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' Tandem Introduces

ao /7

| Computer Términal
_| For Mainframe Line

. .I By a WalL STREET JouRMaL Staff Reporter
i Cl'PEHTINCLCahI.-gnndpm(‘ompuwrs
2 | Inc. introduced a terminal for its mainframe
; | computers that also has most of the capac-
tiny of International Business Machines
i | Corp.'s PC.
! Tandem sald it would market the ma-
chine, ralled Dynamite, tobe hooked up to
its line of mainframes, which are designed
Lo run despite malfunctions, Tandem said it
v | won't market Dynamite @ a stand-alone
, | personal computer, but will sell it to its
mainframe customers.
5| Tandem's current 635X Ene of terminals
| can only manipulate data 4rom the main-
frame. A Tandem spokeswoman said the

| Dynamite can be used as *he same terminal
» | for Tandem mainframe data as well as for |
: | the day-1o-day business that personal com- |l
¢ | puters accommodate. Dynamile ean run
| | most IBM PC software, Tandem said

The Dynamite mode! costs $2.995 and
comes with two floppy disk drives and 236
Kilobytes, Each kilobyte equuls 1,024 bvies, |
{ ar stored characters. Tandem said it would l
introduce & $£3,995 mode] in December with
one foppy disk drive and a 1-megabyie
hard disk drive. Each megabyte egquals one
million bytes

Tandem also introduced two dot-matrix |
printers for $595 and 3895

PS of Indiana
Cleared to Borrow
Up to $320 Million

By o WaLt Stert Joursaw Staff Reporter
PLAINFIELD, Ind.—Public Service Co.
of Indiana said the state Public Service
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as much as §320 million and, under that ap-
proval, authorized a $310 million line of
credit from 22 banks, led by Chase Manhat-
tan Bank, New York.

The utllity said the money will be usad to
pay $164 million borrowed mainly for con- !
Struction purposes, including the canceled
Marble Hill nuclear project, and $145 million

borrowed for nuclear fuel !
! The new loans are due Oct. 31, 1985, The
utility said the banks could agree 1o extend
the deadline or renegotiate the loans. The |
company said the agreement includes re- |
strictions on its capital spending and sale of |

| aASSELS |
|

As security for part of the lozns, the com
| pany caid it will issue $125 million in frst- |
morigage bonds to the lenders.

| Several Bond Offerings

Priced by Underwriters

Commission agreed to let the utility borrow | L
r
!
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as of October 1, 1979 between Trans World Corporation and
Morgan Guaranty Trust Company of New York, as Warrant Agent

Pursuant to Section B of the above referenced Warrant Agreement (Warrant
Agreement), the Warrants issued thereunder (Warrants) are exercisable at any
tme on of prior 10 the close of business on October 1, 1986. Transworld Corpora-
tion (Company) may. however, accelerate this expiration date if the Common
Stock shall have had s closing market price of 125% of the Purchase Price, as
defined. for 45 consecutive trading days. As of October 4, 1984, the closing
market price of the Common Stock had exceeded $27.44, 125% of the current
Purchase Price, for 45 consecutive trading days. The Company has chosen to
accelerate the expiration of the Warrants and hereby notifies all holder; that the
expiration shall be 5:00 p.m., Eastern Standard Time on December 2, 1084,

Instructions for Exercise of Warrants

In order to exercise the warrants a holder must do the following
1) Complete the Form of Election to Purchase on the reverse side ¢f the
Warran! Certificat




Tandem Computers Ine., Cupertino, announced it
has reached a joint agreement with Indiana Bell Tel-
ephone Co. Inc., Indianapolis, to market the tele-
phone company's service order entry package to the
telecommunications industry. Tandem manufactures
computer systems and networks.




veen cable and telephone

tburn," said John Tracy,
United States Telephone
ng telcos had won “‘parity
fiered by both operating
. in long negotiations with
ion Association (NCTA)

holding companies spoke
in its final form, although
s “‘unfair,” giving cable

ge.
interest to telcos—data
nip and pole attach-

3 Tancnise area.
Sources said the prime obstacle in the House-Senate
conference was between Sen. Robert Packwood, R-
Ore., who opposes all restrictions on cross ownership,
and House telecommunications subcommittee chair-
man Tim Wirth, D-Colo., who favors the ban
Meanwhile, in a surpise move, Sen. James Sasser,
D-Tenn., threatened to introduce an amendment to the
vital continuing budget resolution that would force the
FCC to treat small business users with up to 4 lines the
same as single-line telco customers and impose a $4
cap on access fees paid by consumers and small
businesses

Earlier this year, the FCC delayed levying access
charges upon residential and single-line businesses
until June as it wrestled with a resolution of the

na rring American firms from their markets

Danforth demied his bill was protectionist bu' said
Americans must not act like “chumps’ and allow the
country to become a ‘‘dumping ground'' for offshore
manufacturers. He said he would reintroduce the
legislation in the new congress.

Danforth’s bipartisan bill, the Telecommunications
Trade Act, was criticized by NATA members at the
meeting, including NATA president John Spievak.

Spievak and others told the senator he didn't under-
stand that the domestic interconnect inclustry, so long

_ legally monopolized by Western Electric, did not

possess the manufacturing capacity to keep pace with
the demand for technologically advanced products
demanded by the market.

ne Bill A Cliffhanger

Tandem Sued By SEC;

acceptable to both.

The major obstacle both in last
week's conferencing and in con-
ferencing during preceding
weeks was Sen. Paul Laxalt, R-
Nev ., according to congressional
staffers, who said Hughes
battled with Laxalt aides for
hours last week until the com-
promies was reached.

Prior to last week, the bill was

reported stalled on Laxalt's-

desk, as the senator, a member
of the Senate Judiciary Commit-
tee, was troubled by criticisms of
the bill leveled by two such op-
posite forces as the Justice De-
partment and the American Civil
Liberties Union

Broader Definitions Sought

Justice had introduced a com-
puter crime bill of its own, call-
ing for a broader definition of
protected federal databases but
a narrower view of federal
jurisdiction, preferring to leave
most private-sector incidents to
stale proseculors.

At a hearing on another com-
puter crime bill sponsored by
Rep. Ron Wyden, D-Ore., that
would specifically protect medi-
cal dalabases, Justice attacked
both the Wyden and Hughes bills
as “flawed” and “‘a piecemeal
approach” to computer crime.

| Wyden's bill passed the House
.onlyreoent!ynndwasalsoseuo

without Senate action

before the session ends this
week

Justice continued its attack on

{ughes's bill in a letter to Sen.

jtrom Thurmond, calling the bill

seriously defective,” “virtually

aenforceable” and suffering
rom ‘‘convoluted and am-
viguous wording "

“The legislation, if enacted,”
wrote assistant attorney general
Robert McConnell, *‘would make
3 federal prosecution virtually
mpossible. In fact, the legis-
\tion would present prosecutors
ijth a problem in determing

ren how to charge an offense

SYSTEMS WEEK

under its provisions "

Justice also criticized the
Hughes bill, for protecting feder-
al information only if the infor-
mation is classified national de-
fense, foreign relations or atomic
data Justice's own bill, McCon-
nell noted, provided much broad-
er definitions of protected infor-
mation, including criminal re-
cords, social security infor-
mation, census information and
confidential  business  infor-
mation, such as records of feder-
ally insured financial institu-
tions

Curiously, the American Civil
Liberties Union, which also
wrote the Senate Judiciary Com-
mittee to criticize the Hughes bill
attacks the Justice bill for

precisely those broad defi-
nitions.
ACLU's Stance

ACLU attorney Jerry Berman
explained that Hughes’s bill left
too many unanswered guestions
regarding just what defined il-
legal computer use—whether
computer crime required a
break and entry into another's
database or if it covered any
crime using a computer—and
whether digitized computer com-
munications would be covered by
federal wiretap provisions

A member of Wyden's staff
said that the Oregon con-
gressman’s medical records bill
was also embargoed at Laxalt's
desk, and that Wyden had given
up on its passage this year. The
congressman is expected to try
again next year, possibly with
the co-sponsorship in the Senate
of Sen. Max Baucus, D-Mont.,
assuming that both Wvden and
Baucus win reelection

But Hughes and members of
his staff, apparently elated at
being able to salvage their bill
after many hours of conference,
were Loo tired to discuss possibie
plans to resubmit nex! year any
provisions of their bill that didn't
make it out of conference

Settles On Same Day

By JULI CORTINO

CUPERTINO, Calif —The Se-
curities and Exchange Com-
mission last week filed suit
against Tandem Computers Inc.
to stop Tandem from ‘‘further
violations of the anti-fraud, re-
porting, recordkeeping and
internal control provisions of the
federal securities™ laws.

Tandem, without admitting or
denying the allegations, settled
with the SEC on the same day
the suit was filed.

The charges stemmed from an
SEC investigation into Tandem's
restatement of revenues and
earnings for fiscal 1982 In its
complaint, the commission said
Tandem, beginning in the second
guarter and through the fourth
quarter of 1982, *‘recognized sig-
nificant amounts of revenue for
which, in some cases, Tandem
did not have signed customer
purchase orders or contracts on
me ”

The SEC complaint charged
that Tandem, that year, over-
stated its fourth quarter revenue
by $13 5 million. Overstatements
in the third quarter amounted to
$5.4 million and in second

fotaled $6.8 on.

For the year ended 30,
1982, Tandem stated that rev-
enue was up 61 percent over 1981
to $335 9 million. The company
also said net income amounted to
$37.3 million.

In December 1982, Tandem
publicly restated its fiscal 1982
revenue to $312.14 million. Net
income was revised downward to
$29.9 million.

The SEC complaint charged
Tandem with sloppy internal ac-
counting controls and keeping
inaccurate books.

The manufacturer of NonStop
computer systems consented lo &
judgment enjoining the company
from further SEC violations. No
monetary fine was levied against
Tandem or its chief executives.

the
X
Sept
t
er

The judgment requires Tan-
dem’s outside auditing firm,
Arthur Anderser and Co., to
conduct a review of Tandem's
internal controls this year and
for an additional two years.

James G. Treybig, Tandem
president and chief executive of-
ficer, was named as a defendant
in the SEC complaint. Robert C
Marshall, the company's senior
vice president and chief operal-
ing officer, was also named in
the suit, as was Tandem's for-
mer controller, Henry V. Mor-

gan

Morgan resigned from Tan-
dem last February.

A Tandem spokeswoman said
the case ‘‘was finished." She
said the SEC judzment did not
ask the company ta do more than
it has already done. In early
1883, the company said it had
tighteped its accounting
procedures and instituted
stricter internal controls

Apple Case:
I’m Innocent

SAN FRANCISCO—One of two
Taiwanese businessmen indicted
on charges of smuggling Apple Il
look-alike computers from Tai-
wan into the U.S pleaded not
guilty last week

Teh Yi “Denny’’ Huang, owner
of Data Borgeest in Campbell,
Calif , submitted his plea of
innocent on all nine counts to
U.S Magistrate Frederick Woe-
Iflen.

Bail of $100,000 was set by the
magistrate. A public defender
was also appointed for Huang,
who said he could not afford his
own attorney

Huang faces smuggling and
conspiracy charges, along with
charges of copyright infringe-
ment.
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Copyright ® 1984 CW Communications/Inc.;
Computerworld

October 8, 1984
SECTION: SOFTWARE & SERVICES; Tools; Pg. 80

LENGTH: 253 words

i

HEADLINE: PBL ASSOCIATES, INC.;
Inventory Management and Accounting; Purchasing and Receiving; Order Entry and

Invoicing

BODY:
PBL Associates, Inc. has introduced three distribution application software
packages that operate on Tandem Computer, Inc.'s Nonstop superminicomputers.

The Inventory Management and Accounting, Purchasing and Receiving and Order
Entrv and Invoicing systems are said to use distributed data processing to
provide immediate on-line access to data from all the user's sites. The packages
include a security system, the vendor said.

With the Inventory Management and Accounting System, inventory operations
from shipping to receiving are monitored. Each item and lot can be located by
warehouse, area, aisle and bin; classified by product family, group and class;
and assigned ownership by company, division and department, the vendor said.

The Purchasing and Receiving system provides on-line, multicompany,
multidivision control and processing of purchasing and receiving functions, the
vendar said. The package reportedly handles traveling requisitions and open and
blanket purchase orders. It also consoclidates multiple requisitions and purchase
orders.

The Order Entry and Invoicing system provides on-line entry, editing and
inguiry capabilities that reportedly enable the user to take orders over the

phone and answer questons about orders, pricing, product information and account
status.,

The programs are priced at $50,000 each for a perpetual license.

PBL Associates, 10 Cottage Ave., Point Richmond, Calif. 94801.

LEXIS NEXIS LEXIS NEXIS




Treybig,

The SEC said Messrs.
. Robert C. Marshall, and Henry V.
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TANDEM COMPUTERS INFORMATION CENTERS

Corporate Information Center: Bldg. 3, Loc. 1;

Phone 725 - x6343, x6213, x7121, x6971

Business Information Center: Loc. 4; Phone 725 - x7590, x5703
Walsh Communications Library: Bldg. 3, Loc. 103; Phone 748-2658

Ridgeview Technical Information Center: Loc.l00; Phone 996-6579

Corporate Information Center
COLLECTION: Books and journals for software, hardware,
business, management; standards and specifications; technical
research reports; newsletters and reference materials of the
computer industry; maps; and general reference collection
ONLINE SERVICES: Dialog, OCLC, Rlin, Ontyme, Dow Jones, Source,
NewsNet
HOURS: 8 a.m.- 5 p.m. Mon - Fri, other times card-key access
STAFF: Jane Differding, Information Specialist
Barbara Nepple, Information Centers Technical Assistant
Heidi Robertson, Information Centers Technical Assistant
Selma Zinker, Information Centers Manager

Business Information Center

COLLECTION: Books and journals for business and marketing in
the computer industry; competitive information; special
computer industry research reports

ONLINE SERVICES: Dialog, OCLC, Rlin, Ontyme, Dow Jones

HOURS: 8 a.m.- 5 p.m. Mon - Fri

STAFF: Patty Bull, Information Specialist

Janet David, Business Technical Assistant

Walsh Communications Library
COLLECTION: Books and journals in the field of communications,
IBM manuals, newsletters and reference materials
HOURS: 9:30 - noon Tu & Th
STAFF: Jane Differding

Ridgeview Technical Information Center
COLLECTION: Books and journals for software and hardware;

general reference materials
HOURS: 1 p.m. - 3 p.m. Mon, Wed, Fri
STAFF: Jane Differding

i ————————————— ————— T — . .,

Borrowing instructions:
BOOKS: Books are checked out for one month and may be renewed
providing there is no waiting list.
JOURNALS: Current issues (those in plastic binders) cannot be
checked out. Back issues may be checked out for one week.
Books and journals are checked out by signing your name on the
card in the back.




TO: Field Marketing Personnel

FROM: Steve Schmidt
Vice President, Product Management ang Strategic Planning

REGARDING: 1IpC Report of Tandem Low-End Pricing Strategy

Attached please find a copy of the International Data Corporation's
(IDC) report on Tandem's new low=-end pricing strategy. This
report summarizes Tandem's new low-end Pricing Strategy and clainms

IDC is a leading market research and information management
consul ting organization. This report has been distributed to its
Customers, typically large end-user organizations.

It is always helpful to be aware of an outsider's Perspective on
Tandem's announcements. In addition to informing IDC's customers
about Tandem, this report will also serve 48 a resource for the
media.

Tandem
Information Center

D




INTERNATIONAL DATA CORPORATION

1333 Lawrence Expressway, Suite 220, Santa Clara, CA 95051 » (408) 244-5710

Tandem Broaaens Product Line

Tandem has recently revampea their product line (announced August 20,
1984) to allow the large user organization to take better adventage ot
the inherent capabilities of their systems. Although there are no major
new product introductions, the company hes lowerea pricing ana aevelopea
packaged system solutions to better meet the needs of the user. The
actual changes in pricing and configuration follow closely the move
toward development of the corporate information architecture now going o
at meny large user sites.

The particulars of the announcement include,

® 'Two bundled NonStop l+ systems, & 2 processor ana 4 processor
configuration, without mirrored disks ana controllers that sell
for 32 percent and 12 percent less than previous cumpsravie
configurations.

e A bundled NonStop II system that 1s base pricea at $129,500, a 24
percent reduction.

® The development of a trade-in program that allows users L0 move
from the NonStop l+ to a NonStop II or TXP, or from a honStop II
to TXP and receive a credit fram Tanaem for 60 to 80 percent ot
the current list price.

On *he face of things it may appear that these announcements are
little more than price restructuring, however that is a very elementary
viewpoint. To go along with these single quantity price reductions 1s o
very aggressive discount schedule. For example, the smaller NonStop 1+
in a quantity of only 20 systems is priced at $55,000. Tnhis has
important implications for system/site selection choices.

What this means to the user 1s slightly more difficult to explain.
Transaction processing applications are one of the crucial areas of new
application development in many large organizations. At the preseut
time, many of these applications are implementea on systems that are
designed o support this transaction environment as well as other systems
tortured into supporting on-line environments. The problem arises whern
the actual geographic sites that are part of the transaction environment
are not of sufficient size to justify the installation of a $100,000 and
above transaction processing system.




The result has been that the transaction systems are used wnere they
can be justified, and smaller minicomputers are used where a transaction

system's price used to be excessive. Because of this, non-compatible
software environments exist, line costs reach larger proportions aue to
inefficient concentration, and excessive system overhead happens aue to
all the "conversion" of aata streams. The Tandem announcement nelps to
limit this problem for transaction applications.

The new pricing of the Tandem system aliows for the installation of a
totally compatible system at sites where the previous choice was a
minicomputer of the Series/l class (larger 4955 ond 4956). This may
sound a bit hard to believe, and in fact 1s at tirst glance. Yet looking
at the quantity price of $55,000 which includes peripheral devices ana
software for applications and operating system, the prices are quite
equal. For comparison, 3 4956 model Series/l configuration with sottware
and similar hardware would list in quantity 1 between $50,000 ana
$60,000. Of course, IBM does offer volume discounts, but througn more
efficient application environments with single vendor solutions, the cost
difference is minimal. Also, the upgrade policy announcea allows users
to be assureu of a very high residual value.

For users, this announcement helps to prevent propblems that arise 1in
transaction applications where three environments have necessarily
existed, the mainframe, transaction application system, and small mini at
the geographic site. In being able to put trensaction computing systems
at more of the individual sites, coherent information from tne
transaction system as a whole 1s more valia, and ilmmedlacy Of the aata
base is improved.

In lowering the cost of their entry level systems, Tandem has meae 1t
easier for users to develop a transaction application without worrying it
all sites that need systems will be able to cost justity them. The
product line from Tandem now stretches fram price points equal to tne
larger Series/l all the way to 308X class machines. This incresseqa
flexibility in the choice of specific equipment at eaclh individual site
could make transaction applications feasible thet previously inciudea toou
meny smaller sites where transaction systems were not affordable.

INTERNATIONAL DATA CORPORATION

—
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LENGTH: 378 words
HEADLINE: SEC revenue claim accepted by Tandem
BYLINE: BY LOUISE KEHOE IN SAN FRANCISCO

BODY:

TANDEM COMPUTER has been charged with overstating its income in fiscal 1982
"in an effort to show increased profitability." The Securitities and Exchange
Commission announced the charges against the California maker of
" fault-tolerant" computers and three of its top executives on Tuesday. The
company promptly annpunced that it would enter a "no contest" plea to the
charges.

The SEC alleged that Tandem violated securities laws by overstating its
revenues in the 1982 fourth gquarter by at least $13.5m, in the third quarter by
at least $5.4m and 1n the scond gquarter by $46.8m, keeping inaccurate books and
failing to maintain adeguate internal accounting controls, the complaint further
accused Tandem of having falsified 1ts books and records regarding sales and
shipments of computers in 1982,

In December 1982 Tandem revisd previously released earnings and revenues.
The company stated, at the time, that it had inadvertently included in 1982
sales shipments that were made “"within hours after midnight” at the close of its
fiscal year. Income for the year was restated as $29.9m, down from $37.3m.
Revenues were revised to $312.1m, down from the original $335.9m.

According to information supplied by the company, Tandam uses more than 150
of its own non-stop computer systems in over 600 locations to control its
internal business operations. The SEC complaint stated, however, that Tanden
recognised revenues without signed purchase orders or contracts and recognised
revenue on orders subject to unsatisfied conditions.

According to the SEC complaint, Tandem's auditors, Arthur Andersen & (o
recommended that Tandem adjust its fourth-guarter earnings by £18m, but the
company cut its proposed revenues by only Zm in its initial statement.

The SEC charges come as the result of a two year enguiry which has not been
previously revealed.

Tandem said that it has consented to an agreement whereby the company will be
enjoined from further violations and will review its financial practices for two
years. The company said that it would plead no contest, without admitting
guilt, in order to avoid distracting its management from day-to-day operations
of the company during what could have been an extended legal battle with the

SEC.

LEXIS NEXIS LEXIS NEXIS




B Aregon
was previously
of Rank Phicom Vi

managing director, be-
comes chairman.

four new

appo'mted district sales

Tandem from MAI, three
separate teams are created. The
major accounts team, based in the
City and headed by Richard
Launder, who has been with
Tandem for 15 months, will mar-
ket to key existing and potential
customers, primarily in banking
and finance. A team headed by
Nick Bull, who joins Tandem
from Datagraphix, will attend to
existing accounts covering other
industries and applications, The
new business team will be headed
by Denis Saunderson, who has
been with the company for four
years.

B Allied Aims has appointed
Mike Brereton software product
manager, with special responsibil-
ity for the Computer Automation
SyFA minicomputers installed
throughout the Allied Breweries
group of companies. He was
previously network planning man-
ager responsible for evaluanng the
50 and hardware market for
Allied Lyons.

B A founder and board member
of the UnixUSR/Group, Brian
Clark has joined the newly formed
UK subsidiary of Pyramid Tech-
nology as systems analyst, He
comes from Wicat Systems, where
he was sales support engineer for
Unix users. Prior to joining Wi-
cat, he was with Gould SEL as
senior support analyst on Unix for
the company's 32-bit range.

8 Apollo Computer (UK) has ap-
pointed Len Greenwood product
marketing manager, and he will
have overall charge of the third
party software supplier agreement
for the UK and Europe. He joins
from Comsat (UK) where he was

UK sales manager.

W Masscomp, a supplier of high-
performance 32-bit  Unix-based
computers and workstations, has
made Frank Turner country man-
ager for the UK. He will oversee
all business operations including

International, a
videotex company, announces the
appointment of Richard Osborne
(above) as managing director. He

ng director

Duplica-
uon. Anthoay Chandor, former
Aregon

B Tandem Computers has made
appointments in
the London area. Under newly-

Michael Lambert, who joins

of the company’s software pro-
ducts. Prior to Vector, he was
senior account manager with
Computer Sciences Corporation.

OEM and user sales and support.
Turner held senior management
positions with DEC for 10 years.
Before that he served as country
manager for Data General in its
Benelux operations.

W Bleasdale Computer Systems
has appointed Mnls_:lhael W?ods
training manager. He joins from
Intelligence (UK) where he was
customer services manager.

B Arthur McGowan is now
national sales of Delta
Data Systems. His 17 years in the
computer industry have included

appointments with [CL,
Xerox Data Systems and most re-
cently with Northern Telecom

] !
2 rmwm:mmmwmma;wmd By
Thom EMI Computer software’s Altergo Products division. Audre;
Cumming, formerly a regional support analyst with Datapoint ( UK), jos
the company o work on a number of new projects, including the developmen
of a communicanons program generator. She has some I3 years’ data proc
sing expenience, including programming analysis and support on /BM, IC.
and DEC installations. More recently she spent three years as system
manager of a substantial Microdata installation. Also oining 15 Steve Far
nington, previously chief systems programmer of Rail Car Services.

W David Ratchelous has been ap- = Panl Kennedy has been a
pointed to head a newly-estab- ointed sales engineer o
lished technical intelligence unit Echzﬂ , the new UIE subsidiar
within RTZ Computer Services. of the Swiss-based manulacture
His brief will be to gather in- of mains interference filters an:
formation and maintain the com- 1ali instrumentution, H
pany's awareness of technological has a number of years' eng
neering experience in the electron

innovations across the three

Data Systems for eight years, ')mm(j: divisions of Dllin(} Soft- ics industry with Lyon

- ware, Consultancy and orma- [nstruments, ttal Electrons
® lan Brameld, has b“? ;ﬁpﬁm' tion Services. He has been with  Developments anglCaplui Powey
ted marketing director o ».4  the company for eight vears. Devices.

services and systems company in
Hull. Previously with Advanced
Marketing Ma.nagemcnt, he will
be responsible for AIM's mar-
keting in the UK and overseas.

B Compsoft, a microcomputer
database management systems
house, has appointed Richard
Bassin (above) business de-
velopment manager. He joins the
company from Vector Interna-
tional where he was responsible
for UK and European marketing
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~ Tandem Computers Is Charged by SEC
With Overstating Fiscal 1982 Revenue

By MicnAel W, MILLER
Staff Reporter of Tur WALL STREET JOURNAL

SAN FRANCISCO-The Securitles and
Exchange Commission charged Tandem
Computers Inc. with violating securities law
by overstating its fiscal 1982 revenue. The
company was ordered to undergo annual re-
views of its accounting procedures for three
years.

Tandem, a Cupertino, Calif., mainframe
computer maker, said it consented to the
SEC order without admitting or denying the
allegations. Tandem said it gave its con-
sent 1o avoid “'the extensive commitment”
of time and money that litigating the matter
would involve.

The consent decree, which requires ap-
proval by a federal judge, also enjoins Tan-
dem from further securities violations.

The complaint follows a nearly two-year,
unpublicized SEC investigation of Tandem,
related to its restatement of revenue and
earnings for fiscal 1982, As previously re
ported, in December 1982, Tandem lowered
its fiscal 1982 revenue 7%, or $23.8 million,
and its profit 20%, or §7.4 million

At the time, Tandem said about half the
misbooked revenue involved computer ship-
ments made “hours™ after midnight at the
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the fiscal year.

According to the complaint, Tandem
didn't disclose these practices to its outside
auditors, Arthur Andersen & Co., “‘at vari-
ous relevant times™ in fiscal years 1982 and
1983, The complaint states that Arthur An-
dersen found In its audit for 1982 that many
transactions were improperly recorded that

close of the fiscal year, Sept. 30. The bal-
ance Involved sales that didn't have suffi-
cient documentation, Tandem sald.

In Its complaint filed yesterday, the SEC
contended that Tandem knowingly over-
stated its revenue in its initial earnings
statement, released Nov. 1, 1982. The com-
plaint further accuses Tandem of falsifying
its books and records regarding sales and
shipments of its computers in 1982,

The SEC also charged that Tandem vio-
lated securities law by failing to devise and
maintain an adequate system of internal ac-
counting.

The commission called into question ac-
counting practices similar to those Tandem
cited when it announced its restated reve-
nue: recognizing revenue without signed
purchase orders or contracts on file; recog-
nizing revenue on orders subject to unsatis-
fied conditions, and recognizing revenue on
shipments that took place after the end of

year and recommended that Tandem adjust
its fourth-quarter revenue down $18 million.
After discussions, Tandem cut its proposed
revenue $2 million In its initiai stalement,
the complaint says.

According to an SEC lawyer, Claudia
Belcher, the SEC began its investigation in
late October, before the November state-
ment and the December restatement. She
declined to say what motivated the SEC to
investigate. Ms. Belcher added that the in-

that Tandem decided to audit its 1982 figures
further after it was notified of the commis-
sion's inquiry. Tandem's vice president, fi-
nance, Jeanne D. Wohlers, sald the com-
pany expanded its audit because & routine
year-end review brought to light “informa-
tion that led to the restating of the re-
sults."
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SEC charges Tandem with fraud in ‘g2

1
By Mary A.C. Fallon SEC lawyer Claudia Belcher said the is seeking a Permanent injunction that ing Tandem's own ‘revenue recogni-
Business Writer two-year investigation found that Tan-  would forbid Tandem from repeating tion” policies, the suit states,

dem had sloppy “revenue recognition” the alleged former practices, Belcher As 3 result of Arthur Andersen’s'
The Securities and Exchange Com. practices. Tandem was counting uncon-  said. review in 1982, Tandem restated jtg
mission filed suit against Tandem Com.- and undelivered orders for com- The three executives are: James G. fiscal 1982 earnings and sales. Revenue_
i puters as actual sales and thereby Treybig, president; Robert C. Marshall, was downgraded $23.7 million to $312.1
) With com-  inflating revenue numbers, she sajd. i '
mitting fraud and inflating profits and

chief operating officer and Henry V. million from $335.8 million, When the,
The SEC has ordered that Tandem's Morgan, former
revenues in its fiscal year 1982, oz
i J

controller, secretary restatement was announced two years
. ol o state.  Sutiide ting firm, Arthur Ander. @Nd treasurer. Morgan resigned from ago, Tandem’s stock
ment sayi ltagreedtotheSEC's pen & Co,

dropped $5.75 in
perform special audits of T%Dd*’-'m in February to take another one day, i
iy 4 . h

terms, which still must be approved by Tandem's accoun

tng of sales for jts %0 SEC began investigating Tandem ani/ Tangﬁ’? o quatins o fiscay
e an inv i andem sales for our gquarters ‘of fj ;
a federal court Tandem neither fiscal taod, d9ss it lade tts ot informally in Octobe 1982 afier it was 1982, 2 w
denied nor admitted the allegations, :zure company improves its meth- tipped off that Tandem wasn’t follow- Wohlers said the restatement. and
“This closes the book on the entire : ing standard accounting procedures for Subsequent SEC investigation didn’t
event,” said Jeanne Wohlers, Tandem'’s The SEC didn't fine the three Tan- orders. Separately, Arthur Andersen & result in either sha
vice president of finance. dem executives named in the suit, but it Co, disco iSmi

reholder lawsuits or,
vered Tandem wasn't follow- -

Dow sinks 8 points, hits lo

west level in a month :

There was little in the economic thhﬂw uamjetgli:;xgofor m in the
mge,"md’l'hxdel.atimer.vicepmn- news to inspire uities Tuesday. In the ~q 0 a Tom his
NEW YORK — The stock market . gont of Evans & Co, credit market:.q prices had -minor Erewousrangeof $1.80 to $1.85 a share
finished with Moderate losses Tuesday : Latimer noted that unless thjs Changes as-investors remained appre. He also reduced his projec-
feanained cautious mainly because of developments appeared'to compensate issues expected later this month. and next. g
fearstlntinterestnteawmmm.in for the rate advances, m?h

high over the short term.

e two other significant market  On the American Stock Exchange!
not apt to launch an upward move.” indicators also
At the conclusion of trading, the Dow In

finished lower. The the market-value index slipped 0.40, to
_ overall market Tuesday, losing exchange’s composite index lost 0.58, to  212.77.
Jones industria] average was down 7.62 “1ssues on the New York Stock Exchange 94.38; while Standard & Poor’s 500- In the over-the-counter market, thé
points, to 1,191.36, its lowest close since outscored gainers by 917 to 520. Volume stock index fell 1.03, to 163.59.
AUg- 2, when it-ended at 4,166.08. — Board '

Nasdaq composite index lost 1.76, to
——on the Big e?anded {0 894 mil- < Some of the sizable bank issues were — 246.10. Scientific Micro Systems, whichr
"The reoccurrence of rising lion shares from 73.6 million shares the  under selling pressure after an analyst reported lower third-quarter profits;
shortdorm, intorest rates is keeping tha dav befare, - -~ .. #t Dean Witier Resialis lowerad his - dropj= 2 10 5% Lid
— T "o
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Tandem
to target
airlines

CUPERTINO, Calif. —
Tandem Computer, Inc. has
recently announced joint
ventures to develop an air-
line reservations system and
to market a number of appli-
cation software packages for
the airline industry.

Partners in the ventures
are Bedford Associates, Inc.,
a Norwalk, Conn.-based soft-
ware company; Linjeflyg AB,
a subsidiary of the Scandina-
vian Airlines Systems Group
(SAS); and Scanator AB, a
software marketing and
management consulting con-
cern jointly owned by SAS
and Enator AB, an interna-
tional consulting firm.

The reservation system,
Spar, was designed by Linje-
flyg and will be operational
in ‘December 1985, Tandem
said. Bedford will develop a
standard version of the Spar
system, which will be mar-
keted in North America by
Bedford and Tandem and in
the rest of the world by Tan-
dem and Scanator.

Larry McGraw, Tandem’s
vice-president of marketing
and service support, said the
airline industry has indicat-
ed a need for Tandem's fault-
tolerant, on-line transaction
processing in their DP strate-
gies. “The major airlines see
a need to offload their exist-
ing systems, most of which
were designed in the '60s,”
he added.
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Tandem Computer, Inc. has recently announced joint ventures to develop an
airline reservations system and to market a number of application software
packages for the airline industry.

Partners in the ventures are Bedford Associates, Inc., a Norwalk, Conn.-based
software company; Linjeflyg AB, a subsidiary of the Scandinavian Airlines
Systems Group (S5AS); and Scanator AB, a software marketing and management
consulting concern jointly owned by SAS and Enator AB, an international
consulting firm.

The reservation system, Spar, was designed by Linjeflyg and will be
operational in December 1985, Tandem said. Bedford will develop a standard
version of the Spar system, which will be marketed in North America by Bedford
and Tandem and in the rest of the world by Tandem and Scanator.

Larry McGraw, Tandem's vice-president of marketing and service support, said
the airline industry has indicated a need for Tandem's fault-tolerant, on-line
transaction processing in their DP strategies. "The major airlines see a need to
offload their existing systems, most of which were designed in the 'é0s," he
added.
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Harris, Tandem to build
satellite net for Zapmail

Federal Express Corp. has
named Harris Corp. and Tan-
dem Computers, Inc. as con-
tractors for the first phase of
a satellite-based data com-
munications network de-
signed to support Federal Ex-
press’ Zapmail service.

The network is scheduled
to replace a terrestrial sys-

lity of
1aly
rom

tem servicing 16 cities in
July 1985.

The satellite-based net-
work will carry Zapmail, a
mail service where docu-
ments are electronically de-
livered to distant Zapmail
facsimile centers for hand
delivery within two hours.

Net equipment

The network will comprise
Harris satellite group equip-
ment, Tandem network inter-
face products and Tandem
Nonstop TXP computers. The
computers, supplied under a
separate contract, are al-
ready in operation.

Harris officials said they
will supply earth stations
utilizing Ku-band communi-
cations technology and its
proprietary Delta Gain six-
meter antennae.,

Tandem’s proprietary sat-
ellite communications inter-
face equipment will report-
edly link the earth stations to
the Tandem computers.
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BODY:
Federal Express Corp. has named Harris Corp. and Tandem Computers, Inc. as
contractors for the first phase of a satellite-based data communications network
designed to support Federal Express' Zapmail service.

The network is scheduled to replace a terrestrial system servicing 16 cities
in July 1985,

The satellite~based network will carry Zapmail, a mail service where
documents are electronically delivered to distant Zapmail facsimile centers for
hand delivery within two hours.

Net equipment

The network will comprise Harris satellite group equipment, Tandem network
interface products and Tandem Nonstop TXP computers. The computers, supplied
under a8 separate contract, are already in operation.

Harris officials said they will supply earth stations utilizing Ku-band
communications technology and its proprietary Delta Gain six-meter antennae.

Tandem's proprietary satellite communications interface equipment will
reportedly link the earth stations to the Tandem computers.
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DIALOGUE

Is your firm affected by the increasing
presence of digital transmission?

Tony Nuzzetti, North American
sales operations supervisor, Fair-
child Camera and Instrument
Corp., Mountain View, Calif.:

“We have six multipoint digital
lines across the U.S., and we use
digital transmission in all of them.
It is a much better grade of data
communications than analog. You
also have one point of contact, so
when you have trouble, within 20
minutes you know where your
problem lies.”

Marks,
Tandem

data network
Computers,

Larry
manager,

Inc., Cupertino, Calif:

“Digital transmission has been

etting cheaper. The more the tra-
itional modem manufacturing
companies come out with those
terminating devices on the lines,
the more cost-effective these cir-
cuits will be. They are not very
cost-effective right now because
the termination devices provided
by AT&T are significantly more
expensive than equivalent analog
circuits.

“They are probably more reli-

able, though, in that they should
break less, but we have no evi-

dence of that yet — that is, not the
terminating equipment, but the
lines themselves. They do seem
to have better characteristics with
respect to error rates, so we are
very interested in them. But we
are also interested in packet net-
woOrks.

“Given a choice between ana-
log, digital and packet networks,
if they were all priced the same, I
would go to packet networks.
There are still some barriers to
digital. Right now, there is a lack
of digital tails — the circuits that
run from the telephone central of-
fices to the customer premises —
in a number of locations. If you
want to sum it up, I am not wildly
excited.”

Don’t get burned by the Network Dragon!

As anyone who has been involved in network selection and implementation knows, it's easy to be
overwhelmed by the dragon. That's why TECHNOLOGY CONCEPTS has developed a 3-day seminar
to help you avoid the pitfalls of networking.

“Selecting A Local Area Network” Seminar Outline

I Networks and Distributed Applications
. Network Architectures and Protocols
. Local Area Network Environment

B Local Area Network Technology

B LAN/PBX Structures and Components

B Standards

[l Product Characterization
. Computer Vendor Systems

Washington D.C.
October 23-25, 1984

Dallas

October 30- November 1, 1984

. Media and Attachment Products
B Data Link Interfaces/Services
. Higher Level Interfaces/Services
Il 18M PC Networks

B PBX Products

B Network Management

B Futures

San Francisco
November 13-15, 1984

New York
December 4-6, 1984

B Case Studies/Selection Process

Boston
December 11-13, 1

Los Angeles
January 8-10, 1984

Unlike many other companies who ONLY teach people about networking, we also design and
implement real-time networks every day. Our teaching reflects that practical experience.

ENROLL TODAY.
| —'_‘ Technology Concepts Inc.
([HHHEE Old County Road
piciist Sudbury, Massachuseres 01776 (617) 443-7311
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Jobn Joy, data processing man-
ager, city of Portland, Maine:

“After the reconstruction of our
public safety huildit:f,, where the
tire and po]ice headquarters are
located, we installed in the street
our own private conduit between
this building and City Hall.

“We installed our own wire to
eliminate the need to rent a
phone circuit from the telephone
company. We do all our own digi-
tal transmission over our own pri-
vate line.”

Gene Doucette, telecommuni-
cations analyst, Hewlett-Packard
Co., Palo Alto, Calif.:

“In the case of data communi-
cations, we have some Dataphone
Digital Service lines from our cen-
tralized computer system here to
the Washington, D.C,, area and to
Spokane, Wash.

“Qur experience with these
digital lines has been very good as
far as error rate is concerned. The
bit error rate on these lines is far,
far lower than on analog lines. We
are probably seeing halt the errors
we would see on analog facilities.

“The prime advantages of digi-
tal transmission are lower error
rates and, in the case of voice, bet-
ter voice signal ci’;l;lli[_v, Digital
transmission has been in exis-
tence for many years with mes-
sage telephone service, and it is
becoming a larger portion of the
overall Bell System.”

LETTERS

Home on the Farm?

To the Editor:

Whoever chose the landscapes
containing saguaro cacti for use
with an article on Wyoming needs
a vacation — part of the vacation
to be spent here in Wyoming to
see what our state looks like and
part to be spent in Arizona and
New Mexico to see where the sa-
guaro cacti do grow.

And I believe that in all proba-
bility, Mr. Adams lives on a 1,000-
acre ranch, not farm.

Lowell Ray Anderson
Cody, Wyo.
Editor’s note: We'll take the vaca-
tion, but in all deference to Jobn
Q. Adams, he insists that be lives
on a 1,000-acre farm, not ranch.
He told our reporter: “Everyone
wants the romance of being
known as a rancher even if they
bave four or five acres. They tell
me in California it is worse, that
anyone who bas an acre bas got a
ranch. This land bere is a farm. ™

On Communications wel-
comes letters from its readers.
Letters should be typed, dou-
ble-spaced and no longer than
150 words. They should be ad-
dressed to Editor, Computer-
world On Communications,
375 Cochituate Road, Box 880,
Framingbam, Mass. 01701.
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SEC files
against
Tandem

2-year-old investigation
into finances is over

By Rob Hof
Times Tribune staff

The Securities & Exchange Com-
mission Tuesday charged Tandem
Computers Inc. in Cupertino with
fraud stemming from the compa-
ny's misstatement of its 1982 fi-
nances.

The computer maker and the
SEC Tuesday announced an imme-
diate settlement of the case, pend-
ing approval by a District Court
judge, that would end the SEC's in-
vestigation into Tandem’'s book-
keeping and require Tandem to
allow auditors to check its books
for three years.

Under the consent decree, nei-
ther Tandem nor current or for-
mer officials admit or deny wrong-
doing, but an SEC attorney said the
commission still believes Tandem
deliberately misstated its sales and
profit.

In December 1982, the computer
maker lowered its previously an-
nounced profit and sales figures by
about 20 percent after discovering
disrepancies between figures from
its own accountants and those from
an independent accountant.

Tandem explained the differ-
ence by saying it had recorded
some sales that were completed
after the fiscal year ended as hayv-
ing been completed before the
year ended. It also counted some
equipment as having been shipped
before it left warehouses.

Those errors resulted in Tandem
cutting its 1982 profit from $37.3
milllon to $29.9 million and sales
from §335.9 million to $312 million,
an action that caused its stock
price to drop drastically at the
time. The sales and profit eventual-
ly were recorded in following quar-
ters in the next fiscal year.

The SEC had charged Tandem
with fraud. Both the company and
three officers were charged with
making false statements to the
SEC, keeping faulty records and
having inadequate internal finan-
clal controls. The officers were
James Treybig, president and chief
executive officer; Robert C. Mar-

Please see TANDEM, D-5

TANDEM

shall, senior vice president and
chlef operating officer; and Henry
Morgan, former controller and sec-
relary and vice president.

Tandem also agreed in the con-
sent decree to allow an annual re-
m of its ﬂ&ncfes by its indepen-

accoun or the next
three

Claudia Beicher, an SEC staff at-
torney in San Francisco, conceded
the language in the consent decree
on Tandem's responsibility in the |
misstatement is “ambiguous” pe.
cause it requires no admission or |
denial of guilt by Tandem or the
officers. She said the SEC stands by
its allegations, but she said the
agency now is satisfied the consent
g.c;‘ee will prevent further prob-—.

Pat Becker, Tandem’s director
of public relations, said the issue
Was never whether the sales were
real but when they should have
hegn r:corded. -

€Cker said Tandem alread
had begun strengthening its rlnany-
cial controls before the incident. It
also added a chief financial officer,
David J. Rynne, in June 1983,

Ted Costello, an analyst with |
Prudential-Bache Securities Inc. in |
San Jose, said the incident was
blown out of proportion.

"Tandem’s accounting standards
ére, and were, more severe than
almost any other company’'s in the
industry,” he said.
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EXCELLENCE
INMANAGEMENT

AWARDS

From top: |. Peter Grace, June M. Collier, James G. Trevbig , R. Gordon McGovern

xcellence in management can be
\ measured many ways. The tradi-

tional yardsticks—profitability, re-

stock is trading at—are readily apparent.
Positive numbers translate easily into rec-
ognition and reward for the chief execu-
tive.
| However, soaety today is mdeﬁnmg
|
| being imposed by government, and the
%R { heightened expectations of employees
| and local communities are changing the
| role of the corporate chief executive. Some
CEOs are adapting to that new role, and

| in management. Their efforts, however,
are too often overlooked. Sometimes they
are misunderstood and bring criticism

| not readily evident. Worse yet, too many
CEOs try to ignore the shifts taking plact-

with business as usual.

volved in understa

—————— et e e e

nmu\eeﬁoﬂsdmmmw

turn on investment, what the company’s

| what it expects of business. New rules are

in the business environment and go on _§
Corporate America haslogetm in- .

and dealing foi}
withnh:fungmetalathtudu To recog- .

cepted that challenge—and to stimulate -~ .
others to do the same—INDUSTRY WEEK

eight years ago established the Excellence

in Management Award. The honorees are

chosen in four categories: Thosewhohave

become involyed in defending and ex-
plaining the private enterprise system;

those who have reached for new plateaus

of public service within their commu-
nities; those who have worked to bridge
the gap between business and govern-
ment; and those who have broken new
ground in management’s relationship
with its employees.

This year’s search for four outstanding
CEOs began months ago when we invited
readers to suggest corporate leaders for
the honor. The IW Editorial Board -then
spent many days reviewing the nominees.

The four executives selected were hon-
ored at a luncheon at the Plaza Hotel in
New York last week. Each was presented a
distinctive glass sculpture, the Lalique Ea-
gle, carved in France and mounted on an
ebony base by Tiffany’s. They are:

e |. Peter Grace, chairman and CEO, W. R.
Grace & Co., New York, for outstanding
efforts in improving understanding be-
tween business and government.

» June M. Collier, president and CEO, Na-
tional Industries Inc, Montgomery, Ala,,
for outstanding efforts in promoting the
private enterprise system.

e James G. Treybig, president and CEQ,
Tandem Computers Inc., Cupertino,
Calif., for outstanding efforts in pro-
moting a positive employee-relations phi-
losophy

» R Gordon McGovern, president and
CEO, Campbell Soup Co.. Camden, N.J.,
for outstanding efforts in providing pub-
lic service to the community.

As pant of our salute recognizing their

.-nhmu,wepmt their stories on
. the ng pages with the hope that

otherexecutives will be encoura;ed tofol-
low their lead.
@pﬂgﬁuhhm\s to aach &'ﬂlem

establishing a new standard for excellence .~ = Yoo

| rather than & pat on the back for the CEO
| because the payback to the corporationis -
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J.PETER

GRACE

Chairman & Chief Executive Officer, W.R. Grace & Co.

In recognition of
your out
standing efforts
to improve un
derstanding in
the relationship
between busk
ness and gov-
emment.

Peter Grace, chairmanand CEO of W. R,

Grace & Co., was lunching in his Man-

M hattan office on Feb. 16, 1982, with pub-

lisher Rupert Murdoch when his secretary burst

excitedly into the room. President Reagan, she

interrupted, wanted to speak with him on the
telephone.

“Come on, Cynthia, we are busy,” he said,
assuming she was putting on an act for Mr.
Murdoch. But as he heard the President’s soft,
unmistakable voice on the receiver, Mr. Grace,
who had never met Mr. Reagan, quickly realized
the call was legitimate.

He was even more quick to say “yes” to the
President’s request: that he head a commission
of business executives to recommend ways the
federal government can save money.

For 71-year-old Peter Grace, the longest-re-
igning (39 years) CEO of a major U. S. industrial
corporation, the unhesitating reply was charac-
teristic. “Every citizen, whether he runs a com-
pany or whatever, if he has something to con-
tribute to government, should do so0.” he
declares. “Democracy is fragile. The more capa-
ble people have an obligation to exercise lead-
ership.”

44 INDUSTRY WEEK/OCTOBER 15. 1984

_'out most of his business career.

£ ey

sentiment might well have bee
grandfather, William Russei] Grace, an
nigrant who became a suce -

essful bugg.
b in New York. founding W R Grace &
ong his other interests. * 2 fally

with his companies, the - ... s
m——_upon being persuaded by New
Des tic party leaders seeking a candy.
not identified with Tammany Hall—o run

mayor in 1880. He won, served two terms,
en returned to his businesses.

o by

NVOLVEMENT
Unlike his illustrious ancestor, who'd had ne
previous background in governmsn:
Grace has been active in public affa: r

Peter
12 R

. Inthe 1950s he served five years as an adviser
“ 4o the Eisenhower Administration on Latin
~America. (His expertise came from his com-
" pany’s then-massive interests in the region, in-
cluding ownership of the Grace Line fleet that
hauled cargo and passengers between North
and South America.)

In the 1960s he served President Kennedv as
chairman of a Commerce Dept. committes om-
moting U. S. private investment in Latin =
ica under Kennedy’s Alliance for Progress

In the 1970s he spearheaded a campaign that
helped enact the landmark 1978 law reducing
the capital gains tax. W. R. Grace & Co.'s monu-
mental study, the Disincentivization of America,
and its costly series of adsin leading newspapers
are credited with triggering a grass-roots letter-
writing movement that put the legislation over
the top.

And, early in the Reagan Administration
ran a full-page ad in the Washington 7
fending the President’s 1981 tax cuts. This ac*
caught the attention of the White House
doubt paving the way for his selection as head of
the commission, officially called the President’s
Private Sector Survey on Cost Control (PPSS)

BUSINESS COMES FOURTH. Although few
CEOs have been as active in public affairs as he
Mr. Grace is heartened by the business commu-
nity’s growing involvement with government
since 1945, the year he became W. R. Crace &
Co.'s CEO following the incapacitation of ¢
father.

“Businessmen [ metasa young man were satis-
fied to be businessmen and nothing else,” he
recalls. “They didn’t have to worry about the
government, and they didn't hold much respect
for government people. But now. government is
so powerful that businessmen are betwixt and
between whether they want to run Merrill
Lynch or be Secretary of the Treasury. Thev're
more open-minded about government.”

Still. he frowns, “too many business people
today are afraid to put themselves or their com
panies on the line—even on issues in which
they believe strongly.”

Mr. Grace doesn't hide his anger over refusals
by several prominent CEOs to join his successful
campaign to lower the capital gains tax. Even
though they agreed that the cut would have
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enormous beneficial effects on capital form-
ation, he says, they begged off for fear that Presi-
dent Carter “would get mad at them” and re-
move income tax credits for taxes their
companies paid overseas.

“To me, that is not the proper attitude,” he
says. “First, you owe your allegiance to God, then
to your family. and your country. Your business
should come fourth.”

Nevertheless, Mr. Grace praises business for
its support of PPSS. To carry out the ambitious
project. he organized 36 task forces, each as-
signed to probe a federal agency or function
The task forces were chaired by 161 top corpo-
rate executives who, in turn, loaned 2.000 of
their managers to provide staff assistance. The
panel came up with 2478 specific recommen-
dations of ways to cut waste and inefficiency. If
implemented, PPSS calculated, the proposals
would save the federal government $424 billion
in three years and $1.9 trillion per year by the
year 2000.

OOKING TO JANUARY

In contrast with most commission reports

that are soon forgotten after they're issued,
PPSS’s recommendations actually seem to be
gathering momentum. By mid-july, the Admin-
istration reports, some 680 of the proposals ei-
ther had been implemented or were in the pro-
cess of becoming so. They add up to a three-year
saving of $103.5 billion.

To be sure, the commission has not escaped
controversy—or criticism. Both the Congres-
sional Budget Office and the General Account-
ing Office have quarreled with the panel’s cost-
saving claims, providing ammunition for sharp
attacks at PPSS from election-conscious con-
gressmen. Even the White House's Office of
Management & Budget has oined the sniping.

Yet, Mr. Grace is optimistic that, come Janu-
ary, the new Congress will take action on many
of the proposals that were considered too politi-
cally sensitive to be adopted in 1984's election-

year atmosphere. To help bring this about, Mr.
Grace has authored a 195-page book, Burming  his compunyﬂ\mughpoat-mldnw
Money: The Waste of Your Tax Dollers (Macmillan  calls to the firm's umm—md M‘M't“'
Publishing Co.), which was released Oct. 4 ~ ©= minda bit. He-
Moreover, Mr. Gnceucounhngonmaa- S (1 :
likely alliance with muckraking columnist Jack henyt."utmﬂiﬁe
Anderson—a frequent industry critic—to put- are telling me, ‘Hey, hh'lheplultli

and Congressional committee & ces,

All of this, along with rising public concern”
about the federal deficit, has made him some-
thing of a cost-cutting folk hero. His colorful
personality helps. A one-time playboy (he reluc-
-tantly gave up a life of polo, sailing, fagt.cars, and
girlfriends when he was thrust into the job of
heading the family company), Mr. Grace is an
individualistic blend of charm, erustiness,
grace, pugnacity, wit, and ebullience. He even
carries a gun, fea temnstswhollﬂilmkhh
company with South America. s

Sopemn:lammphasl’elercmpul upon
the war against government waste that the panel
he headed has come to be popularly known as
simply “the Grace Commission.”

Of all his government-relations activities, the
commission has been “the most all-embracing
project,” he comments. And he doesn’t deny
that it has rekindled his interest fn Fﬁrenl-
ment—an interest he admits had vrp,ed sinne
the idealistic days of his youth. £

“Frankly,” he says, speaking pnmzu'ily of Cm'h
gress, “there was a higher caliber of people in
government 30 or 40 years ago than now. Today
the morality level is lower. Everyone focuses on
winning at all costs; the end justifies the means.”

A CABINEY POST? A lifelong Democrat, Mr.
Grace admits that he doesn’t “know what the
hell ] am now" when asked his party affiliation
But he says-he’ll vote for Mr. Reagan next
month. Not only does he believe the President
would be more likely to push adoption of the
PPSS recommendations than would Mr. Mon-
dale, but he agrees strongly with the Adminis-
tration’s defense buildup.

Lifted into the limelight by his Grace Com-
mission leadership. Mr. Grace has been men-
tioned as 2 potential cabinet officer in a second
Reagan Admimistration. Would he serve if

asked? "It would be a close call,” he an.swrrs 1 i

like what I'm doing now.”
Indeed, the W. R. Grace & Co. Cﬂ)msl‘o

thrive on 18-hour workdays. His heavy, extrac-

mmrrssmmmmmm

grass-roots pressure on Congress. The two men . don'tthink I'm slowingup.* -+~ = "‘

have formed a nonprofit organization, Citizens. - Furthermore, his mﬁem
Against Waste, and hope through Mr. A:II'_E;—;‘ has been work-related. T
derson’s column to amass millions of sig nﬁ" :

on a petition opposing federal misspe
The petition will be presented to the

elected President and Congressional leaders
January

FOLK HERO. Certainly most of the credit fu:
the acceptance so farof PPSS’ report is due toMr- my m

Grace himself. Even though the commi

completed its 18-month task last January, hehas mdﬂnlqa‘l
continued to spend an average of 30 hours @ &

week promoting the recommendations.

making more than 100 speeches on behalf of
project during 1984, besides an array of |
vision and radic appearances, press in
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JUNE M.

- COLLIE

President & Chief Executive Officer, National Industries Inc.

In recognition of
your outstanding
efforts

fo promote the
private enter-
prise system.

ersis the quintessential American success
story. It is one, she would argue, that

confirms the opportunity a person has to
achieve great things under the U. S. private en-
terprise system.

Born to extremely modest means—she de-
scribes her childhood home in East Prairie, Mo.,
as “four rooms and a path*—and without a
string of earned degrees after her name (she was
graduated from high school at 16), June M. Col-
lier is now president and CEO of National In-
dustries Inc., a $§100 million diversified manu-
facturer based in Montgomery, Ala. A one-time
office manager for an electrical fabricating firm,
Mrs. Collier also is a general partner of Pyramid
Oil Co. in Montgomery and has business inter-
ests in broadcasting and commercial real estate.

She serves on the U.S. Commerce Dept.’s
prestigious Industrial Policy Advisory Commit-
tee. She is the only person from Alabama on the
Committee of 200, a select group of women busi-
ness leaders. Mrs. Collier’s radio and television
show credits include the “Larry King Show” and
Cable News Network’s “Crossfire.” She's ad-
dressed both houses of the Alabama legislature,
testified before the U. S. Congress, and dined at
the White House

By almost any measure, June Collier has made
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_private enterprise fulfills, she hasbeen a tireless

Ay 2

ocate of the system. She averages eight to ten.
: a month; and whether

speaking appearances :
“she is talking to the media, politicians, a school”

group, a service club, employees, a trade

~ association, or other business executives,

hances are that June Collier will be extolling

 the virtues of private enterprise or raising warn-
- ings against forces which, she fears, weaken its
* + "Free enterprise is a lot simpler than the econ-

omists and the professors would have you be-
lieve,” she tellsa group of students. “Free enter-
prise isthe right we all have to perceive aneed in
the marketplace and then figure out a way to fill
that need. Free enterprise inciudes the right to
make money and the right to go broke. It's what
allowed us to take National Industries and make
it into the largest private employer in central
Alabama. It's the same thing that let us move
from a colony in the early 1700s to the greatest
power in the world in less than 200 years.”

TRADE ‘TIGRESS." June Collier speaks her
mind—deliberately and effectively. Paul M. We-
yrich, a politically conservative columnist and
director of the Committee for the Survival of a
Free Congress, Washington, approvingly terms
Mrs. Collier “The Tigress of Trade” for her con-
troversial call for a 20% tariff on all imported
manufactured goods. That levy would, she as-
serts, preserve American jobs and businesses by
offsetting the comparatively cheap cost of labor
overseas. She is convinced that “free trade”—in-
cluding the free-trade policies espoused by the
Reagan Administration—is steadily eroding
America’s industrial base.

June Collier fully appreciates that proposing a
tariff brands her advocate of protectionism—a
philosophy contrary to the traditional defini-
tion of a “free enterpriser.” She contends, how-
ever, that the two issues must be separated. Free
trade is not free enterprise, she insists. “They are
not even kissin® cousins,” she adds in a light
southern drawl.

She does not favor quotas which, in fact,
would keep foreign goods out and constitute
“protectionism” as she defines the term. Tariffs,
she points out, allow goods to come in but equal-
ize the labor-cost advantage that foreign pro-
ducers now enjoy,

Free trade, she emphasizes, must be recog-
nized as one of the misguided notions that are
undoing the U. S. private enterprise system.

The U.S. government, following the free-
trade drummer, “is trying to give the world the
benefits of the free enterprise system without
any of the responsibilities that go along with it,”
she asserts.

American companies, operating under the
disciplines of our system, have to play by the
same basic set of rules, she observes. Not so for
foreign firms, she says; they dont’t have to con-
form to our rules and regulations. And “even the
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PRIVATE ENTERPRISE

best-run American companies cannot compete

against companies that do not have the same
restrictions as ours do,” she states. "When we
give foreign competitors the right to play by
their rules in our marketplace, we have set up our
economy for failure.

“We are trying to raise up the lesser-devel-
oped countries, but we are only lowering our-
selves,” she asserts. “We are paying the price for
our generosity in higher taxes and unemployed

pecple—and we are losing our industrial base in
the process,” she insists. “If we are weak, with no
industrial base, what are we going to do?” she
inquires. “Who is going to be the hope of free-
dom in this world?"

INIMUM GOVERNMENT ROLE

it would be easy to dub June Collier 2

latter-day “America Firster,” an isola-
tionist. And it would be incorrect.

Though she might not fully appreciate the
compliment—forshe claims to prize things sim-
ple—Mrs. Collier is far too complex and sophis-
ticated a person to be adequately—or accu-
rately—characterized by such expressions.

For instance, her ringing defenses of the
American private enterprise system—and they
have been legion over the last several years—
contain an unexpected twist. june Collier ad-
mits that government has a role to play in regu-
lating business,

“Free enterprise presumes that the govern-
ment has no place in the private marketplace,
except as a son of referee to make sure evervbody
plays by the same rules,” she says. “[But] when
government exercises even a valid function in
the private marketplace, that means the system
is no longer completely free. There is no such
thing as a ‘pure’ marketplace or ‘total’ freedom

. nor would any of us really want it. What we
must strive for is a mmmmum government role in
the free enterprise system.”

As an example of a "valid” government funec-
tion, she cites the antitrust laws. “At one time we
were a little guy,” she notes, an allusion to the
fact that 21 years ago National Industries had
seven employees and about $250,000 in sales.
“Were it not for antitrust laws when we started
rattling people’s chains, Nationa! Industries

would not be in business (today),” she states.
“And when you even relax the antitrust laws at -

all, you are going to knock out small business—
which is absolutely the cornerstone and

Fortune 500 honest!™ =
Neither does Mrs. Collier have a
with government intruding into the market-
place to protect pegple from inpure food . and
drugs. “In a purely free market the mﬁu‘ﬂ“ﬁ
dangerous drug would eventually go out of busi-
ness—but maybe hundreds or thousands of peo-
ple would die before everybody got the
that, perhaps, that drug was not the best ren
on the market,” she says. Goyernment
vention in such 2 circumstance is re
responsible—though it makes ﬂu
free, she believes. - -

¥
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views as unreasondble gwemmgnl intrusions
into the private sector.

Unreasonable ﬂem]ea really irk her. When
government weighs in and states that all work-
ersare worth the same amount of money regard-
less of the quality of work they pmdun, both the
business owner and the worker suffer, she ar-
gues, Whether the “owner” is one person or a
million stockholders, the freedom to run the
enterprise is eroded when government steps in,
she says. And unreasonable wage rules tell the
worker that “there is no longer a premium on
quality,” she claims. “It takes him out of the
profit loop—at least in the short run. He doesn’t
work as hard, because it doesn’t matter to his
paycheck how hard he works,” Mrs. Collier says.

"As a result, productivity goes down, profit
goes down, prices to the consumer go up, not as
many people as before can afford to buy the
product, fewer products are sold, the companies
that used to make the products close plants, the
employees who used to bein those plantsare out
of work, [and] government has to tax more heav-
ily the people who still have jobs,” she reasons.

“NO STAKE.' It is important to remember who
the rulemakers are, june Collier emphasizes.

They're mainly people without a direct stake in |
the smooth functioning of the private enterprise |

system—people who “think they have no stake
in profits and losses,” she says. These are people
“who are concerned with the smooth operation
of government, not industry.”

It would not be overstating her position to say
that Mrs. Collier sees misguided trade policies
and unreasonable regulations as posing a “clear
and present danger” to the American private
enterprise system.

“We used to feel that government’s role was to
support our economic system, to be a referee.”
she says. “Government was supposed todo those
thmgs that would aliow thmgs to flow

smoothly.”
In contrast, “now ... we setm-to feel that
government is the reason that the xists,

and that the system’s function is to make

ernment’s job easier,” she states. “instead of gov- |
ernment supporting free enterprise, H}m ¥

free enterprise that

supports =
Too often, the people who make the rulesand |}
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JAMES G.

~ TREYBIG

President & Chief Executive Officer. Tandem Computersine.

In recognition of
your out- :
standing efforts
inimplementing
and maintaire
ing sound
employee
relations.

' ilicon Valley is a 30-mile strip about an
hour’s drive south of San Francisco. More
umportant, it's also of course where much

of the country’s leading-edge computer tech-
nology, the work of ingenious and furiousiy
industrious entrepreneurs, originates. In the
popular imagination, Silicon Valley now repre-
sents no less than the American Dream in action,
replete with the usual Horatio Alger cast of big-
ger-than-life characters.

One of the most inspiring Silicon Valleyites is
a 44-year-old engineer with a gift for seeing the
open window in already crowded markets. The
window that James G. Treybig, now president
and CEO of Tandem Computers Inc., Cupertino,
Calif., perceived some ten years ago was the
on-line transaction-processing markat.

Back then, Mr. Treybig served as marketing
manager of Hewlett-Packard Co.’s computer di-
vision. The window began to open during his
work on a project for Holiday Inns Inc. “The

company wanted a computer that would run big
hotel sites,” reflects Mr. Treybig, explaining that

80 NOUSTRY WEEK/CCTOBER 15, 1984

the numbers a bit and tallied up a market worsh
potentially $350 million. “And it was 2 ‘sei!
market—not a ‘rental” market. It looked as

sugh you could grow a big company real fast,*

. Teca . ig !

. Hisinstinets told him that banking, manufac-
* turing. and communications operations also
~ were about to enter a period in which they

~ would need to automatically capture, update,

process, and deliver voluminous amounts of in-
formation.
Mr, Treybig left Hewlett-Packard and took a

~ job at Kieiner & Perkins, a San Francisco-based

venture-capital firm. (The Kleiner of Kleiner &

. Perkins, incidentally, was a former Hewlett-
“Packard general manager who invited Mr. Tre-
- ybig aboard specifically to provide him with the
; _md resources he needed to prepare his

business plan.) Asa part-time venture capitalist,
Mr. Treybig, who is a Stanford M.B A. graduate,
was impressed early on by a harsh lesson in the
creation of new businesses. He saw “start-ups
flourish and then suddenly flounder when key
people left because they weren't treated right.”

Mr. Treybig— most people call him Jim—real-
ized that making his idea go and grow required
good people. He became determined to give
Tandem "a people philosophy” that would make
it a great place in which to work.

Tandem began in 1974 with four employees
sharing a tiny office. Today the company em-
ploys 5,000 people in 30 countries—with 30 lo-
cationsin the U. S. alone, Last year, its revenues
totaled §418 million—enough to make Tandem
the nation’s 500th-largest company

“The key to success is to involve every em-
ployee in the company,” notes Mr Treybig, his
Voice sometimes dropping into the south-Texas
accent of his upbringing. “You've got to stay
close to your employees and make them feel
they’re important—that the company cares.”

OPEN DOOR. Tandem's philosophy is to keep
the lines of communication open; to keep the
creative juices flowing; and to foster strong pro-
fessional and social bonds. Matching its words
with deeds, Tandem has a tradition of sharing
the wealth. Every year each employee receives
stock options. In 1983, employee stock pur-
chases contributed $25 million to Tandem'’s cof-
fers. And every four years each employee is
awarded an extra six weeks of vacation in the
form of a sabbatical leave.

Characteristically, Mr. Treybig is quick to
point out the help he has had in creating such
programs. “We are lucky to have a good board of
directors who value people and think they are
important. A lot of presidents might have these
ideas but their boards might not support them.”

Besides financial remuneration, Mr. Treybig
believes in the power of communications to cre-
ate the homogenous will, purpose, and dir-
ection that a company needs to sustain ini-
tiative. Basic to this belief is the approach of




EMPLOYEE RELATIONS

structured and unstructured communication,
the latter spanning job functions with no im-
peding hierarchy. “Structure is good when you
want to give direction, but it's no good for cre-
ativity,” declares Mr. Treybig. explaining the
limitations of organizational charts.

To shake that structure, the company has ini-
tiated 2 number of programs. The most novel,
perhaps. is its TV network. The company has
placed satellite earth stations—at a cost of $6,000
each—in most of its U. S. officesand in Canada.

Within 30 minutes, Mr. Treybig or any of his
management team in Cupertino can be on the
air to other Tandem sites. The cost: about $400
per hour. (It's not surprising. then, to discover
that Mr Treybig is an inveterate ham—radio
operator, that is. His idea of getting away from it
all 1s to lug his gear to some remote island, say,
off the coast of Africa, to work the airwaves.)
Every vear, the day before the annual meeting,
the Tandem management team broadcasts an
extensive briefing to employees on what will be
said during the formal meeting the next day.
And throughout the year the closed-circuit net-
work provides technical updates, news of fi-
nancial performance, and other information.

“We want interaction,” Mr. Trevbig explains.
“No one has all the answers. And good ex-
changes can help clear the air and clarify issues.”

For example, a recent program dealt with the
subject of how to better control expenses. One
aspect centered on getting the least expensive
routing for airline fares. “We haven't found the
answer yet,” admits Mr. Treybig.

To encourage interaction, employees may sub-
mit their questions anonymously.

REATING SOLUTIONS

Another communications avenue is the

company’'s electronic-mail system.
“Mail is an integrator of people over distance,”
says Mr Trevbig. Unlike many companies in
which only management or a development team
can use electronic mail, everyone at Tandem can
send electronic messages. “A person can say
‘help’ to 5,000 people,” notes Mr. Treybig. “And,
instantly, everyone knows what the problem
is—and that kind of joint expemmmll allu?
a lot of possibie solutions.”

It can also put a crimp in a new mlnagemem
plan. A new vice president recently sent out a
new company policy via electronic mail and, .
that very same day, received over 400 mes-
sages—all against it. “He said he believed inour.

‘people philosophy,’” laughs Mr. Treybig, “but it |

would take awhile to adjust to this democracy,” |

Another program that involves unstructured
communication is TOPS—for Tandem Ount- -
standing Performers. Throughout the year, 7%
of the company’s best employees gather at &
resort in groups of 70 or B0 to get to know each
other and to discuss problems. It’s a cross-func- .
tional meeting at which an assembler, forin- .
stance, can nlkwmamnntwanlsm;
or any one of the company’s 12 top ;

who are present. “Then | can hear it the way itis.

There’s nothing standing between me and what |
an:l::mblerar:dﬂk Iﬁﬂm%m

Mr. Treybig. “That keeps me in touch.*

But the most po]mla: event is the 'compmys
weekly beer blast—or “popcorn party,” as it's
now sedately called. Each Friday, from 4:30 p.m.
to 630 p.m., everybody at the firm's headquar-
ters gets together socially. The beer and popcorn
cost the company about 50¢ per person, a bar-
gain for the good will it brings. Many good ideas
have been passed along and also, occasionally,
some abuse. “One day a guy walked up to me,”
remembers Mr, Treybig, “and chewed me out for
30 minutes. And he was right. He was frustrated,
and for a good reason.” Mr. Treybig smiles in his
down-to-earth manner and adds: “And | have a
chance, of course, to give it back. I'm nolhentan!
todo that.”

Each of these programs encouragu the com-
pany’s two fundamental goals: quality and pro-
ductivity. At its Austin, Tex., plant, as at the
others, these programs are combined with
weekly and daily participatory-management
meetings that deal with specific issues such as

ty. :

The Austin plant is a “paperless” factory in
which all incoming materials are inventoried
and tracked by computer. Each employee work-
station has a computer that will give an em-
ployee feedback on just how well a part is per-
forming at each location. “The terminal,”
reflects Mr. Treybig, “becomes the tool of the
worker—not a tool of management to monitor
the worker, 1 think we provide leadership in this
area”

But even the most enlightened CEO must ac-
knowledge a sad fact of business life—letting
people go. The one area of the company’s people
philesophy in which Mr. Treybig feels there is
still much work to be done is firing. In a sense,
Mr. Treybig feels that Tandem isa victim of its
own policies. “In general, we don't let people
g0.” he says. “And generally, people don’t want
to leave because we have such good benefits.”
That can be a big problem foran entrepreneurial

company. Says Mr, Treybig: 'Th!ﬂlu,p%

who are wasting their lives here.
don’t have the ﬁa,wthq:hn‘twrk
hard enough. mepmblsnlshuvdon

mhmmmmqfnmm
careerheref' S 3% 2

hthamhuammmw. .

mmrmybag it protects the

’hndemso

"
IV E G (A

!hefmplqaum-umuﬂﬂm% .
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R.GORDON

'McGOVERN

President & Chief Executive Officer, Campoell Soup Co

in recognition of
your out
standing efforts
in pubiic ser
vice, reflecting
asense of cor
porate respon
sibility to the
community.

Gordon McGovern strides pur-
posefully through the corridors of La-
Guardia Airport just as he might walk
the halls outside his office in Camden, N. J. It's
not surprising, really. The president and chief
executive officer of Campbell Soup Co. spends
more than one-third of his time traveling, which
often makes an office out of bustling airports.

At 58, Mr. McGovern has headed the 115-year-
old food company for three years, spending a
hefty portion of that time visiting tomato fields,
packaging plants, regional offices, and super-
markets worldwide. He has met virtually every
employee at the company’s Camden plant, to say
nothing of the vast sales teams and distributors
he regularly sees.

With a schedule that often keeps him far from
his desk, Mr. McGovern seemingly would have
little time for anything not related to managing
his company’s 1,000-plus products—more than
100 of which have rolled out during his short
tenure. Yet somehow, the smiling, confident Mr.
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McGovern keeps several burners going at the
samie time;and onone simmers commun;ty-pe.
lations program that has attracted nationai ap.
tention.

Why spend precious time and money on pro-
jects that don’t sell food? Part of the reason is Mr
McGovern himseif. He self-consciousiy con.
cedes that the label of “maverick” — whi-5 .
ployees and the press pin on him— s scc - =
Indeed, stories about his battered Vo|ksw agen
Beetle are famous: it seems his car was so con-
spicuous in the executive parking lot that one
day it was mysteriously given a fresh coat of
paint. “The old car never looked better,” he re-
calls.

But Mr. McGovern is quick to point out that. in
his case, being a maverick is nothing more than
being creative and open-minded. His marketing
techniques at Pepperidge Farm Inc., a Campbel|
subsidiary, got him noticed—and late. =
moted—by the board of directors. And that ma-
verick style, based on new ideas, helped to de-
velop adiverse, and what he calls a “responsive *
community-relations program. Under Mr. Mec-
Govern's guidance, Campbell Soup has initiated
a host of programs, including:

® A company-subsidized day-care center at its
Camden headquarters for children of employees
and other local companies.

® A health and fitness program for emplovess
that cost Campbell Soup more than $700.000
inaugurate.

* An improved maternity-benefits package that
inciudes parents who adopt children

* A grant of $125,000 for the Camden City Sum-
mer Program in 1983, which gave more than
5.000 community youths employment and rec-
reation opportunities.

® Donations of more than $1 million in food
products during 1983 to food programs across
the country,

But, clearly, the company’s time and contribu-
tions have not blunted its bottom line. Net sales
infiscal 1984 rose 12% from fiscal 1983—-from $3.3
billion to $3.7 billion. At the same time, net
earnings jumped 16%, hitting $191 million ver-
sus the preceding year's $165 million. Similarly,
earnings per share increased from $5.12t0 $5.93
And the active, shirts-sleeve role that Mr. McGo-
vern has found to be successful in helping to
boost sales and earnings has also found its way
into the company’s community programs.

CIVIC BOOSTER. Campbell Soup—and Mr
McGovern in particular—have taken an active
role in working to improve the city of Camden,
an economically depressed suburb of Philadel-
phia. Mr. McGovern, for example, is chairman of
the Cooper’s Ferrv Development Assn., a group
dedicated to upgrading land and real estate
along the city’s waterfront area. The $100 mil-
lion project is slated to develop a large office and
research complex. a retail center to support the
business center, and a moderate hotel facility for
visitors. Campbell Soup also supports local Boy
Scout camps, contnbutes to area educational
scholarships and institutions, and, perhaps
most important, maintains its headquarters in
Camden at a time when many companies have

T T R Y I T e T T RN Ty
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pulled out of depressed locations

"] can’t really imagine us leaving.” says Mr
McGovern. “There are some pretty bad areas
here, but I think corporations have a respon-
sibility to help people and the cities You can’t
solve a city’s problems by packing up and run-
ning away.”

At the same time, Mr. McGovern acknowl-
edges that the reasons why Campbell Soup in-
volves itselfl in these projects are not wholly
altruistic. There 15 a pragmatic side to this ma-
verick: “The programs that benefit Camden also
work to the benefit of Campbell Soup,” he says
By developing a positive image for the company
and creating pleasant working conditions, Mr
McGovern hopes to keep attracting quality em-
ployees to Campbell Soup. The new community
day-care center, for example, provides working
mothers with a nearby place in which to safely
keep their children. The company offers most
emplovees the convenience of “flex-time,” en-
abling mothers to visit their children on breaks
“It not only helps our employees with important
parts of their lives, but also improves productiv-
ity. Mothers aren’t spending as much time wor-
rying if their children are safe and happy. They
can go see for themselves,” Mr. McGovern says.

Moreover, the considerable sum devoted by
the company to its new physical-fithess pro-
gram can also be seen as 2 benefit to the com-
pany; it boosts company morale and lowers med-
ical-insurance costs. “It’s by far our most popular
program. We can’t accommodate all the people
who want to take part,” he says, emphasizing
that the saving will make up for the initial costs
of the program. “We think 1t will come back in
spades.”

MART BUSINESS

Perhaps some people think that the glitter

of community programs dulls somewhat
when they're linked so obviously to corporate
well-being, but not Mr. McGovern. As he ex-
plains it, it’s just a fact of business life. A com-
pany is primarily responsible to itsshareholders
for maintaining a strong company and stable
profits; and one of the best ways to achieve that
goal, he says, is to create programs for employees
and the community that improve the quality of
life. “It's good business,” he says.

It’s also smart business, It improves the corpo-
rate image—so important to a consumer-ori-
ented company—furthers the symbiotic re-
lationship between the community and the
company, and offers opportunities to the area
that it might not otherwise have, such as the
day-care center. “If all [these programs] were left
to the government. 1 doubt if Camden would
have these benefits available,” Mr. McGovern
says

Yet, Campbell Soup seems to be more than a
community benefactor. Its adoption program is
one of the first in the country started by a com-
pany. And some of its other programs also have a
broad impact. They reflect more the CEO’s ma-
verick side than his pragmatic one: it is Mr.
McGovern's forward thinking that resulted in
Campbell’s recognition by Savy magazine as a

company that provides excellent opportunities
for women. Mr. McGovern hired the first two
women vice presidents in Campbell’s history
and is in the process of hiring others.

The company hasalso embarked ona program
to ease the plight of migrant workers at farms
where it—and other companies—obtain pro-
duce. In Ohio, for instance, the housing require-
ments for migrant workers on farms with Camp-
bell tomato contracts are more stringent than
the state’s own codes. A company spokesman
says Campbell paid half of all the construction
costs and loaned the remaining 50% to farmers at
low-interest rates. Additionally, Campbell has
started a pilot health-insurance program for mi-
grant workers that will run throughout the 1984
harvest. Finally, when Campbell recently
slimmed its pudgy “Campbell kids” to reflect
the growing awareness of healthy diets in Amer-
ica, it instituted a “fitnessgram” for school-age
children that encourages them to engage in a
variety of exercises. The youngsters involved
receive a computerized report card assessing
their scores.

OPEN DOOR, OPEN MIND. While many of the

details of Campbell’s community-service pro- |

grams are handled by Ray Page, vice president
for community relations, it’s clear that Mr. Mc-
Govern’s philosophy and management style are
the wellspring of much of the programs’energy.

The extensive communication with every de- |

partment at Campbell that takes up so much of

Mr. McGovern’s time also gives emplovees a |

chance to express their views and ideas.
“In fact,” Mr. McGovern says, it was at one of

these small sessions, with about 20 people, that |

the idea for the day-care center first came up
One of the women suggested it and we said,
‘Well, why not? We might as well take a look at
it.” We never dreamed it would be this success-
ful.

“I think a good communications policy, a kind
of open door, is essential to any company. A
manager can never afford to cut himself off from
the ideas of his employees. You have to be able to
listen —and to accept new ideas if they can bene-
fit the company and the mmmumt}- in some
way,” he says.

While Mr, McGovern concedes that Campbell
Soup is not the only company that employs good
communication to its advantage, some compa-
nies seem less aware of its importance. And one
clue might be found in the products a company
markets. “As a company that manufactures and-

markets food,” he says, “we have to be very con- | .

sumer-oriented, We are always out there talking |
with consumers, with 2, and find- |
ing out what they like and don’t like, and what
their concerns are. We have to be ablé to respond
to their needstokeepourpmductsngwith the
times."

It is perhaps this same phlhuophy--a neces-
sary ingredient in the company's marketing rec- |
ipe—that has influenced Campbell Soup’s com- |
munity-relations program. As Mr. McGovern

says'lfyougoloshephtb!pbudm.pudn s

pretty quick. Kzemonm‘loes is what]
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andem emulator
hooks into IBM hosts

Terminals use 3270 emulation to run applications
simultaneously on Tandem computers and IBM hosts.

Operate in block mode. Both the 3270 and
653X terminals can operate in block mode:
their screens are painted with protected and
unprotected data fields. Protected fields cannot
be modified by the terminal operator. The host
computer sends control sequences 10 the ter-

minal to define these characteristics for each
area of the screen. When the terminal user enters
data and strikes a function key, only the modified
data fields are sent to the host. This minimizes
the resources needed to communicate information
between the terminal and the system. Italso minimi-
zes communication-line traffic. and the system IS

spared the work of refreshing the protected fields.
Most block-mode terminals such as the 3270 have
only one screen buffer (page) of terminal memory.
But Tandem 653X terminals. which have both
block-mode and conversational-mode capabilities,
contain eight pages of memory. They offer
higher performance in transaction processing.
The buffers store the most recently used
eight terminal screens of data. Switching
between the various screens is done at the
terminal, and does not require that the
host system repaint each screen as it
is needed. This facility further
reduces communication-line
=, traffic.

When an office has several computers from
different vendors, a user may use different
terminals for different jobs. Such situations
can create excessive hardware and office-
space costs. But a new software package
from Tandem Computers can help cut
those expenses. The EM3270 allows
Tandem 653X terminals to emulate 1BM
3270 Information Display Systems, thus pro-
viding single-terminal, simultaneous access 10 appli-
cations running on Tandem and 1BM systems.

During emulation, pressing a function key causes
EM 3270 to read the data on a 653X terminal screen
and convert it to 3270 format for transmission to the
IBM host. The host, therefore, is sending and
receiving data in 3270 format, while the 653X
terminal is sending and receiving data in 653X
format.

EM 3270 accomplishes the conversion by examin-
ing each character in the datastream and locating
the control sequences that require modification.
The control characters are then substituted
for the characters in the datastream,
and the converted block of data is
passed to the receiving device.

EM 3270 provides an 1BM
328X printer-emulation feature,
so that files in an IBM host sys-
tem can be printed on a Tandem
printer. The 328X printers are
emulated in a fashion similar to
IBM-terminal emulation:

The datastream is translated
into a format compatible with
Tandem printers.

cate with computer systems via
sessions, temporary logical connections
that define the manner in which data
will be exchanged between terminal
and host system. EM3270 takes ad-
vantage of the multiple-page feature
of 653X terminals to manage
simultaneous sessions with Tandem
and IBM systems.
Two-way or three-way. EM 3270
can provide two-way sessions
(between a terminal and an 1BM
host) and three-way sessions
(between a terminal, an IBM
host. and a Tandem host).
A two-way session might

Dave Cikra. Special Projects Manager
Tanden Computers Inc
19191 Vallco Puwy

Cuperting. Calit 95014

mustrahon Jonn Trona
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Tandem emulator

be used for timesharing or program development on
an IBM system (Fig. 1). In this case, EM3270
interfaces with the IBM host through a Tandem
access method that provides bisynchronous-
communications access to the host.

A terminal user might also initiate a three-way
session, in which communication is established with
both an IBM-based application and a Tandem-
based application (Fig. 2). In such sessions, the [BM
host application might be CICS or IMS.

Users can switch among the applications in a
three-way session manually (via a function key) or
programmatically (via a predetermined sequence of
characters in the datastream). In the programmatic
method, the IBM session vields the screen to the
Tandem application (or vice versa) at times
determined by a program. The terminal user might
even be unaware that there are two computers in
session with the terminal.

Concurrent sessions supported. EM 3270 reserves
one of the 653X terminal’s eight screen buffers for
the IBM host session, leaving the remaining seven
for the Tandem-based application. Since screens
from both sessions are in the terminal memory at the
same time, very rapid switching between sessions is
possible. Neither application need be involved when
switching between the screen that is visible on the
terminal, and one that is in terminal memory.

A 653X terminal can store data in any of its
buffers at any time. For example, if screen buffer 4 is
being displayed. the host can send a block of data to
be stored in buffer 7. Therefore. applications from
both the IBM and the Tandem systems can be active
simultaneously. Moreover, a terminal user can
initiate a long-running transaction on one host, and
then switch to an application running on the other
host.

When the transaction is completed, EM 3270 will
store the resulting data in the buffer reserved for that
session without disturbing the other session. The
terminal user can periodically switch between
sessions to see if the transaction has been completed.

Provides conversion for host. EM 3270 provides
datastream conversion for the IBM host session.
Since data in the Tandem-based application session
are passed to and from the terminal without
modification, the Tandem-based application does
not affect the screen buffer reserved for the IBM
application. The IBM application, therefore, runs as
if it is communicating with a 3270 and the Tandem
application runs as if it is communicating with a
653X terminal. This way, existing applications on
Tandem and IBM can both run without modifica-
tion.

Writes to any Tandem-attached printer. EM 3270
can read the 653X screen and write the resulting data
to any Tandem-attached printer. The user executes
this screen-print function by striking a designated
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1. A Tandem terminal can use the EM3270 emulation
package to communicate with an IBM host in a two-way
session. Such sessions are best suited for timesharing or
program development on an IBM system.

function key while either the Tandem or IBM screen
is displayed. This requires no participation by either
the IBM or Tandem application. As an option, the
screen-print output may be directed to a disk file to
retain a machine-readable copy of an entire session
or a specific screen.

EM 3270 also provides for two-way sessions where
an IBM 328X printer datastream is converted and
directed to any attached Tandem printer. Typically,
the output is directed to the Tandem spooler so that
printers may be shared by many applications.

With another option, the printer output may also
be directed to a disk file or another process running
on the Tandem system. This arrangement can
facilitate movement of data from an IBM system to
a Tandem system.

Database reconciled on two systems. The ability
to support dual simultaneous sessions between two
different computers. with instantaneous switching
between sessions. lets users perform such unusual
applications as the online reconciliation of
complementary databases on the IBM and Tandem
systems. For example, a user might have an order-
entry application on a Tandem system, and a
finished-goods-inventory application on an IBM
system. While performing order entry on the
Tandem system, the clerk could switch to the IBM
session and readily check for, and reserve, the
finished goods required for shipment.

Tandem's networking software, Expand, provides

2. A three-way session implemented through EM3270
lets a Tandem terminal communicate simultaneously with
a Tandem system and an IBM system. Users can switch
between applications or run both at once.
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3. EM3270 can be used with Tandem’s networking
software, Expand, to link geographically distributed
Tandem and IBM systems. This arrangement can also
eliminate addressing conflicts between IBM hosts, where
more than one host uses the same terminal address.

San Francisco ] - Frankturt

Tencem  [h d Tandem
system [ sysiem

Datias
iBM Tanoemn iBM
£341 L] syster 3033
1BM
3081

additional capabilities for EM3270 applications. It
allows a user 1o access any system in the network via
the computer to which his/ her terminal is attached.

With Expand. IBM systems can be linked to a
Tandem network to provide a 653X terminal with
access paths to multiple, geographically distributed
IBM hosts (Fig. 3). A Tandem 653X terminal in
Chicago can be in session with Tandem or 1BM
applications running in San Francisco, Dallas, or
Frankfurt. In addition, terminal-addressing
conflicts may be eliminated between the IBM hosts.
where more than one IBM host uses the same
terminal address.

EM3270 provides other benefits as well. The
single-terminal, multiple-system environment
allows for a lower initial terminal investment. Users
purchase fewer terminals, and from a single vendor.
Long-term, such an environment is a good
investment because of the lower cost for parts.
replacement, maintenance. and expansion. Most
importantly, a user can leverage an existing
investment in computing systems, while taking
advantage of new technology to meet changing
needs.

How useful? Circle
Immediate design application 110
Within the next year 1
Not applicable 112
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DATA TOPICS

In the wake of Tandem's recently resolved problems over
its financial reporting practices, sources say chairman Thomas
J. Perkins has begun taking a much more active role in the
day-to-day decisions at the Cupertino, Calif.-based firm. A
company spokesman said the title and responsibilities of
president and chief executive officer James G. Treybig haven't
changed, however. The company would not comment on reports
that it has discontinued work on two fault-tolerant system

projects code named Rainbow and Crystal.
- - - i




Tandem Computers Information Center
SNA PERSPECTIVE - copy 1
Date:
Route to:
Gene Falk - loc 5
Brian Szabo - loc 5
David Yang - loc 5
Please return to the Information Center, loc 1, bldg 3.
>>>Route List Updating<<<

>>>Note adds, deletes, or location changes below<<<
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Valentirle doesn’t need
any hearts and flowers

‘rl{athlecn Burton

w to Business Mw

has beén called “the emperor of
Silicon Valley” strides into his sun-
lit offices'at 8 a.m. on a Friday.and
flashes a Kennedyesque.grin that
crinkles his gray eyes.

DLooking decidedly unregal is
47-year-old Don Valentine, the ven-
ture capitalist extraordinaire who
has funded the likes of

ﬁfrln(‘_andTandem
both of Cuperting, and Atari

Among insiders in the invest-
ment community, Valentipe is

venture =
capltal's
olden

: -ltaf ed

Silicon -

Valle
Valentine J:E%EE I

fwunothlngbmgﬂeumof
rmttreesbrulhlngapmltthe
California sky.

An

youngest daughter in a location he

livesywnhhuvﬂemdﬁlﬂr

g

~munica

future, and we're finaneing compa-
nies that will y this need.

“We're also g at financing
companies that will sell to the new,
smaller telephone companies and
compete against (newly divested)
Ma Bell.”

tered historically on computers,
peripherals, office equipment and
communications companies
located on the West Coast

But now, with the field glutted
with venture money looking for the
very best new talent, Sequoia Capi-

ferent.
“There are no rules,” says Val-

Competltorl characterize
s bminm style as hard-

“ ‘Hes lggressive. says Peter
Wolken, a partner at Associated
Venture Investors in Menlo Park.
-Another competitor adds: “He’s
real. tough about making people
pay up. He also won't chase issues
t;m are way over-priced. He can

‘There are no

refuses to disciose, Valentine-shuns—Filles— We're

publicity. He doesn't save his own

.and be plays-

Dewspa
his close to his vest on
the venfire capital cocktail
circuit. This is a decided in
the venture “good-old-boy™” net-
work, where news about hot new
companies travels fastest over
wine.
thane)etothevaney'spropi
tious climate for venture
nities, Valentine started h
Capital in 1973 after 12 years in
sales, marketing and management
positions in the electromics indus-
try, notably with Fairchild Camera

-Jooking for

nox_l-_ponformists,
for unusual people
with unusual

ideas.?
— Don Valentine _

afford to wait until they come
down.” :

Between 1973 and 1983, the soc- |
cess formula Valentine and his }
partpers used shows a King Midas §
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Inc. of Sunnyvale. He is dressed for
his regular Friday golf game in
bright kelly green pants and shirt.
Green, he says, is his favorite
color.

Among insiders in the invest-

tered historically on computers,
peripherals, office equipment and
communications companies
located on the West Coast.

ment community, Valentine §s ~

known as
one\ of
venture
capital's
olden
i s. .He
has been
called
of
the men
w h o
started
Silicon
Valle
Valentine bac
was nothing bul endless rows of
fruit trees brushing against the
California sky,

An intensely private man who”

lives quietly with his wife and their
youngest dauvghter in a lopation he
refuses to disclose, Valeritine shuns
publicity. He doesn't save b!::.s own
newspaper clippings, and he plays
his close to his vest while on
the venture capital cocktail party
circuit. This is a decided rarity in
the venture “good-old-boy” net-
work, where news about hot new
companies iravels fastesi over
wine.

With an eye (o the valiey’s propi-
tious climate for venture opportu-
nities, Valentine started Sequoia

Capital in 1873 after 12 years in.

sales, marketing and management
positions in the electronics indus-
try, notably with Camera
& Instrument Corp, Mountain
View and National Semiconductor
Corp. of Santa Clara, :

when it

Another competitor adds: “He's
real tough about making people
\pay up. He also won't chase issues

t are way over-priced. He can

& There are no
rules. We're
looking for
non-conformists,
for unusual people

"vu_:ith- unusual
'idpas.i

— Don Valentine

afford to wait until they come
dowmn.”

Between 1973 and 1983, the suc- |
cess formula Valentine and his

m%wmmmmmw-: :

Coast, ia Capital is small.

San ‘Franeisco’s Hambrecht & ‘widé range of high-tech flyers, |

Quist, for example, manages $450

million in funds and invested $89

million in 1983. Kleiner Perkins
Caufield & Byers, also of San Fran-
cisco, invesied $41 million in 43
deals for that same year. - :

In contrast, Sequoia Capital
manages $150 mil-
lion and invested §15.9 million in
21 investments during 1983. A sur-
vey in Venture magazine ranked
Sequoia Capital #4th the
top 100 venture capital firms in the
country. The staff consists of five
partners in Menlo Park and two in
Los Angeles

“Given our size," Valentine says,
“we have to exploit time. We have
to get in there before big compa-
nies get interested in the same
opﬁrtum'ty.“

IS most recent fund, Sequoia

Capital IV, launched in F
1984 and capitalized at $90 million,
1s looking al “transitions "

“The Lelephone company is a

Altos Computer of San
Jose, LSI Logic Corp. of tas

“{semiconductors) and Tandon ;o
+of Chatsworth (hard disks).

Sequoia Capital III, launched in |

‘1982, has backed almost 40 |

company (

Semiconductor of San Jose)
developer of artificial ilhtdhg i
expert tems (Syntelligence
Menlo ml, 4 :

Valentine has had his share of
winners that turned into losers,
including Atari and Pizza Tim
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Tandem Computers Reaches Out-Of-Court Settlement With SEC

CUPERTINO, CALIF. —
Tandem Computers Inc. said
it has reached an out-of-court
settlement with the Securities
and Exchange Commission on
charges that it committed
fraud and inflated its prof-
its and revenue for fiscal
year 1982,

Without admitting or deny-
ing the allegations, Tandem
consentedto an entry of judg-
ment enjoining it from viola-
tions of federal securities laws

and requiring that its outside
auditor, Arthur Andersen &

Co., perform special audits of

Tandem’s accounting of sales
for fiscal 1984, 1985 and 1986
to ensure that the company
has improved its procedures,

The charges followed a two-
year non-public investigation
of Tandem's accounting proce-
dures, which the SEC began
in October 1982 when il was
reportedly tipped off that Tan-
dem was not following stan-

dard accounting procedures
for its orders.

That same year, Arthur An-
dersen and Co. reviewed Tan-
dem’s revenue recognition poli-
cies. As a result of that review,
Tandem restated its fiscal
1980 earnings and sales, down-
grading revenue from $3356.8
million to $312.1 million.

Later Tandem restated its
profits and sales for all four
quarters of fiscal 1982,

SEC attorney Claudia Bel-

cher said, “It was a problem
of recognizing revenue before
it was appropriate to recog-
nize it." Tandem was count-
ing revenue on orders that
were not final, that were con-
tingent on financing, manage-
rial approvals and other things,
she said.

The company was charged
with violating the fraud provi-
sions of the Securities and Ex-
change Act. The suit also lev-
ied charges of reporting and

NOTHING

REFLECTS THE

CHANGING FACE OF
THE COMPUTER INDUSTRY

LIKE COMDEX

accounting violations against
Tandem and three of its ex-
ecutives: James Treybig, presi-
dent; Robert Marshall, chief
operating officer; and Henry
Morgan, former contraller, sec-
retary and treasurer, who re-
signed in February.

Tandem said it was consent-
ing to the entry of judgment in
order to avoid the extensive
commitment of management
time and financial resources
that would be involved in a
court action on the matter. A
spokeswpman said the agree-
ment essentially puts an end
to the matter. Tandem has
made changes that have im-
proved its accounting proce-
dures, she added
Design Graphics
Acquires Arcad

LOS ANGELES
Graphics Software Inc. last
wct'-lt sald it has purchased
year-old software marketer
Arcad for an undisclosed
amount of cash. Arcad will be-
come the marketing arm of
Design Graphics,

Design Graphics president
and chief financial officer Da-
vid G. Hamlin has been named
president of Arcad, replacing
Peter Martin, who assumes
the titles of Design Graphics
executive vice-president and
Arcad vice-president and mar-
keting director.

Privately held Design Graph-
ics, which was formed in June
as an OEM value-added re-
seller of computer-aided-de-
sign systems, will “restruc-
ture Arcad's marketing effort
to include turnkey systems to
run Arcad's AIDS [Architec-
tural Intersctive Design Sys-

Design
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e world of large computers used to be quite a headache But now that
theirfullline of proven communication products things are much easier
he VP of Finance said he wanted to tie into the mainframe down the
'COX™ was my inslant answer, We just plugged the card into his PC,

> the [BM controller. No need to double up on hardware or clutier up
minal

nplex problem for our Director of Marketing He's opening up seventeen
nd wanis to link them to our host at headquarters Now: at the same
wernow commurnication

5. Here AST really pro-
and BSC products with ’ ...1 = _]Z[ = |H4L:?.

I .go with AST-BSC™{oday.
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