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Summary:  With the announcement of DSM, Tandem has made a

major commitment to system and network management.

Key Issue: Can a midrange system vendor
provide large network management capa-
bilities?

Tandem Scenarios for Intersystem Net-
work Management

Enabling Tandem networks to be managed
from an IBM network (NetView interface)

Managing Tandem’'s own homogeneous
distributed networks (home-grown sol-
utions from DSM)

Managing heterogeneous networks from
DSM (via third party solutions)

)

Distributed systems management (DSM) is one of those
illusive targets to which vendors aspire, but few have
achieved. Tandem Computers is engaged in an ambi-
tious project of creating a DSM architecture and an-
nounced last September the first in a series of products
(see accompanying note P-906-608) designed to position
Tandem as a leader in distributed and departmental
systems.

Tandem has much to gain from such a major investment:
1) current Tandem networks in typical large accounts
average only five to seven systems, but have the po-
tential to grow into thousands of terminals distributed
among many dozens of remote system sites; 2) fault-
tolerance has only limited applicability where applica-
tions and user operations are concerned and does not
provide the facilities and tools for corrective opera-
tional procedures, configuration management and ca-
pacity planning; 3) as a major midrange systems
aspirant, Tandem must battle Digital Equipment Corp.'s
influence and image in distributed systems; and 4)
systems and network management is strategically im-
portant in locking in user accounts with a single ven-
dor. If it succeeds with DSM, Tandem's existing
strong OLTP position could place DEC on the defensive
(and perhaps slow DEC's progress in the financial
sector) .

Tandem and DEC both espouse similar philosophies of
distributed systems -- the network as the system --
especially from the perspective of the user's need to
access global resources. But we believe that Tandem
is currently taking the concept farther and faster than
DEC. DEC's network management capability has thus
far failed to address wide-area fully instrumented
systems, whereas Tandem is attempting to build a
comprehensive distributed systems architecture, with
local or remote control, peer or hierarchical, across
wide-area networking.

The Tandem framework is based on three major com-
ponents: 1) systems management; 2) network manage-
ment; and 3) remote management. Within this model,
Tandem is focusing on a number of key requirements,
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Figure |

Requirements of Distributed
Systems Management

all hardware and systems software
instrumented

passive and proactive network man-
agement

applications instrumented

central and local control

peer or hierarchical

automated operations

distributed naming service
relational database technology
configuration management
capacity management and planning
security

IBM NetView coexistence
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which, with the exception of IBM, have not been
s]uitably addressed by most major vendors (see Figure
1).

In high-volume transaction processing environments,
all components of the system must be instrumented
(i.e., accept commands and report information). Tan-
dem intends this to mean not only CPU and peripherals,
but operating system, transaction monitor, network,
modems and even the applications. An application, for
example, would alert a console monitor if cash were low
in an ATM (automatic teller machine). Both a status
(passive) and proactive approach to network manage-
ment has been adopted. In the former, the operator
is forced into reacting to events while the latter is
patterned <closer to an early warning system.
Programmatic control is vested in operations manage-
ment and modeled along preventive measures as op-
posed to reactive ones.

Another important objective is to improve the produc-
tivity of the operators and place more recovery func-
tion into the network management system itself. The
automated operations feature relieves the local opera-
tors of restart procedures in the event of downed
connections. Programs automatically initiate new at-
tempts and, if non-recoverable, can feed information
to problem management. The Distributed Naming Ser-
vice of DMS maps the physical components and con-
nections into functional names and relationships and
stores them in a database. Tandem will eventually uti-
lize its relational technology in storing subsystem re-
lationships independent of the applications so that
changes are easily incorporated without affecting pro-
grams.

Tandem has also given careful thought to devising a
coexistence strategy with IBM networks. With one of
the best arrays of SNA connectivity products in the
industry, Tandem will play in IBM SNA networks as
an SNA NetView Management Services point (a la
NetView/PC), or as the system manager for its own
network which includes SNA devices.

With the architectural foundation in place, Tandem now
should have its future development targets positioned
well. It will still take Tandem several more years be-
fore all of the pieces are in place, including config-
uration management and capacity planning. But we
believe Tandem has grasped the key issues and pro-
ceeded to erect a sound model. Systems management
will be a major differentiator among midrange vendors
in the distributed processing market and Tandem has
now added another reason (beyond its system reliabil-
ity) to be considered as a peer with DEC and IBM.

G. Weiss SCS: C-906-609.2
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Tandem's Network Management Architecture

DSM provides a well-thought-out framework for large-
system management and broadens Tandem's credentials
as an upcoming major contender for distributed sys-
tems.

Key Issue: How will midrange vendors dif-
ferentiate themselves as hardware in-
creasingly becomes a commaodity?

Figure |

Architectural Building Blocks of DSM

EMS (Event Management Service). col-
lects and distributes event information
from instrumented subsystems throughout
a network.

SPI (Subsystem Programmatic Interface):
a Tandem deveioped standard for mes-
sages and protocols used in the exchange
of event information among subsystems
| and applications.

Viewpoint: operations console facility with
a window into the entire network for single
point of control.

DNS (Distributed Name Service). database
and cross-reference of the network’s in-
ventory of all components for use in auto-
.|mated operations.

Measure: collects system performance
data.

NSS (Network Statistics System): collects
and displays system and network statis-
tics.

Tandem Advanced Command Language
(TACL): provides high-level command
language services

Viewsys: resource monitoring.

)

Tandem Computers has transformed and enhanced its
current network management environment from a loose
confederation of utilities into a full-scale network sys-
tem architecture. The company decided that nothing
short of a major development and foray into network
management was required to outdistance its competition
(primarily IBM) in transaction processing. One might
question such an ambitious project worthy of a
$50-billion giant like |IBM but porhaps somewhat dubi-
ous for a vendor one-fiftieth in size. First, Tandem
is in the very grown-up game of large transaction
processing systems. Second, it wants to encourage
expansion of its existing networks.. in which it antic-
ipates further growth. TRifd, the chief differentiation
among midrange suppliers imthe 1990s will be in added
value, such as the. ql'lut,m commodity hard-

ware. G 2y {_'..:‘ "'_"‘“‘ =

.

_However, Tanduu mmék wltlk nurly 40 utilities

(line-oriented command’interpreters) which taxed the
expertise and coordination’ of & large staff of oper-
ations, systems, maintenance and network managers in
large accounts. The proliferation of tools was becoming
an increasing burden .to.manage large networks and
we believe users were pressuring Tandem for improved
productivity. We also believe: that Tandem may have
become increasingly edgy ut IBM's growing influ-
ence through Stratus and the enhanced NetView man-
agement package.

The basic building blocks (see Figure |) of Tandem's
Distributed Systems Management (DSM) could serve as
a requirements model for most distributed systems en-
vironments: 1) support of automated operations for
unattended nodes and relief of repetitive tasks; 2)
filtering large amounts of status/event information

‘through subsets, aggregates and selective priorities;

3) operator or program access to subsystem and com-
ponents without knowledge of locations, attributes and
relationships; 4) expert system shells to unburden the
operators; S5) painless start and restart of complex
networks after reconfigurations or failed components;
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6) single point of control for multiple subsystems; 7)
programmatic interface between applications and sub-
systems to provide users choices over which functions
to automate; and 8) integration into heterogeneous
network environments (e.g., Systems Network Archi-
tecture, DECnet, local-area networks).

Many of these functions are variously implemented un-
der such DSM components as: Event Management Ser-
vice, Viewpoint, Distributed Name Service, Measure,
Network Statistics System and Subsystem Programmatic
Interface. Interestingly, most of these capabilities are
enhancements to the Guardian Operating System, which
was previously enhanced for high-performance trans-
action processing for NonStop SQL. These net man-
agement capabilities push Guardian into the forefront
as arguably the richest operating system in the middle
tier.

We would not contend that Tandem has perfected the
network and systems management problem. There is
still plenty of development effort, which we believe
Tandem recognizes, and intends to deliver over the
next five years. For example, Tandem must address
the presentation of network-wide information via
graphics workstations and pulf in data from heteroge-
neous networks as well as mixed data and voice envi-
ronments. In all probability, advanced user interfaces
using object-oriented, multiple-window displays will
play a key role. Additional requirements will center
on extensive use of relational database management with
application interfaces to configuration, problem history
and security profile data. And Tandem has yet to get
its arms around such areas as configuration manage-
ment, directory management, performance tuning and
capacity planning.

Nevertheless, we recommend that users perceive Tan-
dem's efforts as a significant forward step. The
framework has been established, building blocks are
in place, programmatic interfaces have been developed.
Moreover, the user can experiment with several dif-
ferent organizational scenarios based on either a dis-
tributed or highly centralized management philosophy.
Tandem will need to disseminate these products to large
end users with an effective technical education program
and rely on its key third-party applications developers
in the Alliance program to build DSM-based applica-
tions. Short of dropping the ball, Tandem should be
able to exploit DSM in solidifying its large account
position and bringing the company further recognition
as a top midrange vendor by the end of the decade.

G. Weiss SCS: P-906-608.2
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Erasables Catch Japan’s Optical Disk Mkt. Eye

By MINORL IHARA

TOKYO (FNSi—A sumber of
Japanese compames will soen
enter the emerging market for
optical sterage devices, following
the lend of Matsushity and [oter-
national Bosmess Machines
Corp., bul Iheir emphasis ap
pears to be primarily oo eranabie
yslems

eral masager of Sony's oplcal
disk drive division  He sad W0
peroent, or possibly %0 percent, of
demands for optical )m(e de-
vices would be for erasabie sys
lema

All local sources contacted by
MIS Week shared the Sony ex
PCULIVE & view

Matsusbats, which supplies
5 Seinch write-once sysiems o
IBM, also has 8 plan to market a
3 Snch erasable system based
on the same phasecharge tnch-
nology “wemelime pext vear,
according to Yasuhiro Sugitars
Eroup manager of the compuany's
central ressarch labaratories

IS0 Lends » Hang

The techmical specifications of
Matsushita's and all local mams
facturers’ disks, for thal matter,
would be similar 1o Sony's be
cause the Japanese are working
closely with the [International
Standards Organization | [50) on
he standardtration of writeonce

systrmz and on erasabie systems.
next year

Unkike Sony, however, Matsu-
shita opted to use Stanford R
Orvehinsky's phasechange pat
enls lor s ermaable system
Sagthars explained (hal it was

noirg Lo use the same Lech-
eology lor all of its writeonce,
erasable and readonly memory
{ROM) opical disks to maintain
s media compatibility

Camputer muisframe vendory
however, said it would take them
2 year or two more 10 introdoce
crasable oplical storage

Minoru Fujino, general man-
ager of Fujitsu's (e device
division, said an erssable main-
frame sysiem was being re
searched. but the |ntroduction

wohl be las early s next
year "

He sald two to three years
would be necessary because the
optical devices would be loo slow
in data transfer and acoes Ume
fo be computer Rorage devices
“Probably mare importantly,”

Largest Decision36 Network Set Up
In Trump’s Castle, Atlantic City

keep track of uniforms foc all
employees, wid Bob Entrelien
the depertment’'s director, who
wrole the apphication

‘i's & &fMicult chare 1o keep
track of ali the clothing sssigned
to all of the bellmen, desk person
nel, dealers, maintenance, secur
ity. maids, showroom staff, cock
tall servers, ofc Entrelies
said "It's 2 millian-doltar (nven
tory datsbase funchon contaning
120,000 individual garments and
4,000 prople doing 180 different
jobs at the casing, with three shift
changes daily *

Entreken said that in the past
Trump's wsed a manual system
for uniform inventory contrel

Bob Enfreden dvecior of ward-
FobDe MANAQETEE Wwrole i a0
picaton 1o handke the “cificul
chore” of manegeg Me Mo
aoflgr mverdory SEAlaLe

“bat it dedn work In (be end,
everything gof filed in the cor
ndors Now we have multiple op
erators keeping track of the n
wventory and garment aasign
ments on & real-ime. 34-hour
basis,” he said

The multi-user Decisiond sy
tem is sourcecode compatible
with [BM System/35-developed
RPGII applications and MS-DOS

applications written for com-
patitrlity with the [HM PC

The Decision® provides the
oppartunity 1o miegrate powerfol
programs such as those written
for TBM's System/'M and /3%
mirscomputers, while preserving
the invesiments end-user ocom-
panies have made i PClevel
soltware procedures and (rain
ing.” sand Allan Stanko, Decision
Data's director of systems mar
keting and sales

‘Unique Solution’

Stanks said that the system
was nol @ clooe of rither [BM's
System/ 3% or the PC, ralher »
“unbque solution which owver-
comes the limitations of the IBM
5/% and the confusion. disap-
pointments and excesuve life-
cyche omils ueers docover when
sttempting to Lnk exisung PCs
into baminesslike sysiems

The architecture of the De
cimond [eatures paraliel high-
spred applications processors—
one processar dedicated to each
terminal in the system — linked to
a highspeed contml processor

for access lo all system resources
such as disk storage, printers and
tape backup

Each dedicaled lerminal pro-
cessor provides the user with up
o 540 Kbyles of memery and
internal disk storage oplions that
will range up to 800 Mbytes Ter
minals and printers are ASCIL,
TBM 5280-class or a combination

The system is markeled in
vanous coofiguralions, with ex
panuon options thal permit un-
interrupted migratioo from two
to 16 esers initially, and with a
capability for futher expansion as
additional components of the sys-

It has a nationwide network of 120
service locations with more ten
00 field engineers

said the Fujisu official, “com-
puter folks are all so conserva-
tive that they dea't Lrust anything
without proves perfrrmance
The § -inch erasable systems
under considerstion were gener-
alty rated as having & corrected
it errur rate that s bess than 10
to the negatrve 12th power, and

power from 15 to 30 milliwats
tmw), from 0 8 micron to 0 &8
micron in laser beam size, the
development of 4 four-laser ar
| ray for fast parallel read and
mes! importastly, 8 price de
croase from 79 a laser unit to
less than $135 & anut

Matsushita's Sugiharn saud its
erassble optical systern would
have & mw of lser output, 50 e
™ s of seek e and X0 Mbytes
ol data capacity, hased on poss-
shie 150 standares

Erasable drives will not be
much more expersive Lhan write
once drives which in Matsusmbi
ta's case, st 2t 12,600 for a beilt-
tn madel and 10 for & stand-

'mnue&lmnpenodlob'
| priced at S108

Seny's erasable drive would
have a lut of about 53 000, targes

ambitions marketng plas
Fujitsu's Fujine said the syy-
tem, with its 300-Mbyte double-
sided digks would be targeted at
users of the company’s locally

chading 100t U § law enforce
men! agencies for fingerprot (1
|=‘|yu since  November
X
Saying local competitors Fu-
Jitsu and Hitechi have soid prob
ably only ball as many 3-nch
a8 NEC, lch !

od at such app a

and high-end microcomputers .
| cluding [BM PCx, Mashi said
NEC's first 5 B-inch M-O eras-
abie vystem would be sampiled st
about BT
Lowend erasable systems,
running & 3 S-inch M-O disk with
50 1o 100 Mbytes per side of ca
my. would sell for §1,358 ler
up with the PC w00 family,
lchiyama said No other com-

sabes of aptacal filing Fystems had
boen poar
“The market will have & fair

| of A Chantilly, Va diep d olfices
| had installed 3 Tandetn

systemm, valued at 1 4 The INET service for the Unit-
million, to support its new INET o States was Jointly
service oflering in the U.S mar- Bell Canada and Narthern

Al
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HEADLINE: GOLDN-GATE-UNIVERSITY; Top executives come together to plot a course
for America's high-tech future

DATELINE: SAN FRANCISCO

BODY:

Top-level executives from America's leading high technology firms will
convene in Silicon Valley this March to tackle a guestion of growing importance
to the future of the U.S. economy: how to combat the erosion of American market
share for high-tech products in the face of intense international competition.

They will be the speakers at a one-day conference on March 18 entitled
''Silicon valley in Global Competition: In Search of New Strategies far the
1990s. "'

The conference, sponsored jointly by the American Electronics Association,
the Semiconductor Industry Association, the Semiconductor Equipment and
Materials Institute and Golden Gate University's High Technology MBA program,
will explore industry-wide strategies to reverse the trends that have converted
the United States from a net exporter to net importer of high technology in only
a few years time.

Speakers and tentative topics include: Ray AbuZayyad, president, ROLM Corp.,
'‘Strategic Planning -- A Practical Necessity''; Richard Alberding, executive
vice president, Hewlett-Packard, ''Global Competition -- The New Reality''; Gary
Anderson, director of business intelligence, SRI International, ''Surviving in
the Global Market: Intelligence -- Don't Leave Home Without It''.

Other tentative topics and speakers are: Jack Chapman, vice president,
international sales, Tandem Computers, '‘'Marketing in a Competitive and
Culturally Diverse Environment''; Stephen Cohen, professor, University of
California at Berkeley and co-director, Berkeley Roundtable on International
Economy, ''Manufacturing Here or Overseas?''

They also include: Honorable Paul Freedenberg, under secretary, U.S.
Department of Commerce, ''Is There a Future in U.S. High Technology Exports?'';
Lewis Griggs, president, Copeland-Griggs Productions, ''Cultural Differences --
Fact or Fiction?''; Gerlof Homan, professor and director, high technology MBA
program, Golden Gate University, ''The Global Manager: A New Frontier in
Management?''

Other possible speakers and topics are: William Miller, chief executive
officer, SRI International, ''Innovation and Competitiveness''; George Scalise,
chief executive officer, Maxtor Corp., '‘Business and Trade Negotiations in the
1990s''; and Ralph Thompson, senior vice president, American Electronics
Association, ''New Approaches to the Global Challenge.''
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The conference will be held at the Doubletree Hotel at the Santa Clara Trade
and Convention Center, March 18, 1988. Further information is available from
bolden Gate University's Center for Professional Development at 415/442-7248.

CONTACT: Golden Gate University, San Francisco
Jack Coyle, 415/442-7248
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Marketers an the Move
Some investors moved their savings from brokerage firms to banks in the wake
of the market collapse. Now, with the layoffs on Wall Street, some marketing
executives at investment firms m3ay follow the mone
1t firms are trimming 2vervuhere sald Coclin A. Hanna, preside
re Group, a '52?4 ter Based West gster, Fa Unless this is 3
¢ Will be reductions ih marketing farce

At the same time, he says, most commercial banks have been adopting a more
market-driven focus, ''so it's a safe assumption there will be some increase in
banks' marketing staffs. Some of that talent will come from the brokerage
companies. '’

Why are investment firm marketers an especially good catch for banks?
ccording to Mr. Hanna, they generally begin with marketing knowledge, then
learn about investments. Bank marketers, on the other hand, often start with
banking knowledge, then learn marketing. ''The best investment firms are
involved in what 1s intrinsically a more marketing-oriented business,'' he s3aid.
'At the average bank, marketing 1s not seen as the engine that pulls the
train.'

Home Improvements

Migh home prices are pushing down hogusing starts and may czuse sales of
existing homes to dip next year. But the home Llmprovement industry 1s expected
to see strong growth.

The nation's homeowners spent $93.1 Dillion last year on improvements,
compared with $80.3 billion in 1985, and are expected to spend $98 billion this
year, says Stephen E. Grant, an analyst at Value Lipe Inc.

Rising home prices help the business in two ways, Mr. Grant said. Buyers
priced out of the new home market tend to remodel their present houses, and the
new houses tend to be larger and more luxurious, which means more fancy fixtures
and cabinetry. Next year, he predicts, the home-improvement industry will take
in about $104 billion.

A Broader Bonus Season
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alfg JETrE Ing tNE Checa U il sdan, ) ] =ring compensaclion = .
non-cash perquisites

From 3 tax point of view, 1t never made sense Lo pay bonuses in late
December,'' said Thomas A. Alto, a tax partner in the Long Island offices of
accounting firm Ernst & Whinney. It especially doesn't in 1987. The new tax
code means that a bonus paid In December, 1987 will be taxed at a maximum 37.5
percent rate. The sams nus, paid R 1988, will be taxed a maximum of
8 percent.

Non-cash bonuses, s 3 g8 membs 2 health clubs, are getting
popular, togQ, thnough employees must pa ax on what such perks are worth. The
psychological i1mpact may not be as great as a chunk of yearend cash, Mr. Alto
said, but f presented In the right light, 3alternate compensation can be very
popular.

lipping Paper Costs

Paperwork costs American businesses more than 31&0 billion a vea says

""f“‘_l"'_'“ M F - ~2oC8r L =Tl 4|'r .""!-"'JI"“:."' My "“..‘_1
purnal found that for sve dell hat companles spend to print forms, they
spend $20 to $80 to p £ss5, copv, distribute and destroy them.

The report gives some familiar prescriptions for reducing paperwork, such as
eliminating unnecessary memos. But Ms. Magnus says the meaningful reductions
will come from new technologies - electronic bulletin boards, voice mail and
video conferencing. Communication via these paperless memos ''crops up without
planning, because the technology is there,'' Ms. Magnus said. ''That's more of
an evolution than for a CEQ to say, 'Let's cut paperwark.''

Not by any coincidence, computer companies are leading the way in cutting
paper costs. At Tandem Computers 1Inc.'s uatsonvzlle, Calif., board-assembly
plant, bar-code readers and computer terminals have reduced from 10 to 1 the
number of paper transactions used to track and route the boards.

BRAPHIC: Drawing
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CONGRATULATIONS were offered last weekend to the Westchester Library System
and in particular to its director, Maurice J. Freedman, for the completion of
plans for a centralized, automated circulation-control system that is expected

to upgrade services at public libraries countywide.

To fete the new system, which has been in planning for five-and-a-half years,
a champagne reception was held at the Rye free Reading Room. The hosts of the
1t were Utlas International of Overland, Kan., designers of the system, and

- ,'A-. Inc

g
B} rs Inc. of Cupertino, Calif., suppll

M wn

the hardware.

-

A special cause for celebration was the participation of 37 of the 38 member
libraries in what some have called the biggest joint community effort ever
undertaken in the county. The White Plains Public Library, the only member
library not taking part in the project, belongs to a separate computerized
system. Mr. Freedman promised to ''find ways to work with White Plains.''

A total of $2 million was raised by individual libraries in separate efforts
to purchase their own terminals and shares in the new system's operations, at

,000 a8 '‘terminal share,'' according to the directar. Contracts were signed
for the purchase of 1465 terminals in numbers varying from one for the Briarcliff
Manor Public Library to 21 far the three branches of the Yonkers Public Library.

‘No one believed this could be done,'' said Mr. Freedman, a specialist in

library and information technclogqy who was hired in 1982 specifically to bring
about the automation of the county's public library circulation and cataloguing
systems. In 1981, Mr. Freedman received the Library and Information Technology
Association Award, given by a division of the American Library Association.

The director said that during the last five years he had gone ''from door to
door'' to persuade each community of the importance of an automated countywide
system and to encourage individual library and village boards to finance the
project. ''There was contention over local funds - why should money go to the
library?'' Mr. Freedman said. ''We had to convince everyone that mechanization
was desperately needed.''

The resulting system, which Mr. Freedman called '‘the biggest cooperative
library automation project in New York State,'' will make cbsolete equipment
that he said in some libraries was ''literally falling apart.''’

Thirty-two libraries will be connected to a3 central computer facility at the
Library System headquarters in Elmsford by next April; the remaining five
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libraries will be connected by April 1989. Eventually the system will give
librarians immediate access to an on-line data base of updated information about
every title held by each library - a total of more than four million books,
pamphlets, magazines and records.

The system will show not only which libraries own which titles - information
that Westcat, the microfiche catalogue, now pravides for books only - but also
how many copies of a book are owned and whether the volumes are on or off the
shelves. If 3 requested title is not available, it can be reserved automatically
and the borrower will be notified automatically when it has come in.

In most libraries, initially, only reference librarians will have direct
access to the computerized information, but Mr. Freedman said he expected public
terminals to be installed as more funds become available. The Scarsdale and
Greenburgh libraries each will have a terminal for public use.

The new system ''is going to be wonderful,'' said Patricia Anderson, director
of the New Rochelle Public Library, who added that the project represented ''a
massive coming together of dollars, time and energies.'' Ms. Anderson emphasized
that librarians in New Rochelle ''will have much greater control over our own
inventory of 180,000 volumes.'' adding: '‘Right now it is an intense and
laborious process to find out who took 2@ book out and when it is due.''’

Ms. Anderson added that at any given time, 10 to 15 percent of New Rochelle's
titles were overdue, usually because of ''simple forgetfulness.'' In the new
system, overdue notices will be sent out automatically and up-to-the-minute
information about delinquent borrowers will be provided to all public libraries
in the county., This change, though welcome to librarians, may not be so popular
with the public, Ms. Anderson conceded.

'"“In an automated system, you're an automatic delinguent,'' Mr. Freedman
said, ''And once you settle up, you're automatically not a delinguent anymore.''’

The Westchester Library System plans to rebuild its present offices,
incorporating ''special environmental conditions'' to accommodate three
full-time computer operators who will keep the service going seven days 3 week,
the director said.

The Juhl Advertising Agency in Valhalla will conduct 3 pro-bono campaign on
behalf of the Library System to teach the public about the changes in library
service that will take place. One change will be a new library card for
everyone, '‘'with a bar code onh it like a can of juice in the supermarket,'' Mr.
Freedman sald.

Tandem computers are '‘especially wonderful for their tremendous ability to
deal with high-transaction processing,'' he pointed out. ''We don't want people
lined up at terminals at 4 P.M. or other peak-load processing times because the

computer has slowed down.''

''‘Libraries will be linking up to impressive state-of-the-art computers and
the gperators to run them,'’ he added. '‘They're getting a lot for their

money.''

)oto of Maurice J. Freedman, director of the Westchester Library
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HEADLINE: ULTIMATE/CPA-DATA; (ULT) The Ultimate Corp. acquires CPA Data Systems
DATELINE: EAST HANOVER, N.J.

BODY:
The Ultimate Corp. (NYSE:ULT) announced Thursday the acquisition of CPA Data
Systems Inc., formerly a Canadian dealer for Ultimate.

CPA, which will be known as Ultimate Canada Inc., has a head office in
Waterloo, and other offices in Toronto and London, Ontario, as well as Winnipeg,
Manitoba. The purchase price of the acquisition was not disclosed.

CPA, founded in 1975, has been an Ultimate dealer since 1979. CPA has
approximately 125 sales, support, and software development staff serving a
customer base spanning from Nova Scotia to British Columbia. CPA concentrates
its efforts on turnkey computer systems for manufacturing, distribution,
agribusiness, automobile clubs, general insurance and trucking businesses.

CPA President Al Price and Vice President Grant Roberts will continue in such
capacities with Ultimate Canada Inc.

Theodore M. Sabarese, president of Ultimate, commented, ''CPA's reach 1n
Canada is important to our strategic efforts since having a stronger presence
outside the United States is very important to us. The company has had a long
history of success as an Ultimate dealer. Operating as a wholly owned
subsidiary, we expect it to achieve even greater growth.''

The Ultimate Corp. provides information management solutions to businesses of
all sizes by integrating the Ultimate Operating System, an enhanced version of
the Pick operating system, with computer hardware from Honeywell Bull Inc.,
Digital Equipment Corp., IBM and Tandem Computers.

The Ultimate Operating System is characterized by a unigue sustems
architecture that integrates fourth generation language capabilities with a
relational data base. Ultimate's products are distributed through a worldwide
network of dealers who add applications software.

In addition to its domestic operations headquartered in East Hanover,
Ultimate has subsidiary operations in the United Kingdom, France, Spain, Italy,
Australia, New Zealand and Hong Kong.

The Ultimate Corp. was founded in 1978, and the company went public in 1981.
Its stock is traded on the New York Stock Exchange under the ticker symbol
“HULT. %2
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HEADLINE: Is Government Singular or Plural? (Plural, If Export Is Your Game.)
BYLINE: By Laina fFarhat

EODY:

In all the languages of man, the names for things both reflect how we see
them and how they affect our perceptions of reality. Eskimos have many
different words for snow, each describing a type and texture that in English
would require a3 phrase. The Arab Bedouin has as many words for sand as the
Eskimo has for snow; sand is his life-or-death environment. English, however,
(both the British and American varieties) is the language of a culture that has
long outgrown basic life-and-death matters; our language 1s expressive, rich,
and . . . fuzzy. Which brings us to the point: American English makes singular
nouns of institutions that are really very plural, very multiple, and not
unified at all. As a result of the linguistic form, we tend to see very
multiple entities as singular: THE government, THE people, THE
military-industrial complex. Such language is deluding us. Anyone who believes
that our government speaks with one voice is ready for some nice swampland I
have far sale.

Let us take the issue of trade -- friendly trade -- and listen to the words
of THE government. The government (Commerce Department) promotes trade: "GO
forth and be fruitful, multiply, and trade -- and the light of Commerce shall
smile upon thee." But then, the government (this time, DOD) says: "Thou shalt
not trade with companies that smile upon thine enemy." The government
(congressman from a district with trade-dependent industry) says: "Jobs, son --
we're talking about bread and butter here!" And the government (intelligence
community) says: "Thine enemy is acquiring thy military technology by theft and
by hoist! Trade not." Which of these Governments is your government?

Nor is Industry any longer a singular noun. We cannot even qualify it by
saying American industry. Industry has become multinational, global, and of a
size and complexity that makes monitoring or controlling close to impossible.
Try tracing the connections of AT&T, for example, and you will find joint
ventures with Toshiba, Olivetti, Phillips, Matsushita, Sharp, JVC and Sony.
AT&T is involved with Japan's NTT, and NTT is involved with IBM, which has
linkages to Nissan Motors and Mitsubishi. Somewhere hidden at the base of this
network of bedfellows is C. Itoh, which apparently aorchestrated the
Toshiba-Kongsberg illicit transfer of submarine technology to the Soviets., How
does THE government put the squeeze on a3 wrist this size -- while simultaneously
fighting off THE government's other branches?

In an article called "Shoot-Out at Tech Gap" (Time, Oct. 12, 1987), an
interesting struggle between Commerce and the Pentagon was charted. Commerce
approved sale of a $ 3 million order for an IBM mainframme computer system to a
West German company, Transnautic. The Pentagon had fought the sale on the
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grounds that 51 percent of Transnautic 15 owned by the Soviet Union. The
deadlock was resolved when the Soviet-controlled company bought a Hitachi-made
[EM clone.

What do we learn from this? It seems that several conclusions can be drawn:
1) The Soviets will use any underhanded means possible to acquire technology,
thereby shortening their development time and saving the expense of having to
reinvent the wheel. 2) If the hardliners in the United States succeed in
damming the flow of our technology to the Soviets, our friends and allies, who
depend upon trade, will not be so nice. 3) If we read the economic forecasters
correctly, our future lies in trade, joint venture, and internationalization;
and that goes for the defense industry too (see Ten Year Forecast, page 97).

In bringing our plural government back to a single focus, a few lessons from
history might be appropriate. Monopolies and cartels do not work for long.
Anytime someone tries to bottle up an idea or a technology, it 1s like creating
a vacuum. Someone will rush in with a monopoly-busting idea, product, or
technique. We are the beneficiaries of 150 years of experiments in monopoly
economics, and we have witnessed the failure of this tack. What has made
America so inventive, productive, and fruitful over our history has been an
environment of openness in competition, in literature, in conferences and
symposia -- and little talent for keeping the cards close to the chest. There
is a synergism 1n openness that has stimulated and served our technology well.

Although the Soviets steal our technology -- sometimes copying a chip down to
its flaws, we really cannot hope to staunch the entire flow. Of course we must
try to safeguard our most sensitive technology, but this should be very limited
and should be continually purged 35 more important items are added.

The government is indeed a plural concept, being comprised of many people In
many agencies serving the multiplicity of agendas required by we the people(s).
We cannot help but agree with the economic forecasters that the continued
success of the American economy lies in expanding trade, including the
internationalization of the defense industry. Furthermore, we cannot help but
agree with_James Trybig, the chief executive officer of Tandem Computers (in a
recent address to the Commonwealth Club in San Francisco) that our phenomenal
creativity lies in our ability to be on the leading edge, not in worrying about
keeping things shut up and unavailable. The reason that the Soviets have to
steal is that their closed society makes access to ideas difficult. Can you
imagine what it would be like if nearly every Soviet household had its own
desktop computer? Can you imagine what would happen to the communications in
that closed society? Hmmm .
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Vendor Spotlight

For years, observers of the EFT indus-
try have expected Atalla Corp. 10 become
a major player in point-of-sale terminals.
It has an entree to the market with its sys-
tem for securing personal identification
numbers, both when they're issued and
when they're used, and has a stellar repu-
tation for turning out quality products. But
Atalla has retained a low-profile image in
POS, leading many of the same observers
to wonder what Atalla’s plan is.

Last month San Jose, Calif.-based
Atalla sent a loud signal to those
observers and to its competitors that it is
serious about POS: It agreed to be
acquired by Tandem Computers Inc., its
$1 billion-a-year neighbor in Silicon Valley
and the leading provider of EFT computer
hardware to banks and networks. And
Atalla is not shy about trumpeting its inten-
tions with its new owner: “We no longer
want to be a small-niche company,”’ says
William Atalla, Executive Vice President,
Chief Operating Officer and son of
founder Martin M. ““John’* Atalla.

Capturing More Business. The deal
represents the third acquisition in the past
year in the POS terminal industry and is
evidence that the long-predicted trend
toward consolidation is heating up. In the
past year, Datatrol was acquired by Data
Card Corp., and Lexicon was bought by
ICOT Corp.

Until now, Atalla’s size has prevented it
from capitalizing on its strengths and early
entry into the POS market. Atalla has sold
fewer than 3,000 POS terminals in the
U.S.: 2,000 to Vons Grocery Co. in Calfor-
nia, and 800 to three other supermarket
projects. There are about 35,000 direct-
debit terminals and 150,000 credit-card
draft-capture devices in the market today.
“Atalla’s sales are not big deals today,”
says an executive of a competing firm.
"Big deals are 7,000 or 8,000 terminals at
aclip. If you're not signing some of those
once in a while, you have to question
whether you should be in the market.”

But with Tandem's resources and mar-
keting muscle, Atalla could emerge as one
of the most formidable competitors in the
POS terminal industry. “‘Our size has
limited the marketing we can do,"” Atalla
says. ''We should be able to capture a lot
more business through (being associated
with) Tandem." -

Atalla Corp. has been a family affair.
Besides son Bill, the company employs
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Atalla Looks To Tandem For Marketing Muscle

daughter Lori Abelman as Director of Mar-
keting. Both will retain their jobs and titles
after the acquisition. Martin Atalla will
remain as Chairman of Atalla Corp., which
will continue to operate under its own
name, and will join Tandem's Board of
Directors.

Atalla has been looking for a buyer for
about 18 months, Bill Atalla says. It con-
sidered 16 candidates before narrowing it
to Tandem. ‘‘We needed to find a strate-
gic partner who served the financial and
retail industries and one that had a critical
mass that we could use in sales and mar-
keting,”” he says. "We concluded early on
that Tandem was the best partner for us.
Their products seemed very complemen-
tary to ours. We run across them often on
our sales calls."

While Atalla gets the marketing muscle
and development resources of Tandem,
its new parent hopes the acquisition will
help it round out its EFT offering. One of
the prime factors that Tandem was seek-
ing was a security system o integrate into
its network products. Tandem had sold
security procedures as part of its software,
but preferred the security to be in its hard-
ware, where it is less subject to being tam-
pered with. That is exactly what Tandem
has been selling since 1974. "'t was a nat-
ural fit for us," says John Kane, Tandem's
Director of Marketing Communications.
“"We were looking for a security system
and, rather than develop a whole new set
of products, we bought Atalla. We are
showing that we are interested in every
aspect of transaction processing and have
recognized the need for security.”

Drop-In System. In addition to obtain-
ing a ready-made security system, Tan-
dem acquires a presence in the POS ter-
minal market. While $1,000 terminals may
seem like small potatoes to Tandem,
which is used to dealing in machines that
cost hundreds of thousands of dollars,
Kane says terminals can become impor-
tant to Tandem for two reasons: The
potential market for the terminals is in the
hundreds of thousands and being a termi-
nal supplier rounds out Tandem’s hard-
ware line by allowing the company to sell
a complete network, from the entry point
for transactions at the retail location to the
back-room processing horsepower for the
banks. '‘We can see doing a complete
Tandem drop-in system, all the way
through from the terminals to the

8

switches,"' Kane says.

Simply adding Tandem's sales force to
Atalla’s will suddenly give Atalla new pres-
ence in the POS market. Atalla joins Tan-
dem with a single POS terminal
salesman—Herb Williamson, Vice Presi-
dent of POS Payment Systems. Tandem
plans to assign terminal marketing
responsibilities to all 700 of its salesmen
worldwide. "“This gives us the foundation
for growth that will be a degree of magni-
tude larger than the 30% growth we
experienced last year," says Atalla. ““The
market has been growing at 45-50% a
year and we are now positioned to grow
along with it.”

Opening Doors. Tandem believes it
will not take much effort to attune its big-
ticket salesmen to small-ticket terminals.
“Our salespeople get involved in that end
of the network already because potential
buyers who talk to you about a high-ticket
item eventually talk about the terminals
that will be linked to that system,”" Kane
says. He believes the integration of the
Atalla line into the Tandem line will be
complete within a matter of months.

Tandem and Atalla hope that their joint
efforts will open doors for each other.
Each company claims about 1,500 cus-
tomers in the EFT arena and, while there
is some overiap, there also are plenty of
new opportunities for each company, they
say. "‘There is no question that there will
be substantial follow-on business for both
sides,'’ Atalla says. '“We hope to see not
just Atalla's customers going to Tandem
and Tandem's customers coming to us,
but all-new business opportunities that
arise as a result of Tandem and Atalla
going in to a new potential customer
together.” B
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Sun Forms 3 Companies
For Marketing In Europe

__BY EmIC NEE
MOUNTAIN VIEW, CALIF. —
Sun Microsystems Inc. re-
cently unnounced the forma-
tion of three European subsid-
inries in ltaly, Sweden and
Switzerland

With these additions, Sun
now has seven European sub-
sidiaries. The four existing

subsidiaries are in France, West
Germany, the United King-
dom and the Netheriands

The distributors that had
handled Sun's business in Swit-
serland and Italy will now be-
come Sun VARs, selling to and
users rather than to other
resellers

Ericsson Information Sys-
tems AB, which had distribut-

Intergraph Offers
Workstation, Chips

HUNTSVILLE, ALA. — [nter-
graph Corp. has brought out a
low-end engineening worksta-
tion incorporating the 32-bit
Clipper chip set developed by
Fairchild Semiconductor Corp.

Intergraph. which acquired
Fairchild’s Advanced Proces-
sor Divislon about a month
ago, also brought out a sec-
ond-generation vermon of the
Clipper

Intergraph intaking a shot at
the low-end with the InterPro
120, n 4-MIPS workstation
alated to ship in February, The
unit, which runs Unix System
V and is priced from $16.000 to
$19.000, uses the standard 25
MH:= C100 Clipper chip set. It
can be upgraded to a 30-MHz
m I{'r‘?'p"!!"""_‘- W

Other standard features of
the svatem include a hardware
fMloating-point processor, 6
Mbytes of main memory and an
integral S0-Mbyte furmatied
hard disk

The new CI00Clipper s, like

its C100 F‘:dwmr. a three
chip set chip set uses the
same instructions as the C100,
but has an estimated perfor-
mance of 13 MIPS. That's more
than twice the C100, Inter
graph aaid

Faster Clock

Performance gains are atl-
tributed to the 50-MH: clock
speed, compared W 33 MHz on
the C100, an enhanced float-
ing-point processor and a new
pipeline design that has few
clock cycles in several instrue
tions, the company said

Intergraph plans w eventu
ally incorporate the chip sel
into future product lines, and
sell the chips, Clipper-based
maodules and Clipper-powered
circuit boards to OEMs. The now
chip set will be availsble in
sample quantities during the
second quarter of next year
and volume deliveries wall be
available in the third quarter
the company said

ed Sun products in Sweden to
both resellers and end users,
will continue as & Sun VAR
selling only to users in that
country

Ericsson will sell to resellers
and users in Norway, Finland
and Denmark

Each of Sun's subsidinries
has its own direct sales force
along with a service and sup-
port arganization. The Europe
an subsidiaries report 1o Dar-
ryl Barbe, vice president and
general manager of Sun Micro-
nystems Europe.

“The European market ac-
counts for over 25 percent of
Sun's revenue and we see that
percentage increasing signifi-
cantly this year” Barbe said
in a prepared statement. Over
all non-U.S. sales account for
about 40 percent af Sun's
reveriue

Huading the three subsidiar-
ies are executives Sun re-
eruited from the sther comput
er companies’ European oper-
ations. Sun wenl oulside of
its ranks 1n order to get peo-
ple with expernience in Lhe spe-
cific countries. a Sun spokes-
woman sad

Sun Microsystems ltalia
SpA., Milano, ltaly, s head-
ed by country manager John
Baarns. who had been presi-
dent of Computervimion Italia

San Micros
holm, Sw
ocountry mana
who had been Nordic manager
for Gould Inc
- Microsystems Schweiz
AG h, Switzerland, s
headed by country manager
Roland Saner, who hod been
sales manager at Data Gener-
al, Switzerland

Tandem Stocks Safeway With Minis

CUPERTINO, CALIF. — Tan
dem Computers Inc has reached
4n agreement to supply
Safeway Stores Inc. with & net-
work of Tandem NanStop com-
puter systems for the oxnpany’s
US. retanl operations

The contract’s dollar value
was not revoaled. but it could
include up ta 13 NonStop ays-
tems over the next two years

In the first phase of the deal.

Safeway has installed a Non
Stop EXTI0 at its Salt Lake
City data processsing centoer
an EXTI0V25 at its Oakland,
Calif., headquarters, and a
NonStop TXP at its Phoenix di-
vision. Il the initial systems
work as planned. Safeway will
install ndditional computers at
each of ita nine other divisions,
a Safewany spokeswoman said

As part of the agreement

three independent software
vendors that are members of
Tandem's Alllanes program
will supply application soft-
ware to Safeway. The three
Alliance members are System-
house [nc.. Immedia Telematics
Inc and Dallas Systems Corp
The three will supply store
polling, electronic mail and
warehouse management sofi-
ware, respectively

HVE Engineering Names

CAMPBELL, CALIF, — HVE
Engineering [ne. named Holly
ta the new post of vice
presudent and genernl manager
in charge of the company's day
to-day operations
In her new post Reed takes
over responmibilities that were
held by HVE founder Howard
Halversan, who remains presi-
dentand chatrman of the VME-

bus and Multibus product com-
any. Reed will report to
{alverson

*Holly has obtained a complete
granp of the on-going oper
ations at HVE and is well quali
fied to assume total manage-
ment responmbafities. " sand Hal
verson in a prepared statemant
Halverson will now focus his ef-
forts on new product develop-

Ops VP

ment and nmrkrtmgg stratlegics
Reed joined HVE in 1984
as production manager Since
then, she has served as vice
president of sales and most re-
cently as vice president of oper-
ations. Before juning HVE,
was emploved at Kaiser
Aluminum, and prior to that
she spent pix yearsat [BM in its
customer support orgunization

INFORMATION CENTER

Thinking Machines Tries
To Think Differently

Continued from page 36
a $1-million-to-$6-millien
price tag

The Connection Machine is
the brainchild of MIT scien-
st and Thinking Machines'
co-founder Danny Hillis. As-
signing dedicated processors
to each bit of information
permits large amounts of data
o be processed simultaneous-
Iy, merording te the company
Suitable applicationa inciude
object recognition, seismic
tnterpretation and VLSI de-
sign simulation. Unlike other
supercomputers that require
eluborate liquid-cooling syw
temas, the Connection Machine
employs simple sir-cooling
methods

Industry analysts have laud-
ed Thinking Machines for its
unique approach to selving
compute-intensive problems
However, emerging competi-
tors, a growing number of
potential buyers who are skit-
tish about the economy and
changing application aire-
ments could spell trouble for
Thinking Machines, they said

“Like most companies that
have unique architectures of
this sort, their chief problem
15 finding the miches of appli-
cations that execule particu-
larly well on that architec-
ture,” sald Omri Serlin, presi-
dent of Itom International Co.,
Los Gatos, Calif. *The majority
of applications today call for
fewer, more powerful proces-
sors,” he sa

In terms of competition
Thinking Machines over the
next few months should be-
come concerned with Active

Memory Technology, Irvine,

Calif. According to Serlin, that
company this month is expert-
ed to introduce a machine sim-
lar to the Connection Machine
but with improved price/per-
formance ration. Serlin esti-
mated the machine will cost
about $100,000

Serlin and others are also
somewhat skeptieal about

If_mu really want
to be successful

in an evolving mar-
ketplace, you have
to find those who
are going to be
most successful in
applving that tech-
nology.

EEE

Thinking Machines' philos-
aphy of finding the “right”
customer before it sells its
computers, The company must
first answer to its venture
capitalists before it can em-
br:;'! that philsophy, Serlin
sa

The stock market crash may
also force a change in the way
Thinking Machines
its customers, said Jeff Canin
of Hambrecht & Quist. Fear-
ing further econamic turmeil
many rompanses are delaying
large equipment purchases
and could be reluctant buy &
supercomputer. “You can be
selective at choasing custom-
ers until things get in a
crunch,” he said
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Tandem Computers - Company Report
DREXEL BURNHAM LAMBERT INCORPORATED - Orr, J.W
10-28~-87 (RN=T20443)

Tandem Computers
(TDM - %19 7/8)

Watching for Value
Rating Neutral-} Shares outstanding: 99,550,000
S2~-Ueek Range: 37 S5/8-16 5/8 Dividend: None Yield: None
From To
EPS 19864 $0.72 - P/E 1986A e?.6bx
1987A: $1.08 - 1987E 18.4x
1988E : $1.50 1.40 1988E: 14.2x
rojected S-year Operating return on
growth rate: 17.0% tangible assets 28 .64
Market proxy ROR!: 12. 0% Total debt/equity: 1.9%
Company ROR1 1.4% Return on equity: 14 6%
Market cycle beta: e.2%X Reinvestment rate 14 .6%

Fiscal year ends September

POINT OF VIEW

Tandem'’s results for the fourth fiscal quarter ended September 30
and for the fiscal year were in line with our expectations. Needless to
gay, the market paid no attention in its slide last week. Tandem
actually has been doing very well in the last couple of years despite
elow demand growth for computers overall because it has a unigque
roduct; 1t has a modern product lineup and it has developed or
cquired lots of software. Based on reduced expectations for general
conomic activity in 1988, however, we are reducing our fiscal 1988
stimate for Tandem to $1.40 per share, which has been the low end of
our %1 .40~%1 .50 range, rather than the upper end $1.50 we had been
arrying. Tandem stock has been rated Neutral-i1 for some time almost
ntirely due to very high valuation in the marketplace. We now think
nvestors should be alert to an opportunity to buy this high quality
zompany during this period of market correction and adjustment

P T b T
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esults for the Fourth Quarter and Fiscal 1987

n

In the fourth fiscal quarter, product revenues increased 32%;
ervice and other revenues rose 31%, while total revenues increased 3I2%
o $291 .1 million compared with $220.6 million a year ago. Net income
for the fourth quarter increased 41% from $21 .6 million to $30.4
million, or %0.31 per share. For the year, revenues were greater than
$1 billion for the first time in the company’s history. Revenue for the

vear increased 35X from $767.8 million to $1.035 billion. Net income
for the year increased 6674, from $63.8 million, or %0.72 a share to
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in increasing numbers of late.

others have formulated joint ventures and strategic alliances with Canadian
technology companies.

over 1,800 electronics firms and 2,000 software companies. Canadians have
demonstrated particular expertise in the areas of telecommunications and
satellite communication, CAD/CAM and CAE software development.

Canada is responsible for the world's first digital microwave transmission
system, the first overseas teletext service and, much earlier, the telephone.

As free trade talks continue between the two countries, companies on both
sides of the border are looking for ways to profit from the decrease in trade
barriers. In fact, the American Electronics Association and its Canadian
counterpart, the Canadian Advanced Technology Association, recently signed a
cooperative pact.

to trade issues to public policy.

Meanwhile, several U.S. electronics companies have quietly been enjoying
tremendous success with Canadian operations. According to Mike Moore, vice

the highest productivity within the corporation and is the fastest growing
operating division."''

turnover each year.''

one of Digital Equipment Corp.'s most profitable foreign-based arms. Revenues
rose by 22 percent in fiscal 1987, following a 34 percent rise in revenues in

1786.

free trade talks progress, the hope is that greater cross-border technology

HEADLINE: ELEC/CANADIAN-TRADE; Electronics companies await U.S.-Canadian free

U.S. and Canadian high-technology companies have been discovering one another

Many U.S. electronics companies have gestablished Canadian subsidiaries while

Canada's electronics industry, valued at $23 billion in 1986, is made up of

The two organizations will swap policy development on everything from taxes

president of Tandem Computers’ intercontinental division, ''Tandem Canada has

In addition, said Moore, '‘Tandem Canada reports less than 4 percent employee

Digital Canada, which reported revenues of $582 million for fiscal 1987, is

As the two electronics communities begin to work more closely together, and
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sharing will result. According to John Reid, senior adviser for CATA, '‘Free

trade will produce a synergistic effect and result in increased collaborative
technological innovations between the U.S. and Canada.''

Ralph Thomson, senior vice president of public affairs for the AEA agrees,
''We look for free trade to increase the transfer of technology and ideas and
allow both countries to capitalize on each others expertise.''

CONTACT: Franson & Associates, San Jose, Calif.
Janice S. Bandeen, 408/298-1221
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HEADLINE: Who's most open aof them all?
BODY:
The rpute to multivendor connectivity i1s liberally strewn with problems for
users, primarilv because computer system vendors' ideas of what constitutes
ppenness vary so widely.

Network World's analyses of nine major vendors' systems over the past few
months indicate that Hewlett-Packard Co. leads the pack in terms of current,
overall support of Open Systems Interconnect (0SI) standards. Indeed, having
been the first computer maker toc abandon its praoprietary architecture in favor
of the emerging OSI protocol stack, HP is petting its future on standards.

e current lezader 1n terms of IBM connectivity, however, is Data General
(orp., a company that lags behind HP in fully embracing 0SI. Apple Computer,

Inc., in turn, excels in cooperating with third-party software vendors.

Nearly every computer vendor has staked out a connectivity niche, however
narrow, in which it can claim superiority. Therefore, it's difficult -- and
perhaps pointless -- to determine which vendor is the most open in a universal
sense. It's up to users to find out which networking applications call for a
particular vendor's unique brand of openness.

in the skeptical view of Dale Kutnick, an executive vice-president with
Stamford, Conn.-based Gartner Group, Inc., "No one is good at multivendor
connectivity today. If I had to pick, I would say that, in a year, HP would be
the vendor to watch. HP, more than the others, 1S making moves toward Openness
nd standards, and 1t's backing those moves with money."

In assessing the relative openness of a computer system environment, 1t's
necessary to answer several key guestions. To how many competing systems does
he vendor offer connectivity, and at what level is that connectivity provided?
Does the vendor also support third-party efforts to link its systems toc those of
competitors? Finally, does the vendor provide users with a smooth and
relatively inexpensive migration path toward full support of 0SI standards?

Interim solutions

while 211 major computer vendors profess to support the seven-layer 0SI
communications architecture, none can support it fully today. This is because
key protocols at Layers 3, 6 and 7 are still one to two years away from becoming
fully approved international standards.

In the meantime, vendors must either implement a "pseudo-05I" architecture by

making guesses as to the final form of the unfinished protocols or use an
interim architecture, such as Transmission Control Protocol/Internet Protocol.
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another bv all major vendors except Tandem Computers, Inc. and Wang
Laboratories, inc., both of which intend to offer TCP/IP products in the future.
Digital Equipment Corp. supports TCP/IP under Ultrix, the DEC version of Unix,
but not under the VAX VMS gperating system.

"“In the next few years, 0OSI connectivity will be confined to the lower
layers," says Dave Terrie, president of NewPort Consulting, 38 computer and
communications consulting firm in Scituate, Mass. "What you really need today i1n
the multivendor environment is TCP/IP. There's a lot of stuff to market with
0SI, but users can't use 1t. If the vendor 15 using TCP/IP, the user can expect
to be able to plug into about 100 different vendors with some degree of
interoperability.”

On the strength of its large installed base of proprietary Systems Network
Architecture networks, IBM is the only vendor 1n @ position to downplay TCR/IP,
drag its feet on 0SI and depend on other vendors to develop high-level 1inks
directly into its systems environment. All vendars discussed in Network World's
Open Systems series have invested heavily in providing links to Big Blue's
systems.

DEC's rapid growth may soon put it in a position similar to that of IBM. HF,
with a product called Network Services for the DEC vaX Computer, has already
moved to provide sophisticated DEC-specific connectivity. The burgeoning
third-party DEC connectivity market will no doubt induce other systems vendors
to follow HP's lead and develop their own high-level DEC links,

Beyond connections to IBM and DEC, however, computer vendors prefer not to
provide high-level 1links to competitors' systems. Users with diverse multivendor
environments wanting more than basic terminal emulation and protocol conversion
must either develop such links themselves or seek out connectivity products
offered by third-party vendors.

Assessing IBM connectivity

Industry experts differ in their assessments of vendors' IBM connectivity.
Terrie calls the IBM connectivity game a two-horse race between DG and Wang. HP
is nipping at their heels, and DEC lags behind HP, he says.

"Those four vendors all have upper level gateways connecting to IBM. DEC
makes a lot of noise; but in key areas, it hasn't delivered. DEC lacks both
[Professional Office Systems] and full-function [Systems Network Architecture
Distribution Services] support,” Terrie says.

Another important aspect of IBM connectivity, Terrie emphasizes, is the
ability to piggyback on SNA, which he says DG does well. DG allows users to
implement SNA transport protocols as a substitute for DG transport protocols. DG
data is sent across the network as if it were SNA data and 1s then unwrapped and
presented to the DG machine. Terrie explains that this method obviates the need
for separate lines for DG and other traffic. "DEC is saying it doesn't need SNA,
although I think it would help them strategically to support it," Terrie
concludes.
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Tandem's SNA Access Services Software (SNAX) products support & wide variety
of IBM protocols, including LU O through 4, as well as LU &.2. Tandem also
offers a direct, high-speed channel attachment bDetween 1ts systems and SNA
hosts. However, the company does nat yet support PU Z.1 or SNADS.

DEC again trails the competition in the eyes of John McCarthy, director of
the Professional Automation Report with Forrester Research, Inc. in Cambridge,
Mass. He gives DG, Wang, Tandem and HP high marks, noting that DG 1s the only
vendor among them to support PU 2.1 today. "DEC is 3 layer below those four,
because it has no PROFS for All-In-1, unless you go to a third party," he says.

"Wang 1s moving very aggressively with 1ts Professional Application Creation
Enviraonment (PACE) connection products, which will hook up high-level IBM data
bases. Ultimately, I think that product will be very important,” McCarthy adds.

But while Terrie and McCarthy denigrate DEC's IBM connectivity, a third
expert says he finds DEC superior to its competitors. Thomas J. Routt, president
of Network Systems Consulting in Seattle, says, "Clearly, PROFS 1s important,
out DISOSS is IBM's flagship office automation implementation product at this
g, OQut of these vendors {in Network World's Open Systems seriesl, DEC 1s the
t aligned to IBM's SNA through gateways. DEC has DEC-SNA gateways, which
)vide users with a number of advantages. The company supports LU 6.2 and
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[(Document Interchange Architecturel, SNA LU 1, Z and 3 emulation to the IBM
world, VAX application access into IBM DISOSS applications and IBM 3270 access
to VAX applications.”

Third-party vendor support

During the long journey down the open road, vendors can make multivendor
connectivity easier by providing third parties with product specifications that
facilitate the development of bridging products. This can be accomplished by
licensing source code, publishing specifications or providing programming
interfaces to third-party software vendors. However, while some vendors provide
sgurce code to customers under limited circumstances, they're loath to share it
with third parties.

Application program interfaces may be more in evidence, but "there's a world
of difference between publishing interfaces and licensing code," Terrie says.
"IBM publishes a lot of interfaces, but it takes people quite a while to figure
gut how to use them. IBM will always make sure 1t hits the availability window
first.”

Routt defends IBM's cooperation with third-party vendors. "IBM has published
application program interfaces for its SNA architecture, LU 6.2, Node Type 2.1,
SNADS, DIA and Distributed Data Management and Management Services Architecture.
aAnyone with those specifications 1s in a position to develop products around
them."

Apple outshines IBM and the rest of the field when i1t comes to cooperation

with third-party vendors. This comes 3s no surprise, since any maker of
non-IBM-compatible personal computers must nurture a thriving community of
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3 ks the most that can be expected from a vyendor 15 that it publis
ts interfaces. Omnicom 1s a :s«e¢oasr of 051 software, arc Neumann savs that
gxperience, all vengors are interested 1n participating in 0SI

"We have tested our 0SI software only with DEC and IBM in Europe, but my
e 1s that all the vendors are working closely with each other to achieve
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what 0SI compatibility means today, and what purpose it serves today, are
highly debatable. While vendor Db;-DaSEd products will enable disparate systems
to communicate, those communications will never take place in a manner as
sophisticated as communications in a single vendor's systems environment. And
vendurc will still attempt to distinguish themselves Dy developing proprietary
applications with greater functionality than can be cbtained through the 0SI
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"You want vendors to keep building proprietary applications,” McCarthy
observes. “"Those are controlled by one vendor, which means they'll evolve a lot
faster for general use than a standard that has to be thrashed out by 30
companies in a standards body."

Still, 0SI-based connectivity products will be invaluable to users who must
integrate multivendor networks. Despite DEC's advertisements to the contrary, no
single vendor will ever have it all. OSI gateways look like the best solution
for users whose applications dictate a multivendor networking approach.

The premier vendor in terms of 0SI compatibility today, HP, has phased out
its proprietary architecture in favor of a completely O0SI-based solution. Where
international standards are undefined, HP has implemented de facto standards,
such as TCP/IP, as interim measures. qura*'ng to OS] was a matter of survival
for HP, which lacks the respurces to pursue proprietary connections to both IBM
and DEC environments.

HP 1sn't the only vendor pushing 0SI solutions, however. Network Systems
Consulting's Routt puts DEC and, surprisingly, IBM at the top of his
0SI-compatibility list. "DEC probably tops the list with its [Digital Network
Architecture] Phase 5 implementations. It was the first company to state a
strategic alignment in its future products to OSI. But IBM has done a lot in
that area as well. Until two years ago, that wouldn't have been true, but since
then IBM has introduced 21 separate O0SI products that range in support from
X.400 to [File Transfer and Access Method] to [Manufacturing Automation

Protocoll."”

While all nine vendors surveyed by Network World have stated their intent to
support the X.400 electronic messaging standard, only three vendors have
products available now. DEC is the only vendor with an X.400 product available
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= cal committees have endorsed 1t, sugges g that it will Decome part of
the 051 stack. Routt anticipates IBM's peer-to-peer communications protocol, LU
6.2, will meet the same ‘a:e. '‘1BM was been defeated a few times in attempts to
make LU 6.2 3 Layer 6 and 7 standard,” Routt says, "but 1 think 1t'll be
successful with the third attempL.‘ LU 6.2, he says, 1s 3 superior
general-purpose interpraogram protocol.

But while IBM proclaims 0SI support and 1s participating in the
standards-making process, only in Europe has it introduced progucts that conform
to all seven layers of the 05] reference model. Currently, 1t sellis products
that conform onlv to the model's lower three layers In the U.S. IBM says
domestic demand for OSI 1s lacking; 1t has no plans to introduce 1ts other
products i1n the U.5. soon.

There are still other elements to be reckoned with in the 0SI eguation.
Omnicom's Neumann points out that the industry still has to wrestle with
interface specifications, which are nonexistent today, Defnre interoperability
Ca chi the top 1s differen t
from [0S] software vendor] Retix's, DEC's, Tandem's and EiET‘J i€ else's. The
won't be any communication among applications until we establish interface
specifications," Neumann says; he does not expect that to happen soon.

=+

can be achieved at the uppl.::tlan level. "My interface at

Terrie sees another wrench in the 0SI works. He says that consensus
standards, which are generally agreed on outside of international standards
bodies, factor heavily into future connectivity splutions. Examples include Sun
Microsystems, Inc.'s Open Networking Environment, which includes the Network
File System file-sharing protocol, Apollc Computer, Inc.'s Network Computing
Forum and, of course, TCR/IP.

"The consensus standards movement says we agree we can address this need with
this product, and we'll all implement it, and boom, 1t's done. To some degree, I
think consensus standards will obviate some of the need for 0SI protocols,
because such standards will offer much better functionality,” Terrie says.

“At the same time, consensus standards are being developed With an eye toward
enabling migration to 0SI when OSI becomes fully functional."

Who foots the bill?

There's still a gap between communications architectures today and 0SI, and
someone has to pay for the transition. Vendors, of course, are fronting the
substantial research and development costs associated with the transition from 3
closed, proprietary architecture to one supporting 0SI. So some vendors find it
unreasonable, even absurd, to suggest they also shoulder the cost of providing
upgrades to migrate their user bases to 0SI.

As far as one Wang representative is concerned, "It 1s the user's decision to

upgrade [to 0SI], so the user pays for that." A Tandem spokesman says that
whether or not it charges for OS] upgrades will vary on a case-by-case basis.
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HEADLINE: IBM and Software Alliance Tie for Top 1in Vendor Poll
BYLINE: By DAVID 0. TYSON

DATELINE: NEW YORK

BODY:
For the second time this month, International Business Machines Corp. and

Software Alliance Corp. get the top ratings in a survey of bank officers asked
to name the best vendors of applications software for mainframes.

The two companies tie for the overall best rating among the senior bank data
processing officers responding to 3 survey by Julia Donohue, marketing
consultant for software companies.

In the American Banker's first technology survey, also just released, senior
gperations officers of banks with more than $250 million deposits gave the best
marks to the software developed by M&I Marshall & I1sley Bank, Milwaukee, which
Software Alliance distributes. IBM ranked second.

Ms. Donohue does business as Donohue Associates, 17 Wellfleet Lane, Wayne,
Pa. She conducted a mail survey in October among seniar information processing
executives of major industrial and service corporations, seeking thelr views On
the products, suppaort, and salespeople of software companies.

guestionnaires went to executives in 960 corporations, including 100 banks
and 50 savings and loan holding companies. She said the response was 12% overall
and 10%¥ among the depository institutions - 10 banks and five S&Ls.

Among the 10 bank respondents, IBM and Software Alliance tied for first place
on the question about the best overall mainframe software company. The summary
released by Ms. Donohue did not state how many votes each got or what other
vendors were cited.

IBM's banking applications software 15 chiefly for check-processing systems,
but it also includes software for branch banking, teller, and administrative
terminals. Some respondents in the Donohue survey may have had Hogan Systems
Inc. in mind when they named IBM, since IBM is now exclusive distributor of
Hogan's integrated systems.

Ms. Donohue is shipping the full report of her survey next week. It costs
$595.

Application Packages Graded

Last week, the American Banker mailed the results of its technology survey.
[t was conducted in June and July by Trans Data Corp., Salisbury, Md., 8
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F research subsidiary of the newspaper, in telephone interviews of senigr
operations executives at 344 banks and thrifts with at least $250 million
deposits. Institutions of this size are most likely to do their own data
processing.

In rating the software vendors, the bank executives were asked to assign
grades of 1 to 5. On the overall quality of applications packages, M&I had a
mean score of 4.20 and IBM 3.80, followed by Burroughs (now Unisys) with 3.76,
Hogan Systems Inc. 3.65, and Shaw Systems Associlates 3.59.

But because a relatively small number of M&I users responded - only 11 -
Trans Data sald 1ts mean scare is not necessarily statistically significant with
respect to the other mean scores. IBM software users numbered 7.

Ms. Donohue sald in a phone interview she 1s pleased that the results of her
survey and the American Banker's seem to confirm each other. The Donohue
Associates poll was not intended as a banking survey, since it covered all the
Fortune 1000 corporations. But Ms. Donohue said she has had a number of requests
to do a survey solely among banks.

The 10 banks that responded to her poll range 1n size from $3 billion plus
deposits up to the largest of all, Citibank, with $114.7 billion. The five
thrifts range from $2.9 billion to $16.9 billion deposits.

In the responses from bankers in the Donchue survey, I1EM and Software
Alliance were also tied for the best rating on the question of who has the best
mainframe products. IBM was named best for support and for 1ts sales people,

The Donohue and American Banker results differ on bankers' opinions of sales
representatives. The American Banker survey shows the senior operations officers
of midsize and large banks think less highly of IBM sales reps than of those
from its two major competitors - Unisys Corp. and NCR Corp.

On guestions about minicomputers, the banks and savings and loans combined in
the Donohue survey gave _Tandem Computers Inc. the best overall rating. Tandem
and Digital Equipment Corp. tied on products. Hewlett Packard Co. and IBM tied
for best-rated on support. And IBM was rated best for sales pecple.

In the field of microcomputers, Microsoft Corp., Bellevue, Wash., was rated
tops overall and for products. It is developer of the MS5-DOS cperating system,
the Multiplan spreadsheet program, and the word processing program named Word.
IBM ranked first for support and salespeople.

Ms. Donohue asked the bank and thrift gdata processing officers to identify

their top-priority need. Corporate networking software was cited by 47%,
application development tools by 40X, and data base management systems by 13X.
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BCDY:

Some forty sixth formers from Reading schools became Japanese grain traders
for the day to help a local company show off its latest world-beating technalogy
to a3 Japanese delegation.

The visitors - from the Tokyo Grain Exchange - had flown into Reading to
witness the demonstration of electronic trading equipment which they have bought
from Racal Microelectronic Systems to computerise their manual trading methods.

The contract, worth £1.8 million, i1s the first of 1ts kind to be awarded by
one of the Japanese trading exchanges to a British company. Racal worked in
conjunction with sub-contractars, CAP Financial Services, which provided the
system software, and Tandem Computers which supplied the mainframe.

In less than four months, Racal devised a dealing information and display
system which can handle the unique Japanese dealing methods and even imitate
centuries-old trading signals, such 3s the 'clapping of the woods' to denote the
end of a3 trading period.

As a reward for their help in putting the new system through its paces, the
pupils, from the Reading Boys School and Kendrick Girls School, earned £1,000
for each school.

The system supplied to the Grain Exchange includes 15 information boards
which display market prices and movements and give the current status of
trading. In addition to the 80 dealer terminals on the trading floor, there are
a further 80 remote terminals all over Japan, fed through data communications
equipment supplied by Racal-Milgo.

The system will be installed in the Tokyo Grain Exchange's prestigious new
building which will be fully operaticnal by the end of January. The Exchange is
the oldest-established commodity market in Japan, trading spot and futures in
three varieties of soya bean.

Contact® Racal Corporate Communications Centre, Wokingham (0734) 782158
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Tandem Computers stock gained in heavy trading following the company's
prediction to analysts late last week of strong first quarter earnings. Good
narket conditions for technology stocks overall 3lso accounted for the investor

activity, analysts said.

The Cupertino, Calif-based company's stock rose 1-1/2 to 26-1/2 on volume of
744,400, At an analysts meeting Thursday, the company said it expects first
quarter results to improve over fourth quarter per share earnings of 31 cts. The
improvement surprised some analysts who said they had expected a per share
profit for the current quarter of about 30 cts.

The strength of the computer industry also is bolstering

the stack, analysts said.
"It is getting late in the quarter and orders continue to

look strong, so the expectation is that earnings across the
industry look good," said Kidder Peabody analyst Terence

Carletan,
Analyst Jean Orr of Drexel Burnham said investors have

realized that even 1f the economy slows next year, computer
stocks will not suffer much., "If better demand does not
develop, the companies are in a position to be profitable
anyway," Orr said.

Analysts sald the company should get increased orders for its equipment from
the New York Stock Exchange as trading capability is expanded.

Alsp, the coﬁpany told analysts at the meeting they are pursuing several
100-m1n-dlr orders from single customers.
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HEADLINE: ATM net use increases; debit cards start to flower
BYLINE: By Jim Brown, New Products Editor

DATELINE: CHICAGO

BODY:
Although automated teller machine transaction volume grew faster than
expected in 1987, ATM network operators are still waiting for a heralded influx
of debit card transactions, according to a recently released report.

The annual ATM network survey conducted by the industry newsletter "Bank
Network News" found the top ATM networks were prepared to handle 1987's 11X
increase in ATM volume -- despite a sluggish 1986.

Network operators are utilizing excess capacity built into their networks to
upport point-of-sale transactions that are only now beginning toc materialize,
ccording to John Love, publisher of "Bank Network News® and companion
newsletter "POS News." Love added that, increasingly, ATM net operators are
charging consumers transaction fees, adding a new source af revenue,

Bank het-"k News" surveyed 110 of the nation's approximately 125 regional
ATM networks, asking for such information as the number of ATM and FOS
trahes:t. ns processed in September and the number of ATMs and POS card-reader
terminals deployed in the networks. The survey compared those figures with
results from September 1986.

POS transaction volume grew by 64X, from 3.2 million transactions in
September 1986 to 5 million in September 1987, Love said. The number of POS
card-reader terminals deployed in retail outlets grew 37X from 25,148 in 19856 to
39,967 in 1987.

Despite the growth in POS transaction volume and terminals, Love said some
merchants are still unwilling to accept debit cards as a payment method due to
the number of different networks to which they would have to link and the number
of different cards they would have to accept, But, as more regional ATM networks
agree to provide links between area financial institutions, merchants will be
able to accept larger numbers of ATM cards by linking to only one regional
network, he added,

"POS, while it has great potential, has been disappointing in the last five
S. EJt POS will take off soon and exceed ATM volume by the early 1990s,"

POS debit cards let customers have the purchase price deducted from their
bank accounts at the time of the sale. A customer passes the debit card
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through a card-reader terminal at the merchant location and enters a personal
identification number (PIN) on a keypad attached to the terminal.

Account information is gleaned from the magnetic strip on the card and sent
with the PIN via a leased line to the merchant's bank, which, in turn, can be
linked to a regional ATM network. The regional ATM net links to the financial
Institution with the customer's bank account and gives transaction authorization
or denial to the merchant.

Love said most of the top 30 ATM networks have already upgraded their
networks, including installation of new software, to suppart POS transactions.
Some ATM networks have even replaced Tandem Computers, Inc.'s NonStop
transaction-processing minicomputers with more powerful IBM mainframes in
anticipation of increased POS volume.

The upgraded networks will support rapid response times required to minimize
checkout lines at merchant locations. They will 3also support a broader range of
transactions than ATMs, including the ability to credit a customer account for
1lems returned to a merchant and increased security such as encryption of the
Customer's PIN, account number and transaction data sent via telephone lines.

Love said the growth of POS will be aided by the recent development of a set
of POS network standards to support Entree, a national debit card program
marketed jointly by Visa, U.S.A., Inc. and MasterCard International, Inc. Those
standards are based on POS guidelines developed by the American Bankers
Association.

The Interlink Network, owned by 3 group of 11 financial institutions in
California and Arizona, now processes the most POS transactions, with 2.9
million transactions in September, compared with 1.8 million in September 1986.
Interlink cards are accepted at more than 325 Lucky Stores, Inc. supermarkets in
California.

On the ATM side, the number of transactions processed in September 1987 hit
335 million, up from the 301 million processed in September 1986. That growth of
112 1s larger than the mere 2 1/2 ¥ growth in transactions recorded in 1986. The
survey found there were 4,000 more ATMs installed since September 19846, bringing
the number of ATMs deployed across the country to 48,000,

Love said the increase in ATM volumes was partially due to increased
advertising and marketing efforts on the part of the ATM networks. Also
contributing to the increased traffic was the fact that the few financial
institutions that had already started charging transaction fees decreased those
fees from 75 cents to $1 per transaction to between 25 cents and 50 cents per
transaction.

Networks charge member financial institutions a fee for processing a
transaction. Some financial institutions have begun passing that fee along to
customers who use their cards at ATMs owned by competing financial institutions
belonging to the same network.

Customers felt the 75 cents-to-$1 fee was too high and curtailed some of
their transaction activity, Love said. "But that 25 cents to 50 cents seems to
be a fee consumers will pay for the convenience of using another bank's ATM."
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The 2-year-old Fort Lee, N.J.-based New York Cash Exchange (NYCE) network is
the leading network in the country in terms of ATM transaction volume, the
survey shows. NYCE processed some 28.5 million transactions in September, up
from 15 million in September 1986. The Pulse network of Texas, a onetime leader
in volume, slipped to fourth, with 17.8 million transactions, up slightly from

16.3 million in September 1986.

The largest transaction-volume increase, percentage-wise, was recorded by the
Connecticut~based Yankee 24 network, which went from 3.9 million transactions in
September 1986 to 10 million In September 1987, 3 159X increase. Most of that
increase in volume came when the Boston-based Bank of Boston Corp., Bank of New
England, N.A., Shawmut Corp. and State Street Bank and Trust Co. joined the
network, along with Pravidence, R.I.-based Fleet National Bank.
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BODY:
It seems there's been a major run on white paper down on LAN Lane. No, it's

nat because of a white sale sponsored by the local stationery shops, but rather
a version of the axiom, "Those who can't, teach." In this case, it might be
better rephrased to read, "Those who haven't delivered generate a lot of hot

ity

The maills are being flooded with white papers on 0S/2 networking from LAN
Manager proponents and co-developers 3Com and Microsoft. Rival unbteliever
Novell was slated to deliver a white paper outlining its product strategy last
friday. And the last of the triumvirate of dominant local-area network operating
system vendors, Banyan Systems, was also readying its own white paper,
reportedly addressing IBM's Systems Application Architecture, of which 05/2 is
the first piece.

To be fair, white papers -- at times a manifestation of all talk and no
action -- can be beneficial, indeed eagerly received, if used to clear up
canfusion or provide technical information. On the other hand, if used to market
grandiose claims or slyly create confusion beneficial to the authar, then
writers accomplish little more than muddying their names. And users should let
them know about it.

The papers may be white, but in this instance they were triggered by Big
Blue's unvelling of its 05/2 LAN Server at Comdex/Fall '87 last month.

Adding to the general state of confusion enveloping the PC LAN arena these
days, IBM preannounced a product slated for delivery in November 1988 that
requires 0S/2 Extended Edition (scheduled to ship in July), adding it would use
portions of LAN Manager, which {s also scheduled to ship in mid-year or
thereabouts.

However, IBM said it would not endorse LAN Manager and will not support LAN
Manager applications programming interfaces. IBM encouraged software developers
to write to the Advanced Program-to-Program Communications (APPC) interface.

Invisible support

3Com was the first to respond with a white paper promising support for APPC and
guaranteeing compatibility with LAN Manager, 05/2 LAN Server and, last but not
least, any applications written to 05/2. Pretty interesting, given that with the
exception of 0S/2 Standard Edition, none of the above mentioned products is
supposed to ship for another eight months.
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In addition, 3Com has a June delivery date for 3+Open, 3 new version of its
3+ network operating system. To its credit, 3Com demonstrated support for 05/2
on the workstation and server sides last week for the first time. That's a step
in the right direction.

Rumor has it that Microsoft was less than thrilled by the cocky tone of
3Com's paper: So much so that two weeks ago, Microsoft released its own white
paper, which essentially echoes technical information in 3Com's dissertation,
albeit with a8 much more low-key approach.

The name game

There are two Interesting twists to the Microsoft paper. First of all, Microsoft
has renamed two portions of the LAN Manager, now called LAN Server (server
software) and requestor (redirector). By coincidence, IBM uses the same names.
Deliberately or not, Microsoft appears to be trying to confuse users, who
already have enough trouble sorting out the differences between the Microsoft

and 1BM offerings.

And then there's Novell. Ever the busy bee, Novell is bursting at the seams
with preannounced -- but unshipped -- products. Let's see, there's Systems
Fault Tolerance Level IIl (file server mirroring); Netware for Apple's
Macintosh, announced more than a year ago; Netware for VMS; and Advanced Netware

2.1.

The latter Novell ware was first unveiled in February, announced again in
August, slated to ship in September and, 1last we heard, scheduled tao ship last
Friday. Netware 2.1 was delayed in order to ado 05/2 support, Btrieve and
Novell's Message Handling Service, a spokeswoman said.

anwhile, Novell, too, has been making promises, namely that i1t will support
at the server without licensing LAN Manager. (3Cce vehemently insists

11 can't pull this off.) Again, i1t's hard to cut tnrough the gale force here
1out even knowing how Novell plans to accomplish this, never mind without
riencing the look and feel of a real product.

Me

In the dark

Banyan also has yet to detail 1ts position on 05/2 networking beyond supporting
05/2 at the workstation. Banyan tends to wait for other players to go public
with their plans before commenting themselves, a spokeswoman said. "The problem
is that no one really knows what IBM is doing," she added. Nor does anyone know
what Banyan is doing, at least as far as 0S/2 is concerned.

The point here 1s that although the vendors may see white papers as a valid
form of air freshener, all users end up with is yet another layer of
obfuscation. Without actual products to compare all these explainers, claims and
guarantees with, it's debatable how much comfort white papers really offer
carporate planners and strategists,

So, passing on a tip from Col, North, let's shred those papers, z2ip those
lips and start shipping some iron, or [ should say in this case, software.

BRAPHIC: Picture, Patricia Keefe
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HEADLINE: Sun Trust Services puts faith in fiber
BYLINE: By Jim Brown, New Products Editor
DATELINE: ORLANDO, Fla.

BODY:
Sun Trust Services Corp. has sidestepped more costly leased T-1 service and
ensured excess capacity for network growth by linking two buildings here with a
private, 45M bit/sec fiber-optic link.

Sun Trust Services, which provides data processing support for Sun Banks,
Inc. in Florida, SunTrust Banks, Inc. in Georgia and Third National Corp. in
Tennessee, had the quarter-mile underground link installed between its data
center and its new operations center here six months ago.

The $120,000, point-to-point fiber link can support 28 1.54M bit/sec T-1
channels, the same as a T-3 circuit, although the bank currently uses only four
T-1 links. The fiber link cost nearly twice as much as a proposed 23-GHz
microwave radio system supporting four T-1 channels, but it has six times
greater capacity, according to Chris Cagle, who 1s a network planner for Sun
Trust Services.

With 24 unused T-1s, the fiber system can easily support additional voice and
data links, Those links would be needed if the bank moves ahead with a proposal
to double the size of its operations center within the next three years, Cagle

said.

The excess capacity will also enable the bank to place IBM check-sorting
equipment i1n the operations center. This equipment would be linked via
fiber-optic IBM 3044 channel extenders to an IBM mainframe in the data center.

The system also gives the bank the ability to install IBM 9370 minicomputers
Iin its operations center and 1link them to the mainframe.

By going with the fiber link, the bank also avoided spending the $25,000 to
$30,000 required to install a T-1 multiplexer and channel bank equipment needed
to support four leased T-1 lines. Those leased lines would cost an additional
$3,500 per month, or $42,000 a year.

"Even though our buildings are only a few thousand feet apart, leased T-1
service was fairly expensive," Cagle said. "The fiber system cost more than the
microwave or leased T-1s, but in the long run we will, at the very worst, break
even. We could even wind up saving money if the operations center is expanded or
the need for additional T-1s between the buildings arises.”
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The link, installed by Martin Marietta Data Systems' Fiber Optic Systems
Group, has operated as well as Sun Trust Services managers expected. Based on
Its experiences with the fiber system, the company may install additional
private fiber links between Sun Bank or SunTrust buildings located close to each

other, according to Cagle.

Two of the four T-1 lines currently operating over the fiber 1link carry voice
traffic between an AT&T System 75 private branch exchange in the operations
center and an AT&T System 85 PBX {n the data center. Another links a mix of
terminals and terminal controllers in the operations center to various hosts in
the data center. That data link enables workmen in the data center to operate
heating, air-conditioning and security control systems located in the operations

center.

The fourth link transmits one-way video images from s5ecurity cameras in the
operations center to a security post in the data center.

The point-to-point link consists of a Telco Systems Fiber Optics Corp. B828F
M-13 multiplexer and a D424 channel bank from ITT Telecom Network Systems
Division that supports data channels operating at up to 54K bit/sec.

The fiber system also supports The Grass Valley Group, Inc.'s Wavelink
one-way video system.

Cagle said the system's two T-1 voice links support a total of 48 digital,
64K Dit/sec E&M trunk lines. The trunk lines enable users attached to the System
/5 in the operations center to access outside telephone lines and Sun Trust's
private electronic tandem network (ETN) via the System 85 in the data center.

That System 85 is linked via leased T-1 lines to a System 85 in a downtown
Orlando Sun Bank. The downtown System 85 is one of three nodes in Sun Bank's

private Sun Dial ETN network, The otner two are located in Tampa and Fort
Lauderdale,

The system's lone data link is split into nine channels, five of which
connect IBM 3274 terminal controllers to an IBM 3725 front-end processor. Two of
the controllers operate at 54K bit/sec, while the others Dperate at 9.éK

bit/sec.

For the most part, IBM terminal users in the operations center require
periodic access to customer files on the mainframe.

Another 9.6K bit/sec channel on that link is shared between NCR Corp. and IEM
teller terminals needing connection to NCR or IBM hosts.

Those terminals are used for teller training or terminal troubleshooting,
Cagle said.

Administrative personnel in the operations center using Tandem Computers,
Inc. terminals are linked via another 9.6K bit/sec channel ta a Tanden NonStop
minicomputer in the data center. This minicomputer runs Sun Bank's Florida
automated teller machine network. Users of Tandem terminals can retrieve ATH

usage statistics from the minicaomputer.
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The last 9.6K bit/sec channel on the link enables an AT&T 3BZ microcomputer
in the operations center to link to an AT&T 3BS minicomputer in the data center.

The 3B5 collects station message detail recording files from the more than 50
System 75s located in Sun Bank branches in Florida. [t also collects ETN network
usage statistics from three System 85 ETN nodes in Florida. The 3B2 in the
operations center is able to access those files to prepare reports.

While Sun Trust Services network operations personnel are able to monitor the
status of the fiber-optic link, the bank has contracted with Martin Marietta to
provide maintenance.

"With only a quarter-mile of cable, there 1s no need for us to builld a
fiber-optic maintenance staff," Cagle said. "It will be cheaper in the long run
to just trust that maintenance to Martin Marietta.”

Although it is using a system with the capacity of T-3, the bank does not
currently have enough traffic to support leased 45M bit/ sec T-3 service between
1ts branch sites. Nor does it plan to use leased T-3 service.

If ETN traffic increases, Cagle said he will likely propose the use of

digital voice compression techniques -- such as adaptive differential pulse code
modulation -- which would double the number of voice circuits a T-1 line can
support,
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HEADLINE: Novell Plans Two-Part 05/2 Strategy

BYLINE: Sharon Fisher and Carole Pattaon

BODY:
Novell Inc.'s Netware network operating system will be available to run under

both the Standard Edition and the Extended Edition of 0S/2, the Pravo, Utah,
company announced Friday.

The Netware Requestor, scheduled for delivery in the first quarter of 1988,
allows computers running the Standard Edition to coexist on 3 Netware LAN with
PCs running DOS. Users, who will run the Requestor in their workstations, can
run both DOS and 0S/2 applications, Novell said. It will cost $ 50 and require
Netware, Version 2.1, which is shipping this month.

The Netware Applications Coprocessor, to be released in the fourth quarter of
1788 after Extended Edition ships, is a server board with a coprocessor that
runs both server-based 0S/2 and Netware Value-Added Process applications. This
allows users to run server-based applications without distracting the server
from network operations. The board, which has not yet been priced, will come in
both Micro Channel and At bus versions.

“Using a coprocessor takes 05/2 off the workstation," said Darrell Miller,
vice president of corporate marketing for Novell. "This 1is not new technology.
What's new is that now we're doing it on PCs."

Novell saifd it would support only the application programming interfaces
supported by IBM and therefore would not support the named pipes interface
present in the LAN Manager, developed by Microsoft and 3Com and incorporated in
3Com's 3+0pen 0S/2 LAN product.

Reaction from analysts seemed positive. "I don't think the added cost of a
coprocessor to the file server will be a problem," said Douglas F. Whitman, an
analyst with Alex Brown & Sons, in San Francisco. "Novell has a reputation for
higher cost and higher performance, "

However, Glenn Westin, support manager for Entre Computer Center, in New
York, is taking 3 wait-and-see approach. "They tried this [coprocessor]
approach befaore with TCP/IP," he said. "We'll see whether it will work."

Novell also announced it has begun shipping its System Fault-Tolerant
Netware, Version 2.1. It includes network management and diagnostics software
for Netware 2.1 LANs. As a special introductory offer, Novell said it would
sell SFT for $ 3,895, which is & 800 off the regular price., The discount will
continue through April 23, 1988.
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EODY:
wool v. Tandem Computers Inc., NDCalif., 85-2674, 6-3. Reversed. District

Court erred in finding that plaintiff suffered no Injury as a matter of law by
defendant's misrepresentations of its financial status in violation of Sec.
10(b) of the 1934 Securities and Exchange Act and Rule 106-5, and summary
judgment was improper. Plaintiff's allegations of fraud against the individual
defendants was set farth with sufficient particularity to Comply Wwith Rule 9(b)
requirement of particularity.
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BODY:

A National Bureau of Standards (NBS) procedure that few other vendors were
aware of enabled IBM to have an unannounced, mainframe Cobol 85 compiler tested
privately last month. But NBS officials say the procedures are “"confusing" and

will be speedily rewritten.

NRS officials declared last week that IBM was within established procedures
when it asked that the test of what is anticipated to be the Cobol 85 version of
IEM's VS Cobol II compiler be kept off the NBS published schedule [(CW, Nov. 30].

Bureau officials said IBM has been the only vendor to invoke the out-of-sight
testing process in the 18-month period during which the bureau has supervised
the testing.

However, Micro Focus, Inc. acknowledged last week that earlier this year it
had requested nondisclosure far testing of a PC Cobol 85 compller they were
develaoping for IBM.

Bureau officials said the written procedures that allowed IBM to avoid
appearing on the Oct. 1 list of vendors slated to be tested are "confusing" and
will be rewritten next month. The rewrite will make it clear that a vendor does
not have to appear on any published 1ist until certification is ready to be
announced, if it chooses that alternative.

Other compiler producers contacted said they were surprised such an option
existed.

The compiler issue surfaced when Computerworld asked NBS officials why IEM
did not appear on an Oct. 1 list of vendors that had been certified as having
Cobol 85 compilers or were scheduled to be tested during the next 12 months. The
federal government has advised its agencies to require Cobol 85 in any softuare
contracts, and IBM acknowledged at the time that it was continuing to bid on
government business that included Cobol.

Cobol that meets the American National Standards Institute (ANSI)'s standard
for Cobol 85 is not yet in widespread use, but it is believed to offer
programming and maintenance gains of which the federal government wants to take

advantage.

The NBS publishes a Certified Compiler List that advises federal agencies
which vendors meet ANSI standards. NBS officials said in follow-up discussions
about the private IBM compiler test that the published 1list should not be read
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as all inclusive, although it appears to indicate that it is.

Section 8, page 102, of the Certified Compiler List states that it contains
the schedule for language compiler tests., It continues, "All processors
(compilers) are identified by name of vendor," compiler name, level of
validation and scheduled test month.

"We feel that is misleading. It could lead to misunderstanding of our
treatment of IBM. The list may not be a complete list,” said Mabel V. Vickers,
programming language adviser to the NBS staff.

Helen Wood, deputy director of the Institute of Computer Sciences and
Technology within the NBS, which conducts the tests, said regulations governing
the tests are "vaguely written" and "confusing." They appear to set up a public
process but actually create a broad allowance to keep a test behind closed doors
until it is completed and results are ready to be announced, she said,

When asked why other vendors had not discovered that option, Wood said,
"Maybe they don't have so many lawyers."

The clarifying comments from the officials at the NBS were solicited after
IBEM officials charged that IBM had been unfairly singled out in the Nov. 30
Computerworld story on the undisclosed compiler test.

“I've got some people in the Information Systems Group that are pretty
unhappy that 1t looks like we're getting special treatment. Other vendors have
requested tests ip private. It's a normal procedure,” said IBM spokesman John H.
Mihalec.

Wood said she agreed other vendors were given the option of keeping a
scheduled test out of the public eye during the 1980-to-1985 period, when the
testing was administered by the General Services Administration. She did not
name any other vendors that had used such an approach and said that she knew of
no records that indicated how frequently it was invoked.

Mihalec cited IBM's legal requirement to avoid preannguncing a product as the
reason i1t wished to keep its compiler from appearing on the NBS test list.

Customers of IBM's MVS/XA operating system are believed to be waiting for IBM
to get its VS Cobol II compiler certified as an ANSI-standard Cobol BS compiler.
The VS Cobol 11 compiler allocws them to recompile a Cobol program for 31-bit
operation under MVS/XA, or above Lhe 16M-byte virtual memory line that restricts
24-bit programs under MVS/SP.

Cobol authorities said ANSI-standard Cobol 85 requires applications written
in Cobol 74 or its predecessors to be converted and recompiled. Major IBM
customers are reluctant to undertake the task until they know VS Cobol 11 meets
the ANSI standard, said Jerome Garfunkle, a Cobol consultant in Litchfield,
Conn.

One Cobol 85 compiler vendor, Prime Computer, Inc,, guestioned why appearing
on 3 schedule to be tested would constitute a product announcement. Prime tested
its Cobol 85 compiler in October in a publicly scheduled test. Test results are
still awaited, and the product still has not been announced to customers, said
Warren Jacob, a Prime product marketing manager. "A validation test says
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nothing about when it will become a product," he said. The possibility of
conducting the test in private "never came up."

NBS officials said the main reason they permit testing in private is to avoid
gmbarrassing vendors. "We are trying not to penalize vendors that bring us a
product that may not be ready. They're given a chance to clean it up [if it
fails] without tarnishing their reputation," Wood said.

Tandem Computers, Inc., failed the validation test three times in public
before getting its Cobol compiler certified, the first one certified at a high
level, according to Tandem spokesman Don Nelson. When asked why Tandem
repeatedly conducted its effort in public, Nelson said, "In the stuff I read, 1
dign‘t see anything about keeping it private.”

The following passage in the Institute of Computer Sciences and Technology
Test Procedures document given to compiler producers presents the option of
keeping a test out of the public eye, according to Institute officials:

“With the exception of information obtained through special Institute of
Computer Sciences and Technology requests for advance information for scheduling
purposes, all information provided about the specifics of a validation are
public information available to the public upon request after the completion of
the on-site data collection phase of the validation."

"We're 3 little confused about what that means," Vickers said. The paragraph
is believed to indicate that a test becomes public information only after it is
completed and results are avallable, she said. Vendor wishes may dominate the
procedure until it reaches that stage, she added.

The compiler tested for IBM is beljeved to be a Cobol 85 version of its VS
Cobol 11 compiler. While it is sti1ll unannounced, Mihalec said, the compiler has
been listed since September in an internal data base for IBM branch offices "as
being available to meet specific customer needs.”
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HEADLINE: POS Service Supports High Growth with On-Line Transaction Processing

EODY:
Problem: Supporting processing needs of high growth POS network,

andem Nonstop VLX System and LeRoux, Pitts & Associates Total Payment
System software,

The Amberst Group Inc. (AGI) of Cambridge, Massachusetts, and North Hamplon, New
Hampshire, has grown Lo become a leading provider of point-of-sale (POS))
network services in the Northeast. Last year alone, the company increased s3les
by more Lhan 80%, and currenily provides retail POS services to 110 New England
bank/merchant programs thrcough a network of more than 7,000 on-line terminals,

To support 1ts rapidly expanding operations, the firm has installed a8 Tandem
ransaction processing system with Total Payment System software from
jtts & Asespciates oOf r}i;'nf'iiﬂ-‘.(ﬁr’ Florida,

;1 has developed the only fully supported authorization and draft capture
network in the New England area," said Charles Shields, executive vice president
hief :;:'1t1 q of ficer at AGI, "“The firm was launched with a strong
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AGI's network generates more than 1.5 millicn transactions monthly, It
authorizes all major credit cards and supports electronfc draft capture, as well
as three of the nation's largest check guarantee services. Available anywhere
in the U,S. 24-hours a day utilizing local nodes, packet switched networks,
leased lines or WATS, AGI-Net also supports the most extensive local line
telecommunications network of its kind in New England, processing 3all dial
transactions directly through the computer system,

£G] encures constant system availability by running its POS services on a
two-processor NonStop YLX System from Tandem Computers Incorporated,
Cupertino, Califorpnia. According to Shields, AGI selected the Tandem equipment
based on its fault tplerant archilecture, modular expandability, flexibility,
and avairlability of POS application soflware.

'We cannpt afford any computer downlime in our business, and the NonStop
System's fault tolerant capabilities eliminate this prohlem by providing 100%
avallability," he said, "“The syslem also provides the flexibility to improve
gur billing and reporting procedures, and will allow us to expand capacity by
simply adding processors and disk memory without any reprogramming.
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Tandem Computers - Company Report

BEAR STEARNS & COMPANY - Fram, J., et al

11-20-87 (RN=722344)
Tandem Computers (TDM - 23)
Continuing Buy Recommendation
1986 EPS (9/30): $0.72
1987 EPS: $1.08
1988 EPS Est.: $1.50
P/E 1987: 21.3x
P/E 1988 Est.: 15.3x
Dividend: Nil
Yield: Nil
1987 Price Range: 37-19
Common Shares Qut.: 100 Mil.
[Graphical Material Omitted: TDM Price Chartl
Summary

On November 11, 1987 Bear Stearns hosted a meeting for Tandem

management where our strong conviction about the company’'s prospects
was affirmed. We continue to recommend purchase of Tandem shares.

Highlights of this meeting centered on:

Tandem’s business is only beginning.
¢ Tandem is well positioned to address one of the biggest untapped

opportunities in the computer industry, namely, distributed database
systems. UWe believe that distributed database systems will drive much

of the industry’s growth over the next several years. Such systems are

the natural outgrowth of Tandem’s 10 years of experience in

peer—to-peer networking and transaction processing technology. In

short, the transaction processing business is rapidly becoming the
commercial computing mainstream, which is no longer being restricted to -
niche markets such as automatic teller machines and electronic funds

transfer.

Tandem has one of the finest financial controls in the industry.

* It is mystifying that Tandem still suffers from an image of
loose financial controls, reflecting events of five years ago. However,
since that time the new financial management created a rigorous
planning and control process that has produced strong results and
ratios. Fortunately, the company is appropriately calling attention to
the fact that its financial ratios are the best in the industry in
terms of asset management (inventory turns at 10), gross profitability
(gross profit on sales of 754 last quarter) and financial condition
(more than $300 million in cash, and no debt). As well, Tandem’s
conservative hiring posture caused the company to implement a




replacement hiring only policy in August 1987 after increasing
headcount by 23% in fiscal 1987 in order to support revenue growth. The
company’‘s expense plan has been geared for 25% revenue growth, lower
than the 35% order growth experienced over the past three quarters.

Business ramains strong.
*+ Many investors have assumed that Tandem's business would be

particularly hard hit by the recent market crash. Yet, it appears that
the demand for computers optimized for accurate, high-speed trarnsaction
processing has remained strong in the weeks immediately following the
crash. Specifically, we know of one major brokerage firm and one major
stock exchange that have made significant commitments to Tandem in the
past week. The brokerage segment of Tandem's business is 80X higher
than the levels of a year ago. Tandem’'s presence in retailing has also
remained strong, with the company having recently won contracts with

the #1 and #3 retailers in Japan.

Tandem's thrust into the low-end and in open systems environments

* The company recognizes that it is a heterogeneous world and it
would be too narrow-minded to assume that the broad commercial market
would make exclusive commitments to Tandem’s processor architecture and
operating system. Rather, Tandem recognizes the need to extend its
contribution in transaction processing and distributed database
technology to more generic processor platforms (i.e., systems running
Unix). We would expect Tandem to allow such platforms to be seamlessly
integrated into its own networks and distributed database systems

during 1988.

This strategy comes hand-in-hand with Tandem’s thrust into
low-end, namely, the desk top and the branch site where transactions
originate. Only by capturing the transaction at the source will the
benefit of Tandem’s distributed database technology be fully
appreciated. We believe that product announcements to integrate PCs
into the Tandem environment will also surface early next year.




Tandem Computers: Quarterly Financial Review and Projection
($ Millions)

LPart 1 of 2.3
Fiscal 1987
1 I1I 111 1v

Product Revenue 199 coe 219 241
Service & Other 39 40 45 50
Revenue 238 242 c64 291
Cost of Product 54 55 57 61
Cost of Service 28 30 36 37
Product development 24 26 B 31
Mktg, Gen & Admin 87 96 102 113
Net interest (3) £33) (4) (4)
Total Costs 190 204 219 238
EBIT 46 35 41 49
Pretax Income 48 38 45 g3
Income Tax 21 16 19 23
Net Income 27 22 26 30
Shares Out. (Mil.) o3 98 100 100
EPS (%) 0.29 .23 0.86  0.31
Margins (%)

Cost of Product 27 27 26 es
Cost of Service 71 74 80 75
Product development 10 11 10 11
Mktg, Gen & Admin 36 40 39 39
EBIT 19 15 16 A 4
Pretax Income 20 16 17 18
Income Tax 4.4 42 43 43
Net Income i1 9 10 10
Growth (%)

Product 42 38 34 25
Service 32 34 20 20
Revenue 40 37 31 32
Pretax income 131 72 37 38
Net Income 134 81 41 41
EPS 111 60 28 31

Note: For additional information, please refer to the Highlights dated
May 29, 1987 and Recommendation Follow-up dated July 24, 1987.




Tandem Computers:

($ Millions)

(Part 2 of 2.1

Fiscal

1 Est. 1¥ Est.
Product Revenue 248 253
Service & Other 47 48
Revenue 296 301
Cost of Product T0 71
Cost of Service 34 1
Product development 33 33
Mktg, Gen & Admin 114 113
Net interest (4) (4)
Total Costs 246 248
EBIT 46 49
Pretax Income S50 s3
Income Tax 18 19
Net Income 32 34
Shares Out. (Mil.) 100 101
EPS (%) 0.32 0.34
Margins (X)
Cost of Product 28 28
Cost of Service 2 7e
Product development i1 11
Mktg, Gen & Admin 39 38
EBIT 15 16
Pretax Income 17 18
Income Tax 36 36
Net Income 11 11
Growth (X)
Product 25 25
Service 20 20
Revenue 24 24
Pretax income 3 39
Net Income 18 54
EPS 10 S0
Note:

May 29,

1987 and Recommendation Follow-up dated July 24,

1988
III Est.
276
54
330

74
39
35

124

(4)

268

58
62
ee
40

101
0.40

27
72
11
38
18
19
36
12

26
20
25
38
56
53

Quarterly Financial Review and Projection

IV Est.
307

63

370

81
45
39
139
(4)
300

66
70
25
45

102
0.44

27
72
i1
38
18
19
36
12

27
27
27
£
47
44

For additional information, please refer to the Highlights dated

1987.




Product
Service
Revenue

Cost of
Cost of
Product
Mktg,
Net

Revenue
¢ Other

Product
Service
development

Gen & Admin
interest

Total Costs

EBIT

Pretax Income
Income Tax

Net

Shares Out.

EPS (%)
Margins
Cost of
Cost of
Product
Mktg,
EBIT

Income

(Mil.)

(%)

Product
Service
development

Gen & Admin

9/30/88 Est.
1,083

oA

1,296

296
153
139
489
(16)
1,061

ey

235
83

151

101
1.50

a7
72
i
38
17

Fiscal year ending

9/30/87
861

174
1,035

227
131
108
398
(14)
851

171
185

9
106

98
1.08

=4
75
10
38
16

9/30/86
632
135
768

175
105

87
295
(9)
653

106
114
51
64

88
iTe

28
77
11
38
14

9/30/85
515
109
624

186
83
72

262

(6)

596

2e
28
ee

6

84
0.07

36
76
11
42

3




Pretax Income 18 18 15 4
Income Tax 16 43 44 79
Net Income 12 10 8 1
Growth (X)

Product 26 36 23 1S
Service ee 29 24 30
Revenue 25 35 23 ) B 4
Pretax income 27 62 310 (50)
Net Income 43 66 972 (86)
EPS 35 50 950 (87)
Product Revenue ($ M)

NS-I1 30 S0 50 (4 4
TXP 440 480 460 386
EXT g6 68 68 52
VLX 360 200 sS 0
CLX 120 26

LXN 63 14

Unit Shipments

NS-11 120 200 200 300
TXP 1100 1200 1150 1000
EXT 375 450 450 350
vLX 360 200 S0 0
cLX 2400 400

LXN 1800 300
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Thanks to some 1,500 volunteers at a Texas Instruments plant in
Austin. about 70 communty senvice groups—including nursing
homes, chdaren’s hospitals and schools for the mentally re-
tarded—have decorated Chnstrnas trees with presents such as loys
and games. Above, the child of one volunieer admires part of thesr
work belore the irees are delvered. Page 6

That Modem
On Yule Fire

By ROBERT FELDMAN

NEW YORK—Infinet Inc's
Christmas card suggests a timely
new verse Lo sdd to a (amiliar
carol It reads: “"Modems
ing on an open fire, Jack Frost
nipping at your nodes

Whether such integrated net-
work propaganda will actually
lead to a modem bonfire is still in
dould, however Al a recent
ISDN (integrated services digital
network) conference here, de-
spite predictable hoopla, the old-

rnnl-l

/Tandem Plotting 3-D
Investment Strategy

Tandem's Gerald Held

No Issue Dec. 28

Because of the holidays, MIS
Week will not publish a news-
paper Dec. 233. We launch the
New Year the following week
with the issue dated Jan. 4,
1988

in Dac 14 MIS Week, page 23

* Maonday, December 21, 1987

|

Two Dollars

CORPORATE
INFORMATION CENTER

Don’t Throw Harrls ‘Protects’

Silverlake Buyer

By MIKE EGAN

MILWAUKEE —In what could be an industry trend setting soltware
pricing action aimed at “protecting” System/1X users delaying ma jor
soltware pwch.nm until International Business Machines Corp. un-
veils its 5/3X "'Silverlake” nplammem line early next year, Harris
Data Service Inc. has anmounced a “‘Silverlake price-protection

plan

Effective immediately and applying to purchases now through June
20, 1988, Harris Data is guaranieeing upgrades ol its S/36 and 5/38
applications soltware products lo the native Silverlake language—
whatever it turns out to be—{or a lixed price of §1,000 per soltware
module

Simuftaneously, Harris is offering a repurchase guaraniee (at
market prices) (or all IBM S/3X hardware sold by Harris

Harris Data has seen a growing sales slowdown among S/3X users
who are undecided aboul whether to upgrade their 5/3X systems or
wait for Silveriake Harris's price-protection program is aimed at
removing the fear of buying what could turn out to be soon-lo-be-
obsolete software.

*“There's a lot of anticipation in the 5/1X marketplace right now
Users mmﬂummsmmw
systems and software,” said Bob Grani, marketing coordinator for
Harris Data Service, an [BM VAR (value-added reseller)

SEE WARRIS, PAGE 31

lated at his plant. They were all

junked protlotypes that um
Telecom had

stalled, pulled out and torgeuen
to haul away, said the user (The
NT-1 is a basic rate interface to

with a Ph D, in database tech- | other early trial customers
pology, has just constructed a re- | showed up with intact probes-
lationa] database model to sup- | cises despite the cold weather,
port his plan voicing generally warm thoughts
“You have lo understand the | on ISDN. The panelist-users

every froot. You look at the mar- | Arizona tof

ket, at where you are, al your | tation; Billy King, Shell Oil,

strengths and you ean | Houston

win. " In all, about 125 people attend-
Held drew the first plane of the | ed the seminar, sponsored by the

cube, which he said was “every- Group
thing in the world.” He then re- | (EMG), Parsippany, N.J

fined that plane, d'nwin‘ eol- As for the

IBM: 0S/2 Ext. Tool Kit
Will Ship This Winter

By PATRICIA ZENGERLE tool kit) in people’s hands by
then. "
ARMONK, N Y. —The devel- Additionally, there is more lo

" tool kit for 0S/2 Extended  [EM's than

from Intermational Basi- its emphasis on inlegraling

ness Machines Corp. will be in 08/2-based machines with its

the hands of software developers  larger systems, according to

this winter—part of [BM's con- and Richard J

tinuing effort Lo position the 0S/1 Guﬂ.nnp-r'dmm

System.2 evaluation, product manage-

as a central component of its inte-  ment, [BM Information Systems
grated computing ‘ Groap.

e T T I F s e

t

tional Distribution Division DOS-based machines included

(NDD), said that IBM would be  the development of a user ioter-

having technical seminars on the  face product for its low-end PS/2

MIS Lends Helping
Hand to Homeless

By SUSAN ROMAN

NEW YORK—As the winler nights lengthen and
colder, the reality thal nol everyone has a
Lo retreal into becomes more awful and, while

technology of com|
throughout shelters in New York City link
central minicomputer might appear to be of little
help in assisting the completely human problem of
providing shelter, protection and care for fellow

persons.
On the cootrary, as the bhomeless pumbers have
X ndetdnciahuylmmmlmwu
plul in the provision ol services lo homeless
persons, including warm beds, showers and benefits
due them

I{au:ryi Ruby, spokeswoman for the Human Re-
sources Administration (HRA), said that in 1978,
there were three shelters with about 48 women and

SEE WOMELESS, PAGE 7

George Everhart, Apple Computer inc_ axecutive,
says the business marke! oulsinpped even edu-
cation and consumer Sales in 1987
Apple 18 expected fo unval LU 6.2 software for
peer-io-peer nets st IBM SNA sites, Page 17

Page 24,




Information Systems

Tandem Gazes to 3-D Venture Strategy Future

CONTINUED FROM PAGE 1

umns to represenl Tandem's
target vertical on-line transac-
tion processing |OLTP) mar-
kets—financial services, manu-
facturing. telecommunications,

those segments) do business and
that's an opportunity for Tan-
dem "

“U you look across the indus-
tries and the product areas in the

igeographic) markets we're in,
you see really unique opportuni-
ties,” he said, adding, “For in-
stance, Tandem is strong in the
manufscturing sector in Ger-
many but not in banking . In the
U K., it's the opposite

“'As you look at the cube in this
way," Held continued, “you see
particular needs that Tandem
will try to address Then we ask,
‘Can we do this ourselves or
should we team up with someone
eise who has wha! we peed in

terms of customer base, distribu-
tion channels, technology, what-
e

1983, was a joint venture in Tokyo
with Computer Engineering and
Consulting Lid to develop, mar-
ket and support custom appli-
cation software for Tandem's
NonStop oo-line transaction pro-
cessing (OLTP) systems in Ja-
pan

tail and pointof-sale applica-

Lions .
Prioe to that initial foray, how-
ever, Held said Tandem was

early days.” Heid said. “'we were
very focused on the OLTP mar
ket. We basically invented the
first products for that market

xenophobic,” he added “Every-
one said we were Loo inward-look-
ing because we did everything on
our own We reached $100 million
in five years, which was very
rare at that time

“When you're faced with that
kind of success,”" Held said, “you
tend to get overconfident A com-
pany believes it can do anything,
because if you extra te that
growth rate up you think you'll
calch [BM in a few years Bul
gfn't do everything your-

As a result of the soaring rev-
enue in those early days, Tandem
had a substantial cash reserve,
Held said, which it decided to
apply toward growing Lhe com-
pany through a “reinforcement
strategy "
“’I‘lutmtlﬂeucuum
panies apply their cash to,”
sald *"They can diversily, they
can establish a venture capital
fund with the main goal being a
financial return on investment,
or they can use the cash to rein-
force the basic stralegic thrusts
of the company. That's whal
we're doing ™

The company still looks for a

High-End Spruce Up Opens
Act Il of Memorex DASD Play

By LESUE GOFF

tended warranties on its existing
storage products (see Oct. 19

direct-attach contraller
and a string buffer.
Memorex also boosied the data

mwmhmﬂhl
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The pew 3680-HP disk storage
subsystem has an average access
time of 12 milliseconds (ms). It
consists of a string controller, the

Memorex 3680-HP
drive in a storage can be
upgraded to a Memorex 382

Direct-Attach 1o Memorex

cluding the 3888 (equivalent
IBM's 3850-3), the 3888-23 cache
cootroller and the new 3686 di-
rect-attach controller

The 3686 controller, Memorex's
answer to IBM's 3380 CJ2 unit,
altaches directly to the host chan-
nel and combines a 3583-HP head
of string unit and a 3228 storage
control unit into one box. The
Memorex model features two
single- or doubledensity HDAs,

with only one single-

density HDA in IBM's CJ2.
The new siring controller buf-
fer is supporied on all Memorex
string controllers,

The bulfer is designed to elimi-
nate missed disk rotations and is

said to provide a 15 percent im-
provement in input/output (1/0)
performance.
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return on invesiment, Held said,
but not pecessanly a financial
return

“We try 10 look at the effect of
the investment across the com-
pany,” he said “"We look at how
the company has grown and how
the partnership has benefitted
business.

Largely as a resull of the
Vartecs fmm Held said, Tan-
dem recently has gained a sub
stantial new account, the Bank of
Tokyo, in addition to providing
users with |

{

fs8F &

company could have hired
, he said, “That's

really the way we do business
“We started with a seasoned,

gig

Twinac, provides project
ag t and © Iting ser-
vices for Tandem customers.

I
z

people with ideas can see them
Heid added, '"We don't want to

little company. If you try to oper-
ate them like a big company, they

An Investment Listing
In addition to the October ac-

stake
in Integrated Inc.
(IT1), a . telecommunications

firm, to jointly develop and pro-
vide integrated services digital
network (ISDN| capabilities for
Tandem NonStop customers | Fe-
bruary 1386),

* Made an equity investment in

and ITI under which PacBell ac-
quired a 245 percent stake in IT1
and Tandem increased its hold-
ings to equal PacBell's for Lhe
three companies lo develop ad-
vanced telecommunications net-
work systems for use in PacBell's
network (October 1966)
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Tandem Enters 3rd Dimension for Venture Strategy

CONTINVED FROM PAGE 11
plans to implement the system
nationwide

A pilot ATCS project is already
underway on 200 miles of the
Union Pacific line in western Ne-
braska and AMCI could lake
Tandem into other industries re-
quiring monitoring and control
systems

Additionally, AMCI could ben-

efil from Tandem's relationship
with Triplex, representing an in-
legration between investments
that further supports Held's data-
base model, Held said Inlegra-
tion among the various rela-
tionships was not a requirement,
but “‘there are side benefits when
that happens "

Atalla, which Held said would
continue to operate under its own

3Com Corp.’s Profit Falls
Due to Merger with Bridge

SANTA CLARA, Calif. —3Com
Corp. last week reported a de-
cline in net income even though
sales more than doubled for the
second quarter ended Nov. %0,
‘n;nmmt:ag: million from

.3 mi the same peried
in fiscal 1987.

The local-area petworking sys-

lems company said second-quar-

1988, for Bridge Communications
Inc., and for the period ending
Nov. 30, 1986, for 3Com, a spokes-
man said
W

‘e are successfully inlegrat-
ing the Bridge and 3Com product
lines, distribution strategies and
management leams,” said Wil
liam Carrico, 3Com president
and chief operating officer, in a
prepared statement.

Market Declines Slightly;
New Chip Boosts Motorola

NEW YORK—As reflected by
the MIS Week Communications
Stock Index and the Dow Jones

vestors contioned 8

:
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$6.75 for the same period
Rmﬂyblsiu.l Communica-

still hoids a 5.7 percent stake in

the data communications-eqaip-
menl maker

Separately, Digital Communi-
cations Associates now trades on
the New York Stock Exchange
under the ticker symbol DCA.

(e

name, will solidify Tandem’s pos-
ition in banking with its on-line
security systems. Those sys
tems, in fact, are already tied to
numerous installed Tandem com-
puters at customer sites like
Wells Fargo Bank. San Fran-
cisco; Bank of Nova Scotia, Can-
nda; and Barclays Pic., Eng
land. The Atalla customer base
also offers Tandem vast op-
ty lor its OLTP systems
portuni - ; ’
Atalla will provide the company a
pew strategic advantage in the
point-of-sale (POS) niche
“We're already in the POS mar-
ket on the side, but
Atalla is in it at the terminal
end,"” Held said. “1f you look for-
ward, that's a bigger potential
We will grow Atalla to meet that
ty."

applications that could eventu-
ally extend beyond the retail
marketplace to government
agencies and health care provid-
ers concerned with the security of
business records

Targeting Chain Stores

Initially, Vaughn's, a Southern
California chain of grocery
stores, will install the Atalla ter-
minals and Held said, “You will
se¢ Tandem more and more in
those markets.

“As networks get larger and we
have more access to data,” Held
said, "‘securily becomes an even
greater key to a sale. Tandem
has a couple of in this
area but Atalla gives us a real
opportunity for growth."

The investment in Anamartic,
Held said, is the one mosl orien-
ted toward development,
though at this point Asamartic is

still in the lechnology phase
Anamartic's breakthroughs in
waferscale integration will lead
to high-speed memory products
that use less power, are more
reliable and cost less than solid-
state storage devices available
today, he added Actual product
is still about 18 months down the
line
to be the OLTP leader in both

MIS Week Communications Stock Index

LEGEND
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THE mmﬂ” OFFENSIVE

Intense Worldwide competition drives push for excellence

By LORRAINE GENGO % =2

Scou McNealy, president and chief
exccutive officer of Sun Microsystems
Inc. in Mountain View, admits losing
sleep because of the Japanese,

""We're working very hard and pushing
very hard to work with American silicon
companies, American computer makers
and software "* McNealy told a
group o(.-hllh-lech businessmen at a
recent conference on personal computing.

“‘But there's a huge battle we have to
fight in terms of work ethics,"” he added.

Sun has 22 competitory in Japan for its
high performance technical workstations.
From a revenue standpoint, Sun is the
leading supplicr in Japan, "'But we will see
continued aggressive competitiop from
them,"" McNealy predicted.

Sun had net revenues of $537.5 million
on workdwide sales during its fiscal year
ended June 30. Seven percent of those
revenues were generated from the Pacific
Rim, according to Sun’s annual report.

McNealy grew up in Detroit where his
father worked in the automobile industry.
““That"s where | spent my formative years
and where | learned businen over me tia-

ner table," he said.

The parochial attitude evinced In

American sutomobile makers it not Hm-

ited to that industry alone. **] just don’t
think we care as much,” McNealy said.
“"When you hang out in the UAW shops
and you bear the attitudes of the lifers:
they're happy, they're comfortable and
they're aot going to lift an incremental
finger; then it doesn’t seem possible to
make a difference.”

Ed Zschau, former congressman and
now chairman of a task force on competi-
tiveness, cited three gencral strategies that
American high-tech companies should take
when focusing on the Japanese market,

American companies have to make &
commitment to provide foreign customers
with products and services that are supe-
rior to indigenous products, Zschau said.

American high-tech companies also
need to emphasize manufacturing prow-
ess. *'‘We took our eye off the manufac-
turing ball in the *70s. U.S. business
school enroflment in manufacturing has
been very poor,”* he added.

Thirdly, American companies have 1o
become much more investment-oriented
with a focus on Jong-term research and
development, training and education,
Zschay said.

In short, most competitiveness experts
said America needs to become more
export-oriented in general. " American
businesses are (oo intimidated o export
even though they may have the capabil-
ity," said Tom Uhlman, Hewlett-Packard

and service essential
sm.mm

Sun'a Sock chesty

Since then, HP has taken a leadership
role in continuing the discourse on Ameri-
can competitiveness with the formation of
a separate task force.

The group, headed by Young, recently

nical equipment and computer maker has
seen rapid growth in the Pacific Basin
with the possible exception of Japan,
according to the company's annual
report.

The company’s technical computers do
very well in Japan's market but consumer
computing systems have done less well,
according to Uhlman

Hewlett-Packard hu been in the Japa-

There are almost as many ways for
businesses to improve profits as there
are different businesses,

But most fall into several broad cate-
gories: better defining a niche, develop-
ing new products and services,
increasing production efficiency and
cutting costs, improving product qual-
ity and offering incentives to employees
and customers.

The trick is to find the idea or ideas

Here's how Hewlett-Packard, others
found avenues to better productivity

area and elsewhere report they love the
new machines. Hewlett-Packard
expects o recoup its muhtimillion-dollar
investment in a year because of the effi-
m the computers afforded the sales

Finding u miche By targeting very spe-
cific niches, Duquesne Systems, a Pitts-
burgh-based developer of software for
IBM mainframes and minicomputers,
has produced record results in virtually

that are right for a particular b
and situstion. Here are a few of the
more innovative approaches being used
by firms around the country.

Offering incentives Dave Child, pro-
duction manager of Scientific Research
Inc., a longtime Portland, Ore.-based
machine shop and high-tech subcon-
tractor, started an employee incentive
program 1o develop new products and
improve old ones.

So far, employees have created 2 new
precision welding tool and modified
existing products. The result: greater
production efficiency.

Co."s director of corporate develd
Tbenumhﬂmrmonfmlhunlmor
the unknown,”" he added

Uhlman and HP president and chief
executive officer John Young served on a
presidential committee in 1983 thal was
charged with the task of finding ways
American business could become more
competitive. The commission made 32
m:gmmemuucm which bave been largely
ignored by the political leadership.

““There was not much responsiveness in
the White House. Their economic agenda
was sel bylhtumcandthqwenﬂopm
to new ideas,” Uhlman said TR

Efficiency Hewlett-Packard Co. of
Palo Aho was looking for ways to make
its mobile sales force more productive,

The electronics giant found in surveys
that its leld representatives were
unhappy with administrative aspects of
their jobs, which cut into selling time.

Enter the portable computer, a bat-
tery-powered unit which, paired with a
printer, is the size of a large bricfcase,
The company bought 2,000 of the
$4,000 machines

every quarter since its initial public
offering in 1984,

The company's strategy is to sell soft-
ware packages that require little train-
ing or on-site consulting.

Revenues for the fiscal year that
ended Sept. 30 were $37.7 million, wp
53 percent from $24.2 million a year
earlier. Net income rose from $$ million
to $8.1 million while carnings per share
were up 42 percent, from 53 cents 1o 75
cents.

New products A Louisville, Ky.-
based company, Soltech Co. Inc.,
added a whole series of new products
when sales leveled off for its thermal
and acoustical insulation.

Its team of engineers — chemical,
electrical, metallurpical and mechanical
— developed new product lines of surg-
iu! kits and medical equipment. The

¥ acquired eight p in the
pmwaotpro&ummmnlonlbc
water heater industry,

*“We have a little mini-think tank
here,” said Thomas Nelson, president.
Soltech’s sales have doubled every year
since 1983,

Employees in the Rochester, N.Y.,

nese market for 25 years and has a joint
venture operation with Yokogawa Electric
Corp., an electronics company.

Tandemn Computers Inc. of Cupertino
has been winning accolades from the
Japanese government for its on-line trans-
action processing systems.

Tandem has only been cunpuiu in
Japan for seven years, and only in the past
five years has it been very active in the
market, according to David Peatrowsky,
regiopal director at Tandem Asia Pacific,

“‘We've managed over the past five
years to have a compound growth rate of
55 percent,”* Peatrowsky stated.

Tandem recently won the G-Mark
award for outstanding design on its VLX
mainframe processor and its SL-8 mass
slorage sysiem from the Ministry of Inter-
national Trade and Industry, The G-Mark
emblem will be stamped on all the equip-
ment Tandem sells.

“You bave to have a fetish about sup-
port and service to do well in Japan,'
Peatrowsky commented.,

Two other companies that have done
well competing in Japan are Harmon
International, which has plants in Califor-
nia and Ohio, and Fujitsu America in
Santa Clara, according to Zschau,

Harmon, which makes audio speakers
that go into automobiles, is in a business
the Japancse should own, Zschau said.
Even so, Harmon has been very successful
sclling car speakers in the Japanese mar-
ket. Their products are made by Califor-
nia workers to boot, Zschau added.

Fujitsu America, which was established
to make disk drives, has been turning out
2 product from its plant in Oregon that is
far superior and less expensive to produce
than the same product made by Fujitsu in
Japan. The Japanecse firm is now thinking
of buying the product made in Oregon
instead of making its own, Zschau said.

The outlook, at least from the perspec-
tive of the Computer and Business Equip-
ment Manufacturers Association in
Washington, D.C., is not nearly as
gloomy as American busincssmen tend to
think, according to Charlotte LeGates,
director of communications for the trade
organization.

LeGates said the United States is not
losing market share in Japan but gained
seven-tenths of a percent from 1982 to the
present. “It's not enough to send earth-
quakes through Tokyo, but it's an

‘ovement.” ., . .
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HEADLINE: First Data Establishes Communications Link With Deluxe Data to Handle
Cash Advances

BYLINE: By Jeffrey Kutler
DATELINE: NEW YORK

BODY:
The companies that process the greatest numbers of credit card and debit card

transactions have installed a communications link.

First Data Resources Inc., the leading bank credit card processor and a
subsidiary of American Express Co., announced the agreement this month to link
with Deluxe Data Systems, Brown Deer, Wis. Deluxe is an electronic funds
transfer system supplier owned by Deluxe Check Printers Inc., St. Paul.

Under terms of what they call a "gateway" agreement, credit card cash
advances at automated teller machines served by Deluxe can be routed to First
Data Resources for authorization.

The 1ink gives First Data Resources' clients a low-cost way of obtaining
credit card authorizations and provides Deluxe Data Systems' users an additional
service option at their ATMs.

"The 1ink provides our banks with economical access to ATM transactions
without adding to fixed costs," said Eugene E. Kathol, directar of product
development, First Data Resources, Omaha.

“The synergies of bringing together a large credit card processor and a large
debit card services provider will bring more business to both our customers,"
Mr. Kathol added. "Also, the system has the potential to provide other services
in the future, including debit card access at the point of sale.”

Kenneth Byrne, senior vice president of marketing, Deluxe Data Systems, said
First Data Resources maintains a data base of 25 million Visa and MasterCard
accounts, which ensures a8 vast potential transaction volume for the gateway
link.

He characterized credit card authorizations as the first phase of a
continuing relationship between the two service companies.

Deluxe Data Systems, formerly A.0. Smith Data Systems, counts among its
clients the six largest shared electronic funds transfer networks in the U.S.

As the result of an agreement announced Dec. 1, Deluxe's principal ATM/POS
software product, Connex, is being marketed jointly with International Business

| Machines Corp.'s sales force. It makes Deluxe the latest of several systems
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firms to participate in IBM's cooperative software program.
As a mainframe-based system, Connex runs on [BM 4831 or larger computers.
Deluxe also released two pieces of customer news:

# Nebraska Electronic Transfer System, Lincoln, licensed Connex software for
ATM and POS switching on a Tandem computer. It drives one of the oldest
statewide networks in the country, with 406 ATMs and 32 POS terminals serving
364 financial institutions. NETS said it would also take advantage of Deluxe's
gateway service for access to other networks and card systems.

» Provident Bank of Maryland, Baltimore, contracted with Deluxe for automated
teller machine processing, authorization, and settlement services. Deluxe is
replacing an in-house software system as Provident Bank replaces its 21 ATMs
with machines from the Diebold 1000 series. The bank is a member of Most, a
regional ATM network that is also a Deluxe client.
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Tandem buys five buildings
it had leased in Cupertino

By MICHAEL KREY

In a dramatic indication of its growth
and commitment, Tandem Computers
Inc. has purchased five Cupertino office
buildings that it had been leasing.

The move also will provide a hedge
against future rent increases.

The purchases encompass five buildings
with 310,000 square feet and approxi-
mately 30 acres off Valico Parkway and
Tantay Avenue, near the intersection of
Interstate 280 and Wolfe Road.

In 2 related move, Tandem is in escrow
to purchase a vacant 5.4 acres between
nay and Stevens Creek Boule-
ntau, 2 4 future site for an
eighi-story, 300 000-square-fool sales and
matketing olfice

The seller for all Tandem's recent trans-
actions 1s Vallco Park Lid

Frank Robmson, Tandem's director of
corporate real esate and construction, Cif-

“In the early years we
weren't in the financial
position to purchase
any buildings. Now
we're in a position
to take advantage
of a good market. We're
very happy in Cupertino
and obviously
we plan to stay.”

ing company policy, declined to release
financial details of the transactions
Vallco Park Lid. officials could not be
reached for comment

But some other recent purchases indi
cale arcy propeftv Cosis

Last December, Tandem bought 1wo
office buildings on about nine acres of
fand from a trust administered by Bank of
America. The buildings on Tantau Ave-
nue, comprising about 200,000 square
feet, sold for a reported $15.5 million

That same month the Crow-Spicker
French No. 133 Lid, Partnership bought
two office buildings of 105,000 square feet
cach nearby, at 19310 and 19320 Pruner-
idge Ave., icased by Hewlett-Packard Co.
That price was approximately $13 million.

Within that same area, Tandem occu
pies 11 buildings and approximately | mil
lion square feet. The firm now owns seven
of those buildings, plus the site for the
future marketing tower, All the buildings
are in Cupertind exceplt for a leased bunkd-
ing on Stevens Creck Boulevard that is
1ust withun the San Jose border.

““We've been negotiating for these five
buildings since we bought those other two
last December,”’ Robinson said. *We're a
maturing company that needs the space.
We are looking at all options a1 this point.
To tell you the truth, its been a chalk

ings,"" Robinson said. **Now we're in &
position 1o take advantage of 4 good mar-
ket. We're very happy in Cuperting and
obviously we plan to stay .

“From a facility standpoint, ownership
gives us better contral. Sometimes we
have 10 move quickly. Aside from that,
we've concluded that these buildings of fer
pretty good investments.**

Real estate executives also point out
that Cupertino is one of the couniy's
strongest markets, prooe Lo renl increass
The strength stems primarily from the
formidable and expanding presence of
Tandem, Hewlett-Packard and Appis
Computer Inc

On a space binge of s own, Apple cur
lier this year boughi its first building eve
in Cupertino, and has signed feases for
more than 500,000 square fect of space 0
that city

“Tandem and Apple are the players tn
Cupertino, and they have been in expan
sion modes for some time.™" said Steve
Weatherholl, sales manager for the San
Jose office of Grubb & Ellis, "It makes
sense for Tandem 1o buy because it gives
them more control. With rents increasing
its nice to lock in the cost at todav's rates
Rental rates are increasing faster in Cuper
uno than probably anv other market in
the valley

““But if Tandem were based in north
San Jose, where rents are low and are
expected (o remain low for some time,
Tandem probably wouldn't be so inter-
ested in buying.*'

**Tandem has been doing some good
things in Cupertino,”” said Glenn Barber,
Apple’s director of real estate and facib-
ties. “*They've been buving and we've
been leasing, so our approach has been
much more modest. But in the long lerm
Apple hopes 1o consohdate it facilities
here in Cuperting.””

Tandem could soon be doing more, The
S.4-acre sine will in escrow i jus
the site of the proposed T00-room Mar
riott Hotel. Robinson said Tandem s pre
liminary plans {or construction of an
eight-story, 300,000-square-foor market
ing complex should be brought before the
city of Cupertino this spring. although an
actual construcnon date has not been
determined

Tandem abwo recently remodeled mosi
of the buildmgs 1 has just purchased The
buildings are:

* 3 40,000 square-fool manufacturing
building a1 19333 Vallco Parkway—ihe
first building Tandem occupied in Cuper
tino, dating 1o 1977

o g 140 000-sguare-Toot research and
development building, also 19333 Valico
Parkway;

* a 25.000-sguare-Toot conference cen
ter, also 19331 Vallco Parkway;

® 3 140,000-square-foot sales and mar
keting building, 19191 Vallco Patkway;

® a 65,000-square-foot accounting
building, 10300 N. Tantau Ave

Tandem also has nearly completed
major tions of the two buildings it

cay of

1o come up with the Tacilities 1o house
these emplovees ™

Tandem, in fact, has grown from $,223
emplovees at the end of its fiscal vear 1984
1o 7.007 emplovees as of Sepi. 30. More
than a third of its employees are based in
i growing Cupertind compiex.

Formed m 1974, the company passed

he §1 hillion wales mark n fiscal 1987
pimpared with $767 8 million in wales fof
M imane w (rom 17

fial 1986 10 $105.6 mallion

he carly vears we weren't in (he

1o purchase any build

cial posstion

bought last year. The firm had pot pre
viously occupeed these buildings, ai 1043 €
N. Tantau Ave,. but the adminstration
staff has moved into one bwiding, while
more research and development depar-
ments are moving into the second build
mg

Ronson sasd Tandem is o the mdu of
a landscapmg and sighage f &t
effort o tic all 1he Bulldings ¥ cing
Aeet
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For value added comfort,
compare our rooms and rates.

66 South Main Street
* Sutes with Jocuzz

* Micrewove & Refrigetator

* Continental Breakfast

* ‘Wat Bar

* Mrating Room

__ San Jose |

1215 S. First Street
(4

witer with Jacuzz:

.
- 0 & Refrigeraio

. iivr Make

= HEO, VCR/ Canle TV/Sawlline
- Lu\l[\ ge Chair

Hayward
24997 Mission Blvd.

* Sulres with Jacuzs

* Kiithenete-refrigerator

. Cohlmeﬂlnlﬂmcﬁefau

* Nawipoper

. H!{),\‘r R/ Cubl- TV! Sareilite

Moumam View
1561 W, EF Cummo Reul

* Suifes with Jocuzzi
* Refrigerator
* Exscutive, Presidential & Bridal Suites

rooms start at $40

408/262-7666

* Newipaper

* HBO L VCR, Re~ Coaniral TV
* Direct Diol Phenas

* Pool & Spa

* Launderatte

rooms start ot $42

408/280-53¢

* Newipape
* Wet Bar
* Builin D
« Addifional T

in Eathroom:

rooms start ot 5-4(}
415/538-4466
. .‘_-c.rr-\r:h o
* Laundry Service

* Builtiin Deluse Hairdryers

rooms startat $50

415/967- 7888
= HBO & VCR

* Remote Control TV

* Diract Dial Phone

*Non-smoking rooms available
art all locations.

TTHEMENT PLANNIM

U vou are the owner of &
small busimess or e sell

1 50t much
time left (o take advantage
of the last tax savings
available in 1987 Give
yoursell a retirement
bonus by letting EF
Hutron heip vou dessgn a
new qualibied retirememt
plin Lelored 1o vour
specilic needs

The Hutton Employer
Retirement System
HEHRS ima [ull =

Beat
the
clock.

straton and
wphnons. Come
Hutton

W Oesitn
invesumnen!
IO vraLr s F &
office and reeeve 4
compuilenze o proseniation
from one of our specially
trained account executives.
You deserve a tax break..,
sodon't let this one pass
you by. Call Ben Kuckens
at E.F. Hutton today:
408,298-2900

E-Hutton

When E.F. Hutton taiks,

people lUsten,
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