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Tuesday, February 8, 2011

Ken Olsen's career at a glance
By James M. Connolly

Ken Olsen, co-founder of Digital Equipment Corp., died on Feb. 6, 
2011. His legacy in the industry spans the 35 years he spent at DEC 
and includes the estimated 100,000 employees working for the 
company at its peak. Here, Mass High Tech gathers a time line of 
Olsen's career highlights.

Born in Bridgeport, Conn. on Feb. 20, 1926.
Raised in Stratford, Conn.

Military service: U.S. Navy, 1944-1946

Education: Bachelor’s degree in electrical engineering from MIT in 
1950. Master’s degree in electrical engineering from MIT (1952)

Early job: Engineer with MIT’s Lincoln Laboratory

Founder of Digital Equipment Corp.: Founded DEC with Harlan 
Anderson and brother Stanley Olsen in 1957, reportedly with $70,000.
Venture investment came from Georges Doriot’s American Research 
and Development Corp., considered a pioneer in the VC sector.

Early patents: Saturable switch, a diode transformer gate circuit, 
magnetic core memory, and the line printer buffer. 

DEC computers: DEC’s first minicomputer series was the PDP (programmable data 
processor) family, starting with the 18-bit PDP-1. The PDP’s were designed to support 
departments or teams of scientists without significant assistance from the data processing 
team and supporting infrastructure. The most successful PDP was the 16-bit PDP-11, which
remained in common use for 20 years, well into the 1980s. 

DEC’s next generation machines were the 32-bit VAX systems introduced with the popular 
VAX 11/780 in 1977, and in use through the 1990s. A key development in the VAX line was 
the use of a virtual operating system known as VMS.
Later in its evolution, DEC developed the reduced-instruction set computer architecture 
known as Alpha, designed for high-end 64-bit systems.

Evolution of the technology: As DEC matured, the company branched out with 
networking tools, including an Ethernet-based architecture, and software such as a 
relational database management system and an e-mail package. Despite Olsen’s claim that
there was no need for a home computer, DEC did introduce several PC models for business 
use throughout the 1980s.

DEC the company: From three employees in 1957, DEC peaked at an estimated 100,000 
employees and a market value of $14 billion in the late 1980s. At that time it was the 
second largest computer company behind IBM. With the growth of Windows-based and PC
architecture servers and competing high-end servers appearing at a time when DEC’s new 
products were late and flawed, DEC’s growth slowed in the early 1990s. The company had 
its first layoffs in 1992.

Olsen leaves DEC: In 1992, Olsen was replaced as president by Robert Palmer, and 
resigned from the board a short time later. DEC was acquired by Compaq Computer Corp. 
in 1998.

Later career: Olsen became chairman of startup Advanced Modular Solutions and also 
served as a trustee and benefactor of Gordon College in Wenham, which named its science 
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About Ken Olsen 

"Even though I have been an entrepreneur, I have always 

been a scientist first and foremost." 

—Ken Olsen (1926–2011) 

Kenneth Harry Olsen, known around the world as founder and former 

CEO of Digital Equipment Corporation (DEC) and one of the 20th 

century's great leaders in computer science, passed away February 6, 

2011. Born in 1926 in Bridgeport, Connecticut, he was educated at M.I.T 

and, while a graduate student, worked on a team that developed air 

defense technology and core memory, the precursor to today’s RAM.

During Olsen’s 35-year leadership tenure, DEC pioneered the concepts 

behind interactive computing, and created one of the first digital “mini-

computers” for commercial use. Along with these milestones in 

technology, Olsen’s leadership style and entrepreneurial philosophy 

have also been foundational for today’s information and computer 

networking industry.

"As an inventor, scientist, and entrepreneur, Ken Olsen is one of the true 

pioneers of the computing industry,” wrote Bill Gates, founder and 

chairman of Microsoft, in a letter on the occasion of the groundbreaking 

for the Ken Olsen Science Center, in 2006. “He was also a major 

influence in my life and his influence is still important at Microsoft through 

all the engineers who trained at Digital and have come here to make 

great software products.”

Mr. Olsen strongly believed that science is "more than a study of 

molecules and calculations; it is the love of knowledge and the continued 

search for the truth. The study of the sciences promotes humility, leaving 

us with a clear sense that we will never understand all there is to know. 

At the same time, science provides a defense for truth, authenticates 

Christianity and stems from the nature of God."

Inspired by the openness with which science is taught at Gordon as well 

as with the critical thinking and empirical approaches of the faculty, he 

joined the Board of Trustees in 1961, and helped launch the Heart of 

Discovery campaign at Gordon with a lead naming gift for the new 

science center.

“Ken Olsen was a pioneer of the computer age, but beyond that, he was 

a good man," said Tom Phillips, former chairman of Raytheon and fellow 

board member at Gordon College. "He was a major philanthropist who 

did his giving quietly, never seeking recognition or thanks. Ken’s many 
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contributions to business, leadership and technological innovations were 

unmatched. He cared deeply about his family, his faith and of course, his 

work, and sincerely expected that each would help make the world 

better. That was his legacy and I’m proud to have called him friend.”

FIND OUT MORE

� Read a remembrance of Ken Olsen.  

� Watch "The Legacy of Ken Olsen" video produced by Televerse 

Productions. ("The Genius of Ken Olsen" is displayed above.)

� Read the Spring 2006 STILLPOINT article "Ken Olsen Brings 

Entrepreneurial Leadership to Science"

� Read the Summer 2006 STILLPOINT article about the June 17 

2006 groundbreaking ceremony for the Ken Olsen Science 

Center: "A Salute To Ken Olsen, Servant Leader."

Former DEC employees, friends and colleagues of Ken Olsen can make 

a donation in honor of Mr. Olsen.

Gordon College in Wenham, Massachusetts, is among the top Christian colleges in the nation and the 

only nondenominational Christian college in New England. Gordon is committed to excellence in liberal 

arts education, spiritual development and academic freedom informed by a framework of faith.

Gordon College, 255 Grapevine Road, Wenham, MA 01984 Telephone 978.927.2300
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Ken Olsen, Who Built DEC Into a Power, Dies at 84
By GLENN RIFKIN

Published: February 7, 2011

Ken Olsen, who helped reshape the computer industry as a founder of 

the Digital Equipment Corporation, at one time the world’s second-

largest computer company, died on Sunday. He was 84. 

His family announced the death but

declined to provide further details. He 

had recently lived with a daughter in

Indiana and had been a longtime 

resident of Lincoln, Mass. 

Mr. Olsen, who was proclaimed “America’s most successful 

entrepreneur” by Fortune magazine in 1986, built Digital on 

$70,000 in seed money, founding it with a partner in 1957

in the small Boston suburb of Maynard, Mass. With Mr. 

Olsen as its chief executive, it grew to employ more than 

120,000 people at operations in more than 95 countries, surpassed in size only by I.B.M.

At its peak, in the late 1980s, Digital had $14 billion in sales and ranked among the most 

profitable companies in the nation. 

But its fortunes soon declined after Digital began missing out on some critical market

shifts, particularly toward the personal computer. Mr. Olsen was criticized as autocratic 

and resistant to new trends. “The personal computer will fall flat on its face in business,” 

he said at one point. And in July 1992, the company’s board forced him to resign. 

Six years later, Digital, or DEC, as the company was known, was acquired by the Compaq

Computer Corporation for $9.6 billion. 

But for 35 years the enigmatic Mr. Olsen oversaw an expanding technology giant that 

produced some of the computer industry’s breakthrough ideas. 

In a tribute to him in 2006, Bill Gates, the Microsoft co-founder, called Mr. Olsen “one of 

the true pioneers of computing,” adding, “He was also a major influence on my life.” 

Mr. Gates traced his interest in software to his first use of a DEC computer as a 13-year-

old. He and Microsoft’s other founder, Paul Allen, created their first personal computer 

software on a DEC PDP-10 computer. 

In the 1960s, Digital built small, powerful and elegantly designed “minicomputers,” which 

formed the basis of a lucrative new segment of the computer marketplace. Though hardly 

“mini” by today’s standards, the computer became a favorite alternative to the giant, 

multimillion-dollar mainframe computers sold by I.B.M. to large corporate customers. The

minicomputer found a market in research laboratories, engineering companies and other 

professions requiring heavy computer use. 

In time, several minicomputer companies sprang up around Digital and thrived, forming 

the foundation of the Route 128 technology corridor near Boston. 

Digital also spawned a generation of computing talent, lured by an open corporate culture

Enlarge This Image

Chitose Suzuki/Associated Press

Ken Olsen, the pioneering founder of 
DEC, in 1996.
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that fostered a free flow of ideas. A frequently rumpled outdoorsman who preferred flannel 

shirts to business suits, Mr. Olsen, a brawny man with piercing blue eyes, shunned 

publicity and ran the company as a large, sometimes contentious family. 

Many within the industry assumed that Digital, with its stellar engineering staff, would be 

the logical company to usher in the age of personal computers, but Mr. Olsen was openly 

skeptical of the desktop machines. He thought of them as “toys” used for playing video 

games.

Still, most people in the industry say Mr. Olsen’s legacy is secure. “Ken Olsen is the father 

of the second generation of computing,” said George Colony, who is chief executive of 

Forrester Research and a longtime industry watcher, “and that makes him one of the major 

figures in the history of this business.” 

Kenneth Harry Olsen was born in Bridgeport, Conn., on Feb. 20, 1926, and grew up with 

his three siblings in nearby Stratford. His parents, Oswald and Elizabeth Svea Olsen, were 

children of Norwegian immigrants. 

Mr. Olsen and his younger brother Stan lived their passion for electronics in the basement 

of their Stratford home, inventing gadgets and repairing broken radios. After a stint in the 

Navy at the end of World War II, Mr. Olsen headed to the Massachusetts Institute of 

Technology, where he received bachelor’s and master’s degrees in electrical engineering. 

He took a job at M.I.T.’s new Lincoln Laboratory in 1950 and worked under Jay Forrester, 

who was doing pioneering work in the nascent days of interactive computing. 

In 1957, itching to leave academia, Mr. Olsen, then 31, recruited a Lincoln Lab colleague, 

Harlan Anderson, to help him start a company. For financing they turned to Georges F.

Doriot, a renowned Harvard Business School professor and venture capitalist. According to 

Mr. Colony, Digital became the first successful venture-backed company in the computer 

industry. Mr. Anderson left the company shortly afterward, leaving Mr. Olsen to put his 

stamp on it for more than three decades.

In Digital’s often confusing management structure, Mr. Olsen was the dominant figure who 

hired smart people, gave them responsibility and expected them “to perform as adults,” 

said Edgar Schein, who taught organizational behavior at M.I.T. and consulted with Mr. 

Olsen for 25 years. “Lo and behold,” he said, “they performed magnificently.” 

One crucial employee was Gordon Bell, a DEC vice president and the technical brains 

behind many of Digital’s most successful machines. “All the alumni think of Digital fondly 

and remember it as a great place to work,” said Mr. Bell, who went on to become a 

principal researcher at Microsoft. 

After he left Digital, Mr. Olsen began another start-up, Advanced Modular Solutions, but it 

eventually failed. In retirement, he helped found the Ken Olsen Science Center at Gordon 

College, a Christian school in Wenham, Mass., where an archive of his papers and Digital’s 

history is housed. His family announced his death through the college. 

Mr. Olsen’s wife of 59 years, Eeva-Liisa Aulikki Olsen, died in March 2009. A son, Glenn,

also died. Mr. Olsen’s survivors include a daughter, Ava Memmen, another son, James; his 

brother Stan; and five grandchildren. 

A version of this article appeared in print on February 8, 2011, on page 
A24 of the New York edition.
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Computer pioneer Ken Olsen dies

By Bryan Marquard and Hiawatha Bray

Globe Staff  February 8, 2011

Ken Olsen, who cofounded Digital Equipment Corp. and built it into the second-largest computer company in the 
nation by creating small but powerful machines called minicomputers, died Sunday.

He was 84, and his death was announced by Gordon College in Wenham, for which Mr. Olsen was a longtime 
trustee and benefactor. The college did not provide a cause of death or information about where Mr. Olsen was 
living.

Mr. Olsen launched Digital in 1957 in a defunct woolen mill in Maynard with $70,000 in venture capital. For a 
time, Mr. Olsen, his partner, Harlan Anderson, and his brother Stanley Olsen were the company’s only 
employees. With innovation after innovation, Mr. Olsen and Digital helped create the computer industry. At one 
point, the company was valued at about $14 billion.

In the 1960s, Digital pioneered a smaller, less- expensive alternative to the hulking mainframes that dominated 
the industry.

Mainframes were usually run by specially-trained operators and were off-limits to everyone else. Users stood in 
line, handed over their computing tasks, then waited for minutes or hours for the results.

But the minicomputers developed by Digital were so inexpensive that companies could buy several for 
scientists, engineers, or business managers, then let the workers use the computers themselves.

Digital and Wang Laboratories, along with their spinoffs, were widely credited with playing a large role in the 
Massachusetts Miracle, the period of economic growth in the 1980s.

Even when his own net worth was measured in the hundreds of millions, Mr. Olsen looked more like an 
engineer than an entrepreneur, favoring thick-soled work boots and preferring to drive a 1963
Ford
Falcon because he admired its design and found it easy to maintain.

Under his leadership, Digital endured financial ups and downs. But after the company surged in the mid-1980s, 
Fortune magazine ran a cover story on Mr. Olsen, calling him “arguably the most successful entrepreneur in the 
history of American business.’’

Adjusting for inflation, Fortune said, Digital was bigger than 
Ford Motor Co.
at the death of its founder, Henry Ford, and also larger than 
US Steel
when Andrew Carnegie sold his company or Standard Oil when John D. Rockefeller stepped aside.

Digital was second to 
IBM
in the computer industry, though it was less than one-sixth of IBM’s size.

Digital’s fortunes foundered when it was slow to enter the burgeoning personal computer market. Mr. Olsen 
stepped down as president in 1992 and resigned from the board a few months later, severing ties with the 
company. The company was acquired by 
Compaq Computer Corp.
in 1998.

/
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“While I didn’t know him personally, I did know him as the founder of one of the Commonwealth’s and the 
country’s great companies and an example of our spirit of innovation,’’ Governor Deval Patrick said in a 
statement last night.

Peter Zotto, who spent 23 years at Digital and was vice president of its European operations, called Mr. Olsen 
an excellent manager.

“The one word I would use would be empowering,’’ Zotto said. ’’Every chance I had to listen to him and work 
with him was a special treat.’’

Mr. Olsen delegated responsibility at Digital and was known for creating a decentralized management structure 
that became fodder for business textbooks.

Gordon Bell, one of the key designers of Digital’s minicomputers, said Mr. Olsen’s style of management 
generated creativity and fierce loyalty.

“We all remember him as a great leader,’’ said Bell, today a researcher at 
Microsoft Corp.
“I certainly learned a lot and was very honored to work for him.’’

A Christian who for many years attended Boston’s Park Street Church, Mr. Olsen grew up in a household where 
his father taught Bible class and his mother played piano at a local church. For Mr. Olsen, faith was as important 
as his work.

“I’ve never seen a guy talk so much about philosophy in management meetings,’’ Dennis Burke, a former priest 
who worked at Digital, told Fortune magazine for the 1986 story. “He was really brilliant at that. It was like 
church. There would be absolute quiet in the room.’’

Dan Bricklin — the inventor of VisiCalc, the first spreadsheet program for personal computers — said Mr. Olsen 
was “the entrepreneur we all looked at; he was the prototypical one.’’

Bricklin, who now runs Software Garden Inc. in Newton, said Digital’s success established Massachusetts as a 
world center of computer engineering. “The stuff we all used for many years were Digital computers,’’ he said. 
“They were the Apple of their day.’’

Kenneth Harry Olsen was born in Bridgeport, Conn., and grew up in the suburb of Stratford. His father held 
patents and designed equipment such as a safety-pin machine and one that made universal joints for cars.

Mechanical even as a child, Mr. Olsen read technical manuals, rather than comic books. He began studying
electrical engineering in the US Navy, which he joined in 1944, and continued his studies at the Massachusetts 
Institute of Technology. At MIT, he received a bachelor’s degree in 1950 and a master’s two years later, in 
electrical engineering.

Afterward, he worked at Lincoln Laboratory until deciding to start his own company in 1957, getting seed money 
from the early venture capital firm American Research and Development Corp. The financial backers did not 
want the word computer in the company’s name, and Mr. Olsen settled on Digital Equipment Corp., or DEC.

The company had sales of $94,000 in its first year. By 1977, when sales topped $1 billion, Digital had 36,000
employees.

In 1986, a Wall Street Journal reporter interviewed Mr. Olsen in his office in the building that formerly housed a 
woolen mill and dated to the mid-1800s. One wall was given over to his collection of old computer parts. 
“They’re artifacts, like dinosaur bones,’’ he said.

Mr. Olsen’s wife — the former Eeva-Liisa Aulikki Valve, whom he married in 1950 — died in 2009. Gordon 
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College could provide no information on their children.

A memorial service will be held at 2 p.m. May 14 at Gordon College.

Marquard can be reached at bmarquard@globe.com; Bray at bray@globe.com. 

© Copyright 2011 Globe Newspaper Company.
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Computer pioneer Ken Olsen dies at age 84
(AP) – 1 hour ago

Kenneth Olsen, a computer industry pioneer and co-founder of Digital Equipment Corp., has 
died. He was 84.

His death Sunday was announced by Gordon College in Wenham, Mass., where he was a 
trustee and benefactor. The college did not release a cause of death.

DEC, which Olsen launched in 1957, is considered an icon in technology circles today. The 
company attracted top engineers and helped usher in a technology revolution that changed the 
way people interact with computers.

In the 1960s and 1970s, Digital played a central role in creating the market for "minicomputers," 
powerful, refrigerator-sized machines that appealed to scientists, engineers and other number 
crunchers who did not need the bigger, multimillion-dollar mainframes used by big corporations. 
At its peak in the 1980s, DEC was the second-largest computer maker behind International 
Business Machines Corp.

"In the heady days of Bill Gates and Steve Jobs, it's too easy to forget that it was Ken Olsen's 
vision of interactivity that took computing away from the centralized mainframe and into the 
hands of the people," said Gordon Bell, who joined DEC in 1960 and headed the company's 
engineering operations for more than 20 years.

Ultimately, DEC lost its way in the Internet-era transformations of the technology industry, which 
shrunk computers down to pocket-sized gadgets that people carry wherever they go. And Olsen 
is still remembered for his 1977 prediction that "there is no reason for any individual to have a 
computer in their home." He later insisted the quote was taken out of context and that he simply 
meant he could not envision a day when computers would run people's lives.

Born in Bridgeport, Conn., Olsen grew up in the neighboring town of Stratford. His father 
designed machine tools and Olsen and his brothers spent hours tinkering with gadgets in the 
family basement. After being drafted during World War II, Olsen attended the Navy's electronics 
school, where he learned how to maintain radars, sonars and navigation systems. He went on to 
earn undergraduate and masters degrees in engineering from the Massachusetts Institute of 
Technology.

At MIT, Olsen worked in the university's Lincoln Laboratory, a federally funded research center 
created in 1951 to develop technology to improve the nation's air defense system. That 
technology, powered by MIT's advanced Whirlwind computers, grew into the Air Force's Semi-
Automatic Ground Environment defense system, which was used to track and intercept enemy 
aircraft. One of Olsen's roles at Lincoln Laboratory was to serve as a liaison with IBM, a major 
contractor on the project. Olsen also worked on Lincoln Lab's TX-2 computer, which helped 
break new ground in computer-aided drafting.

In 1957, Olsen teamed with MIT colleague Harlan Anderson to start Digital Equipment Corp. with 
$70,000 from American Research and Development, an early venture capital firm. The company 
was headquartered in an old wool mill in Maynard, Mass.

DEC named its first computer the PDP-1, for Programmed Data Processor. But it was the PDP-8, 
which was introduced in 1965 and became a building block for computer systems made by other 
companies, that really established minicomputers as a major new industry.

The PDP-11 — and later DEC's Virtual Address eXtension, or VAX, series — offered a serious 
alternative to IBM's central mainframe approach. By the mid-1980s, many other companies had 
tried to enter the business. Digital was also a pioneer in the use of networking technology to link 
its computers together and enable DEC engineers around the world to communicate 
electronically almost instantly.

DEC's innovative machines helped bring computers out from glass-enclosed rooms inside big 
corporations, where they were operated by men in white lab coats, and made them accessible to 
small and medium-sized operations and even individual users.

"The computers we built were of a cost and size that they brought computing down a level," said 
Bell, now a principal researcher in Microsoft Corp.'s Silicon Valley Research Group.

DEC computers also trained and influenced many key players in the technology industry. 
Microsoft co-founders Bill Gates and Paul Allen used the PDP-10 to create the first version of the 
BASIC programming language for a personal computer. And Dave Cutler, who developed several 
key operating systems for DEC, went on to develop the Windows NT and Azure operating 
systems for Microsoft.

For many years, the company's sophisticated technology drove rapid corporate growth and 
inspired deep loyalty. That growth came even as Olsen discouraged his salesmen from selling 
products that customers didn't need and shied away from traditional advertising, convinced that 
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good products would sell themselves.

In 1986, Fortune Magazine called Olsen "America's most successful entrepreneur." By the late 
1980s, DEC had more than 120,000 employees worldwide. Sales peaked at $14 billion in 1992.

According to Edgar Schein, an emeritus professor at the MIT Sloan School of Management and 
author of "DEC is Dead, Long Live DEC," Olsen had a distinctive management philosophy. His 
corporate culture valued creativity, ingenuity and open communication. And while he had a 
legendary temper and demanded top-notch work, Olsen empowered his employees with 
enormous freedom and responsibility.

"Ken Olsen built a company that encouraged innovation and rewarded people with good ideas," 
said Win Hindle, a former DEC senior vice president who spent 32 years at the company.

Olsen was also fiercely loyal to his employees and he abhorred the prospect of layoffs.

Dan Tymann, executive vice president of Gordon College in Wenham, Mass., where Olsen was a 
trustee, said Olsen's management style reflected a devout Christian faith. Olsen constantly 
implored his employees to "do the right thing," Tymann said.

Digital's fortunes had begun to decline by the early 1990s. The company was late to recognize 
the growing popularity of smaller personal computers and desktop workstations for business use. 
DEC also resisted the market's shift away from proprietary technology to open systems, including 
PCs powered by Intel microprocessors and generic servers running UNIX software.

"Olsen continued to believe in innovation while the market became more of a commodity market," 
Schein said. "People wanted simpler, cheaper desktop computers, while DEC continued to 
produce sophisticated computers for the technical market."

Even as DEC tried to catch up with new products, including a line of personal computers, it never 
regained its footing. The company posted its first quarterly loss in 1990. Faced with struggling 
product lines, Olsen had no choice but to start cutting Digital's work force through buyouts, early 
retirements and eventually layoffs.

In 1992, Olsen left the company at the request of the board. Robert Palmer, a DEC vice 
president, took over and set about trying to turn things around. But the heyday of the 
minicomputer — and Digital Equipment Corp. — was over. In 1998, Compaq Computer Corp. 
bought what was left of DEC for $9.6 billion. Four years later, Compaq and the remnants of DEC 
were acquired by Hewlett-Packard Co.

A memorial service at Gordon College is set for May 14.

Copyright © 2011 The Associated Press. All rights reserved. 
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Sometimes we don't fully appreciate the importance of keeping 

our mouth shut because any one thing doesn't look all that significant. 

But all together, things are really important. Any time we, as a 

company are so open and talk about or write about company matters we 

invest heavily in communications. Don't communicate with neighbors 

in your community about company matters, there is just too much infor- 

mation about what we do at DEC that reaches people outside the corpo- 

rat iox . 

Everything is a compromise and we ought to consider every decision 

we make as a meaningful compromise. The whole art of engineeririg is 

compromise therefore engineers' of all people should be best at com- 

promising . However, they have the worst time in making compromises. 

You can't build a bridge, or an airplane, or a computer that's abso- 

lutely safe in every alternative. It would take forever, cost an 

infinite amount of money and there wouldn't be enough weight left for 

cars on the bridge, you couldn*t get off the ground in the airplane 

and you couldn't meet your schedule. 

There is no safety. We're professionals, we can't get away with 

saying "I will go all the way, one way and be safe". We must find the 

best compromise and then live with the ensuing criticisms. We just 

learn by our mistakes and do better. That's what we're paid for in 

our profession. There is a list of thin,gs we must compromise in and 

identifying them, I think will help us face the issue. 

The first area of compromise is in new technology for &ample ISI. 

The only time we claim that we've ever been ahead of technology is the 

day we opened our doors and we've been behind ever since. There are a 

number of reasons for this. When we started, we had a handful of tech- 

nology. After that we had to live with our previous product and with 

our customers who dictated what they wanted. In general, they didn't 

care about technology. They wanted the products to continue, they had 
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problems to solve and that is what they were interested in. Compromises 

come because in the long run they use technology that gives the best 

product, the best solution to problems, the lowest price and the best 

reliability. We always have to face that. 

I was rather disturbed with a few of our people who said 'The 

problem with LSI is that's the company policy now, and it is going to 

take us longer, cost a fortune and the product may not be viable after-m 

xrdrd because it's too late. But we got to LSI because that's the party 

line now." We got here so far because we weren't stupid like that. Let's 

not start now. We're investing heavily in it, we've encouraged 'it, but 

we don't LSX anything for it's awn sake. 

Ten years ago, maybe it was 3, maybe it was 13, the world was 

promisinv b great things in LSI, or at that time in integrated circuits. 

The Professors at MIT were promising what we can just do to-day and the 

world hated us because we said it wasn't ready yet. We were the last 

ones to use integrated circuits, and then we were 6 months early. The 

argument that s!lowed we were right said that we paid 60 cents per unit 

while Computer Control in Framingham paid 4 dollars per unit because they 

started a year earlier than we did and their product was therefore that 

much more expensive. The reason we were 6 months late was that we didn't 

learn how to make them until 6 months after we started, The old '8L had 

.just one integrated circuit that was in trouble. BOY s was that a chore! 

I:\rcn before that, when we were saying it wasn't ready yet, and all 

reasoning said it wasn't, it was to some people an emotiona f. thing---a 

religious issue almost. Financial Analysts would get hold of us and 

find out we weren't using integrated circuits; they would write the worst 

reports on US* We were doing no solid-state in house. There was no 

hope for the company, it was dead. One Person called me up and asked,. 

llnre yo?l using positive logic?", and I replied "Negative". It took 
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great courage to go to annual meetings and talk to analysts and say@ 

"Not yet ", but we were right. I can go through a whole history of things 

in which we often looked late. 

Oh, five years ago now or so, Grant Saviers was all hot on magnetic 

bubbles, You couldn't lose. YOU know, all the press agents were there 

around the corner. You had to get on the bandwagon; you had to be a 

leader or you'd lose out, even Bell said it was just coming. We were 

reluctant to offend Grant because he was so enthusiastic, but we said 

no. Well , five years later it doesn't look like we lost all that much. 

Waiting until we're sure has been a good policy. On the other hand, you 

can't survive by saying no to all new technology. 

The second ‘area of compromise is merely red tape which includes 

scheduling and budgeting. The Engineerin g Departments terrify me because 

I think we're training hundreds of people to be budgeters and schedulers 

and alter awhile. they all forget how to be engineers. Budgets and sche- 

dules are tools; they are not used instead of engineering. I asked one 

fellow what was going on in the technological field in which he has 

become an expert. He replied "oh, this last year I have just been making 

up budgets; they've all been turned down. I haven't bothered at all", 

Then we wonder why people who get to be 40 can't get jobs. You know 

it terrifizs me, I used to chair the Engineering Committee. Something 

would come up and we had so much red tape we had to simplify it, so the 

jlnzinecrin(c Committee took over. Now, engineers have a problem. They 

Pall into ret1 tape and it's like the Senate doing tax reforz. You know, 

the.! Zcnatc and Congress just passed a tax reform---they had 40,000 pages 

filled with things. When the Senate does it, it's called incentives. 

After* it's done and they go ranting and raving on Television, they call 

it I?ogholes and they're going to cut them all out. They added 15,000 

pnges of new loopholes and complications. Engineers are like that when 

it comes to applying red tape. They say letting the Senate do tax reform 
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is like leaving an unguarded beer truck in a high school parking lot. 

Asking Engineers to simplify red tape I think is the same thing. Red 

tape, scheduling and budgeting are tools. We've got to use them but 

that's all they are. We’re engineers and we're only useful as long as 

we're doing engineering. 

A third area of compromise is safety. There are many things that 

fail for which there is no excuse. We just really work to cover all 

the alternatives, projects shouldn't fail. When the television studios 

were getting ready for the first Carter/Ford debate, I was watching then 

and I was suspicious. I thought, "Those young technicians only work with 

transistors and don't know about the unreliability of electronics. They 

only have one system, There is so much invested in this thing---100 

IQ-illion people are going to listen to it. I bet they've never run into 

enough trouble in their young lives to have back-up systems". I don't 

know what failed but J. snspect they just had one microphone, one channel, 

and one wire out, You see, they should have had four independent systems 

so that nothing would ~0 wrong. At the recent company picnic there were 

10, 30, 40,000 people. You shouJ.dn't take the word of some clerk who 

:i a y s the roads c2n trike it. In some areas there is no excuse for failure, 

the c o;;ipromise coiriez3 in because you can't make everything absolutely safe. 

In Engineering there are no excuses. Lt has to work. I sat at IBM 

ror a year which was the worst year of my life because I didn't have much 

to do, but I learned a lot there. I was representin, 0 MIT and the Air 

YOI-CC. I had to make sure the products were done right. I'could nail 

then because they didn't have technical analyses on the steel racks, but 

I couldn't tell. ,the::r to start at the joints because that wasn't in the 

reqs e I decided that all the people there were really making a list of 

reasons to show that if awry failures occurred it wasn't their fault. 

Ye can't do that. !Ve have to get the job done, make sure it succeeds 



and realize there is always some chance. We musn't make a list of 

reasons to s!low that if something goes wrong it wasn't our fault.. When 

we schedule projects, you know the normal tendency of an engineer is to 

schedule the test point two years away; postpone the day of failure for 

two years and that's just not healthy. I have often thought I wouldn't 

hire my son at Digital. I think if I did I would have him go into 

Special Systems because they succeed or fail every month and learn from 

it. We should make all our mistakes easy ones, our failures small and 

have them come soon, so we can learn. 

The fourth area of compromise that I. worry about in our modern 

engineering is the time that people aren't spending on budgeting, sche- 

duling and other red tape, they spend preparing presentations for market- 

eers. Wow this one I can't explain at all but I'll tell you how it looks 

to an outsider. A group of engineers study something, they think about 

it for months and they look at it from every angle. They know as much 

as can be kmown. They know exactly which way to go. But, either because 

they are cowardl:l and want someone else to ta!ie the responsibility for 

tneir decision, or for some mysterious reason I can't explain, they 

~;;a 1:; e ~ii~ssive presentations to marketing; they lay the question before 

t llC?Dl. Now the mazrl<eteers that come in have never thought about the 

subject before, they don't even know what the initials mean. When 

engineers ask them for a point of view they get back from 100 people 

100 points of view that become 1,000 points of view before the meeting 

is over. Marketeers have changed their mind{ a week later w the next 

meeting. !iow do we m!ce decisions in this outfit? Well, engineers al- 

ready know what is right. They are asking people who never thought of the 

subject and it seems to me there is a compromise here unless there is 

something I missed completely, There is a magic word here called "buy- 

in". Heaven only knows what it means. Because engineers have a project 

they don't want to do engineering on, they'll work two years budgeting 
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and scheduling, they won't do any work, won't read a magazine, won't 

look at a book, nor a catalogue and won't draw up our diagrams because 

they won't do any real work until they have this buy-in from marketeers. 

I can't explain the logic behind this either because by the time the 

project is done, those marketeers have gone somewhere else. Even if 

they are &ill here when the project comes out, they've forgotten what 

they said. There is no such thing as "buy-in". You can't accomplish 

what you want if you want marketeers to buy-in. If you want their point 

of view, lay out what you want --what you know is right. Say this is 

what we are going to do---speak up. If they have any thoughts on the 

matter whatsoever they'll speak up. If they don't they haven't thought 

about it anyway. So there is no point in getting together in a big room, 

Another area comes in discipline. We follow sort of the New 

England tradition of revolutionary soldiers. Rebelers is often what we 

look like and behave like. We think we won the Revolution because those 

crazy Rritish soldiers marched in straight rows, wearing red uniforms 

and when they finally got around to shooting the guns, they fired to- 

get!ler and never aimed. The smart Americans who stayed behind the trees 

and stone walls did shoot it out. The real story is that whenever the 

British started shooting back, the Americans just ran, They weren't 

organized or disciplined at all. The whole fight that we're so proud of 

in Concord was one big mistake. The Americans were so undisciplined and 

unorganized they just gotthe whole thing started by mistake. They really 

didn't win until they hired some European officers who taug t h the 

Americans how to march in straight rows, shoot on command, and not run 

when the other side shot back. When they finally got discipline, they 

won the war. You can take all these great stories on discipline with a 

grain of salt. Complete discipline would be too much of course. It's 

n eoixpromis e . Gordon Uell has a problem in this area, he is very well 

or':;anized and very disciplined. He works hard. When he goes on vaca- 
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tion he comes back and says "Ken, I relaxed. Look at the program I 

wrote." Once in a while he has a flirting experience with freedom. 

!Iis secretary has him scheduled. He's away somewhere where he can truly 

be creative without any of the burden of schedule. It is so great to 

be so productive. YOU must remember he is doing it at a time of great 

discipline and that's when it's productive. No discipline whatsoever 

and there's never any production at all. We have to have discipline in 

our organization, our lives, our way of doing things. Compromise comes 

in because too much obviously by definition is too much. 

Another area of compromise is in management. Managers always have 

to compromise. They can go to extremes. One extreme is to do it all 

themselves and we have a few like that. Ve can't get them to do anything 

right because the projects have to stay small so they can do everything 

themselves. It li'rustrates the men working for them. It frustrates the 

boss. Nothins happens until he gets around to it. He's not manager at 

all. The other kind of manager who maybe is even worse, abandons every- 

t1li.n~~ ‘0 l In between there is a compromise. Being a manager is always 

playing that compromise. He has to realize it and always face it. 

There are all kinds of tricks you can use to help. One way is to have 

everything scheduled and have reports made that people need in order to 

do t!leir job. Yhen something falls apart you know it and then you can 

visit the people who are in trouble, It turns out that we have most of 

the company reporting. There are two areas we don't get reports from. 

c3e is the administrative area, except for payroll. You knZw that every 

, 1 l-lLll~.s~ Ia77 4 9 they rieil~e that payroll.. That's because in effect they get a 

report. Tile? ’ r! 9,o.t: sla1y;ht ered if they didn't make it. The second area 

is pers onnel--- 'iher* "I have so many projects. But one week is the same as 

Xli) 0 L her week , 3.7lil 110 3Tf?~Ol*t;S. - Engineering sometimes takes forever, 

i ,I lt i-l; nlwn;-s crwzes out * Those things we ivatch come out, and those we 

(1011 ’ t ~lK~tCll CC’~‘C’:* <‘.Oi::C Ollt . It's one of the tricks. 
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The other trick is when you're a manager, to threaten the people 

that YOU may do better than they. I had lunch with the editor of one of 

the-big, newspapers in Boston and had been critical Of him. As we were 

wal!cing out he asked, To YOU ever have trouble motivating these SO-35 

year old people?" I said, "c)ur trouble is we can’t get them to go home." 

il!y frustration aith that newspaper is that the reporters don't know what 

they are doins. They report freely but don't know what they are writing 

abol.lt . I figured what the editor shotild do. If he would say "Let it be 

imom that every month I am going to become an expert on a new subject. 

It might ?:e schools in Coston, or the State Finances, or Welfare, or 

hsfng in Eoston. " E-u-t not tell anybody what those things were, it would 

c1~an~c all those reporters attitudes. The prospect that the editor knows 

aore t!lan they do would just change the whole organization. I got mad 

at s01::c~ctiy this y-car. He wanted to make something. I said, "Okay, if 

that's the way you want to do it. Xemenber, I'm going to go in and do 

it over afterwards. " As I left the meeting he came chasing after me. 

lie saS.d , "I catch @xl. But you were right:" It's good for the boss. 

Ye used to work for J. Forrester, he did tremendous kinds of things 

with computers. Looking at his pictures on our walls now, we realize 

t1:nt hc? was so young:‘. We would never b <ret any responsibility with that 

:roung look at that age, At that time, radar was still kind of fascina- 

t; jJ 'I' ". T!re idea of getting a megawatt out of a 10 watt tube was just so 

fascinating. We called his style pulse management. He would come in 

with one pulse; he would come in on a Saturday and concentr@te on the 

stock room. But he really !-new it; he laid out the whole thing. Pulse 

r~~inagcment sure can keep people on their toes because they can't ever 

tell when you're going to come down and pulse them and know more than 

they do. They had better be awake. Keeps a whole outfit sharp! 

The other area in working out this compromise is to delegate, of 

course you can't abandon it either or nothing happens. One technique is 
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to read a little about warfare. Sometimes you can even get it from 

television. Someone is defending a position. If you're an officer 

and you have ten foxholes or ten machine guns out there, your defending 

that position. Every hour you go by and check every single machine gun, 

every single mortar, every single position. You make sure you're men 

are not dead, they're not sleeping, they're not sick and they haven't 

run away. You make sure they're ready every hour. There is no such 

thing as loosing the position and saying "Well, I sent them out there; 
.~.._. 

I checked yesterday." When World War II started, the French had a IT __ i 

command post set up. They had a castle and all communications into that 

castle where the command was, were by horse. Once a day, the messenger 

would carry in all the messages from the front on horseback. In a matter 

of 2 or 3 days the Germans were all around them. The Germans didn't 

run their army that way. They had everything under control, they were 

organized in such a way that they knew everything that was going on. 

When you're a manager, you have to manage so that you know everything that 

is goiinc on. There is no such thing as, "I trusted so and so and he let 

l’le I1 own . ” iTomme1 was one of the best generals of the war, maybe even 

t)eiore he was general. He was right there with his troops. He probably 

didn't shoot a gun; he didn't take part in anything, but he knew every 

single part of his army and he thought about it all the time. He really 

knew what was going on; he was in command. He ran his army and everybodk 

else ran in front of him because he really was in command. ,There's 

ano-ther part of that story of Rommel which a few of you should think 

about also. ,He worked so hard at it, he got sick. Germany lost the 

war in North Africa while Rommel was in Germany recovering from his ill- 

IlCSS, So you see you can't do so much of it you get sick. h!anagAng is 

something you manage, you can't really keep up on everything. Not all 

the time, there.are 52 weeks in a year, each week, you pick up on some- 

thing. 
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'What happens to middle age people? In general, they want to go off 

and do management. Engineers want to retire from engineering. I think 

maybe our society has forced us into doing that and engineers ought to 

fight it. It's 0. K, to be a manager; we're depending on it. But we 

should, I think, never become managers because we want to retire and get 

an easy job. There is no easy job. YOU ought to fight it and always 

take the hard jobs. Always work hard at it and when you become 40 or 50 

you'll be in demand. During the last recession, about four years ago, 

a lot of people in Massachusetts who were 45 and 50 were looking for 

jobs. They thought they couldn't find work because they were that old. 

I interviewed a number of them and consistently they said that they used 

to be engineers, they used to be draftsmen, or they tied to be machinists. 

Rut they got promoted into some administrative work, got very well paid 

and now they couldn't get a job. The secret of it, I think, is always 

t)e something. Don't be a nothing. Ee in demand. The interesting thing 

is that our society wants us to be promoted into a do nothing administra- 

tive job. De someone who's been something for 45 years. 

The easiest case I think is of a draftsman and machinist who got a 

job at 20. At 65 he had 45 years of experience. No matter what he did 

we wouldn't let hiI? out if he came here looking for a job. Can you 

imagine a machinist with 45 years of experience? We wouldn't let him go. 

1:ut if someone would say, "At 35 I was such a good machinist they pushed 

me into the office..." This hit me Wrd, because I had a friend quite a 

bit older than I was. He was an excellent machinist. I believe a pretty 

s!iilled one. General Electric promoted him into an office job, They had 

:L cutback and at 55 they had to let him go. They retired him early, 

::e!lc:L-ous Ly , they did everything a company could do. He died within a 

yenl". ITc didn't have a job. He should never have left being a machinist 

i)ecalJse going to a job with nothing to it was really too dangerous. It 

wasn't satisfying. We've got to do the hard jobs. I know most of you 
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are young; we're all young. Work for the day when you are 45, 55, and 

65 so that you’ll be in demand. You know that we worry about old people. 

All society doesn't love old people. They are selfish; they are con- 

trary; they don't love anybody; they can't get along with anybody; they 

do everything for themselves; they don't save a penny. When they get 

to ?E 65 no one can stand them because they are so irritable. And then 

we say isn't it a terrible thing,- society doesn't take care of them. 

I think we'd better work on our personalitites so that our kids and 

people will want us when we are 65 and 70. I go canoeing with someone 

who this year is 67 or 68. We started about 12 years ago.....we were 

s:ittSn~ Jjy t-lie fire, and the suJ)Ject c:~;:re up on how old he was. I said, 
llf- r- . !s I If I knew ;' ou were that old I woulcln't have taken you:" Well at 

(::I. 1.1’ ‘iT - Jlir; s ha rc , I!~'11 carry a canoe or a pack. This year we went down 

the Et. ,To!;n River. I-t was around Tabor Day and it was cold, There was 

one q:lartcr inch of frost on our paddles in the morning. He didn't 

co12pln j-11 at 911 ~ It didn't dawn on me until that night that he had put 

0:i t,,r.o pail-s of woolen socks before he got into his down sleeping bag. 

i '1.1 ./ _. " !~e did11 't cwr\pl:Lin. Ik's good con~p:llI~'. He works at being young. 

If >‘Ol.i lO0k xrour:~: ~ Wllo ivOnId you like to be like when you get to be 

i\i, : !I" I:(?',' yoc'll '* Ii rnc! people who hnve jolJs which challenge intellectually! 

' \ . t T,rlliC:i: tiiC;J f?il Or rSuCCeC?ti. Thej- are texchers, preachers, professors 

01 ;?conle whit !G.Ye to ;‘rodu~e every clay. L ;Yc ought to learn to be GOOD. 
Q 
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Welcome to Gale's Corner - I don't know if we're here to 

learn something or just appreciate all that Gale has done this last 

year but in either case it's educational and worthwhile. 

I'm afraid of a few things. In their need to tell you 

everything, I'm afraid they have put it all down neatly in one or 

two little booklets. Show great respect for them. I don't want, 

at the Annual Meeting, to face financial analysts who know more 

about what's in those books than I do and try to explain them, 

and I don't want Data General to know exactly what we're doing. 

Sometimes we don't fully appreciate the importance of keeping your 

mouth shut because any one thing doesn't look all that significant. 

But all together, they really are.important. So show great respect 

for the books. As a matter of fact, any time we, as a company, 

are so open and do this sort of thing, we invest heavily in com- 

municating. Don't communicate with your neighbors though. There 

is just too much information about what we do that goes outside. 

Lorrin asked me to come tonight and make the introductions, 

and I for this last summer have been worried about engineering, 

so I said, "sure, I'll come. I won't talk about LSI, but I'll tell 

you what I worry about in engineering" and what could he do but 

let me. Then in a note he sent to me he said, "Don't say anything 

about LSI, we'll cover that." But there are some advantages 

about being first, so I'll cover that as my first subject. De- 

pending upon what's bothering me, I'll bring up different issues, 

and just to make sure we cover everything I've asked the OLD that's 

here - Gordon, Dick, Bob, Henry - to come up after I'm finished, 

to sit here and to each make some comments. They can argue with 
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what I've said, bring up things I've forgotten, bring up their 

own ideas, and then after that, we'll open up for a free-for-all 

discussion. 

My point tonight is that everythinp is a r B, 

and we ought to consider everything as compromising. Engineers 

should, of all people, be best at compromising because engineering 

really is compromising. You can't make a bridge, or an airplane, 

or a computer that's absolutely safe for every alternative. It 

would take forever, cost an infinite amount of money, and there 

wouldn't be any weight left for the cars on the bridge or you 

couldn't get off the ground in the airplane--and we always have 

schedules. The whole art of engineering is compromise. However, 

engineers of all people have their worst time making compromises, 

so I want to just go through a list of all the things we have to 

compromise in, and just in identifying them, I think may help us 

to face the issue. There is no safety. We're professionals--we 

can't get away with saying, "I will go all the way one way and 

be safe." There is no safety. We have to go find the best compro- 

mise, and then live with the criticisms afterwards. We just learn 

from our mistakes and do better. That's what we're paid for in that 

profession we chose. 

The first area of compromise is in new technology - for 
- 

example LSI. The only time in our history we say this, it's not 

completely true. The only time we claim that we've ever been 

ahead technologically, is the day we opened our doors, and ever 

since then we have been behind. And there are a number of reasons for 
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it. When we started, we had a handful of technology. After that 

we had to live with our previous product, live with our customers, 

and our customers dictated what they wanted. They didn't care 

about new technology. They wanted the products to continue and 

they had problems to solve, and that is what they were interested 

in. In general, they didn't care about technology. The compro- 

mise comes because in the long run they do use the technology that 

gives the best product, the best solution to answers, lowest price, 

and the best reliability. We always have to face that. 

I was rather disturbed with a few of our people--they aren't 

here tonight. Lorrin asked me how many people I recognized, and 

I said "a good number". Somebody else said, "a small number of them." 

Lorrin said, "I recognize everybody." I said, "That's because he 

only picked the people he recognized." The thing that bothered 

me with these people was they said the problem with LSI is that's 

the company policy now, and it is going to take us longer, cost a 

fortune, and the product may not be viable afterward because it's 

so late. But we got to LSI because that's the party line now. We 

got here so far because we weren't stupid like that. Let's not 

start now. We're investing heavily in it, we've encouraged it, 

we encourage a meeting like this, but we don't LSI anything for 

it's own sake. 

Ten years ago, maybe it was 3, maybe it was 13; the 

world was promising great things in LSI, or at first, integrated 

circuits at that time. The Profs. at MIT were promising what we 

can just do today, and the world hated us because we said it's not 

ready yet. We were the last ones to use integrated circuits, and 

then we were 6 months too early. The argument that showed we 

were right said that we paid 60 cents per unit while Computer Control 
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in Framinghaa paid $4.00 per unit because they started a year 

earlier than we did, and their product was therefore that much 

more expensive. The reason we were 6 months too late was that we 

didn't learn how to make them until six months after we started. 

The old 8L had just one integrated circuit that was in trouble. 

BOY, that sure was a chore! But before that, when we were saying 

it's not ready yet, and all reasoning said it wasn't, it was to some 

people an emotional-- a religious issue almost. Financial Analysts 

would get hold of us and find out we weren't using integrated 

circuits. They would write thk worst reports on us. There was no 

hope for the company. We were doing no solid state in-house. 

The company was dead. One person called me up and said, "Are you 

using positive logic?", and I said, "Negative." It took great courage 

to go to annual meetings and talk to analysts and say, "Not yet," 

but we were right. I go through a whole history of things in 

which we often looked late. 

Oh, five years ago now or so, Grant Saviers was all hot 

on bubbles. You couldn't loose. (It's not a girl. I have to explain 

this to some of these people-- some of the executives.) You know 

all the press, they were there around the corner. You had to get 

on the bandwagon; you had to be a leader or you'd loose out, and 

even Bell, when they wanted to sell his patents on this said it 

was just coming, and we were so reluctant to offend Grant because 

he was so enthusiastic, but we said no. Well, 5 years later it 

doesn't look like we lost all that much. Waiting until we're sure 

has been a good answer. On the other hand, you can't survive say- 

ing no to all technology. This late at night I loose the train 

of thought periodically, but you're probably tired also. I still 



loose my voice once in awhile. This summer I lost it altogether, 

and at that time I sounded like the Cookie Monster or Mayor Daley 

in Chicago. 

The second area of compromise is merely a red tape which --- -------. - 
includes scheduling and budgeting. The Engineering departments 

terrify me because I think we're training hundreds of people to 

be budgeters and schedulers and after awhile they all forget how 

to be engineers. Budgets and schedules are tools; they are not 

used instead of engineerng. I talked to one fellow who I said 

what is going on in this technology which he has become the expert 

in? He said, "Oh, this last year I have just been making up budgets; 

they've all been turned down. I haven't bothered at all." 

Then we wonder why people, when they get to be 40, can't get jobs. 

You know, it terrifies me. Now, engineers have a problem. They 

fall into red tape; it's like the Senate doing tax reform. I used 

to chair the Engineering Committee, Something would come up, and we 

just had so much red tape we had to simplify it, so the Engineering 

Committee took over. You know, they had tax reform--the Senate 

Congress just passed-- they had 40,000 pages of this thing filled 

with things. When the Senate does it, it's called incentives. After 

it's done and they go ranting and raving on TV, they call it loopholes, 

and they're going to cut them all out. They added 15,000 pages of 

new loopholes and complications. Engineers are like that when 

it comes to applying red tape. They say letting the Senate do tax 

reform is like leaving an unguarded beer truck in a high school. 

Asking engineers to simplify red tape, I think, is the same thing. 

Everything has to be filled with red tape. We're engineers; we're 

only useful as long as we're doing engineering. Red tape, scheduling, 
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budgets, are tools. We got to use them but that's all they are, 

and we got to make sure we're doing engineering. 

The other compromise is in the area of safety. There are 

many things that fail for which there is no excuse. 

We just really work to cover all the alternatives, pro- 

jects shouldn't fail. When they were getting ready for the great 

debate last week, I was watching them, and I just was suspicious. 

I thought those young technicians only work with transistors and 

don't know about the unreliability of electronics. I just watched 

them and thought they only had one system. There is so much invested 

in this thing-- 100 million people are going to listen to it. I 

bet they've never run into enough trouble in their young lives to 

have back-up systems. Now I was just guessing that and talking to 

myself. I don't know what failed, but I suspect they just had 

one microphone, one channel, one wire out--whoops--and one glass 

of water. They should have had four glasses of water. I better 

drink the rest of it; I might loose it. You see, they should have 

had four independent systems so that nothing went wrong. In the 

company picnic a week ago, you have 10, 30, 40,000 people, or 

whatever it is. You just shouldn't take..the word of some clerk 

down there that says the roads can take it. Some areas there is 

no excuse for failure. The compromise comes in because you can't 

make everything absolutely safe. It would take forever. If we 

made the premise absolutely safe, you could never have it. 

In engineering there are no excuses. It has to work. 

I sat at IBM for a year, which was the worst year of my life. I 

learned a lot there, but I didn't have much to do. That's why it 

was the worst year of my life. I was representing MIT and the 

Air Force. Sitting there at IBM, I had to make sure the products 



were done right. I could nail,them because they didn’t have technical analyses 

on the steel racks, but I couldn’t tell them to start in the joints because 

that wasn’t in the reqs. But while I was sitting there being critical, I 

decided all those people there were really making a list of reasons to show 

that any failures weren’t their fault if it ever failed. We can’t do that. We 

have to get the job done, make sure it succeeds, and realize there is always 

some chance, and not make the list of reasons to show that it was the clerk 

down at the picnic place that said something, and they were wrong, and it wasn’t 

our fault. When we run into trouble, learn from it. We should also make 

all our mistakes easy ones. Make mistakes early. When we schedule projects, 

you know, the normal tendency of an engineer is to schedule the test point 

two years away. I have oftenthought I wouldn’t hire my son for Digital, but I 

often wonder if I would hire him here. I think if I did, I would have him go 

into Special Systems because they succeed or fail every month, and they learn. 

Engineering always has a tendency to postpone the day of failure for two years 

and that’s just not healthy. We should make all our failures small and have 

them come soon, so we can learn. 

Another area of compromise that I worry about in our modern engineer- 

ing is the time that people aren’t spending on budgeting, scheduling and 

other red tape, they spend preparing presentations for marketeers. Now this 

one I can’t explain at all. I can’t figure it out, but I’ll tell you how it 

looks to an outsider. A group of engineers study something, they think about 

it for months, and they look at it from every angle. They know as much as 

can be known. They how exactly which way they should go. But, either because 

they are cowardly and want to have someone else to take the responsibility for 

their decision, or for some mysterious reason I can’t explain, they make 

massive presentations to a big marketing group. They get a group like this 

and lay the question before them. Now the marketeers that come in have never 
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thought about the subject before, they don't even how what the initials mean. 

When engineers ask them for a point of view they get back from 100 people 100 

points of view. The engineers think that if they keep talking, a consensus 

will come out. Of course, that 100 becomes 1,000 points of view before the 

meeting is over. They come back next week, the marketeers have even changed 

again. How can we make decisions in this outfit ? Well, they already know what 

is right. They are asking people who never thought of the subject, and it 

seems to me there is a compromise here unless there is something I missed 

completely. Now there is a word that's magic here called "buy-in." Heaven 

only knows what that means. Because engineers have a project they don't want 

to do the engineering on, they'll work two years budgeting, and scheduling. 

They won't do any work, won't read a magazine, won't look at a book, won't 

look at a catalogue, and won't draw up our diagrams because they don't do any 

real work until they have this buy-in from marketeers. The logic behind this 

I can't explain either because by the time the project is done those marketeers 

have gone somewhere else. Even if the same marketeers who were brought in are 

there when the project comes out, they've forgotten what they said. There 

is no such thing as "buy-in." But I can't explain all that has come out of 

this modern engineering. I think about it carefully, and see if there isn't 

some compromise, because to an outsider, it seems just a bad waste of time. 

You can't accomplish what you want if you want them to buy-in. If you want 

their point of view, layout what you want--what you know is right. Say this 

j.s what we are going to do--speak up! If they have any thoughts on the 

matter whatsoever they'll speak up. If they don't, they haven't thought 

about it anyway. So there is no point in getting together in a big room. 
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The other area comes in discipline. We follow sort of the New England 

tradition of revolutionary soldiers. Rebelers is often what we look like and 

behave like. You see we have read only certain of the stories about the revolu- 

tion. We didn't read them all. We think we won the revolution because those 

crazy British soldiers marched in straight rows, wearing red uniforms, and 

when they finally got around to shooting the guns, they shot them together and 

never aimed. The smart Americans, who stayed behind the trees and the stone 

walls, did shoot it out. The real story is that whenever the British started 

shooting back, the Americans just ran. They weren't organized or disciplined 

at all. That whole fight that we're all so proud about here in Concord was 

one big mistake. The Americans were so undisciplined and unorganized they just 

got the whole thing started by mistake. They really didn't win until they 

hired some European officers who taught the Americans to march in straight 

rows, shoot on command, and not run when the other side shot back. When 

they finally got discipline, they won the war. 

In all these great stories on discipline, you can take them with 

a grain of salt. It would be too much, of course. It's a compromise. You 

have to watch out for Gordon Bell. Here's Gordon's problem in this area. 

Gordon is very well organized and very disciplined. He works too hard. 

Periodically, I get together with his wife and make sure he goes on vacation, 

but not very successfully either. He comes back with a program. He says, 

"Ken, I relaxed. Look at the program I wrote." He's organized and disciplined. 

Every once in awhile, he has a flirting experience with freedom. His secretary 

has him scheduled. He's away somewhere where he can truly be creative without 

any of the burden of schedule. It is so great, to be so productive. He 

thinks the secret of productivity.is no discipline and freedom. You have to 

remember he is doing it from the time of great discipline, and that's when 

it's productive. No discipline whatsoever, and there's never production at all. 



-lO- 

We, as a society, went through a time when we thought discipline was bad and 

limited creativity. Now, the last thing you can sell is one of these SchOOlS 

where we encourage creativity with no discipline. We have to have discipline. 

In our organization, our lives, our way of doing it, the compromise comes in 

because too much obviously is by definition too much. 

The other area of compromise is in management. About one-half of 

you are managers. Managers always have a compromise. They can go to extremes. 

One extreme is to do it all themselves, and we have a few like that. We 

can’t get them to do anything right, because the projects always have to stay 

small so they can do everything themselves. It frustrates the men working for 

them. It frustrates the boss. Nothing happens until he gets around to it. 

He’s not a manager at all. The other kind of manager who maybe is even worse, 

because you have no handle on it, abandons everything. He heard about these . 

terrible people who can’t let go, so they let go of everything. In between 

there is a compromise. Being a manager is always playing that compromise. 

He has to realize it and always face it. There are all kinds of tricks you 

can use to help. One way is to have everything scheduled and have reports 

made. Reports can be tedious. Reports only should be what people need in order 

to do their job. Just writing reports does wonders for keeping everybody 

going. When something falls apart, you know it, and then you can visit the 

people who are in trouble. It’s just a good way of managing. It turns out 

that most of the company we have reporting. Scheduling whatever they’re doing 

and reporting. Two areas we keep getting into trouble. This didn’t dawn on 

me until last week. We don’t get reports from them. One is the administrative 

area, the finance administrative area, except for payroll. You bow that every 

Thursday they make that payroll. That’s because they get a report. It’s 

in effect a report. They get slaughtered if they didn’t make it. So they 
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haven't missed it yet, I don't think. And personnel--they have SO many projects. 

But one week is the same as any other week, and no reports. Engineering sometimes - 

takes forever. ah, I get frustrated. But it always comes out. Somebody said 

about engineering, "You know these reports and these schedule reviews we 

have, they are such a waste. They just snow us. They just don't seem worth- 

while." You know those things we watch come out, and those things we don't 

watch, never come out. It's one of the tricks. 

The other trick is to, when you're a manager, threaten the people 

that you may do better than they do. I had lunch with the editor of one of 

the big papers in Boston, and had been so critical of him. As we were walking 

out, the editor said, "DO you ever have trouble motivating these 30-35 year 

old people?" I said, "Our trouble is we can't get them to go home." I 

figured out what he should do. I think it's a technique in management which 

we use at times, and we ought to use more. My frustration with that news- 

paper is that the reporters don't know what they are doing. They report 

freely and they don't know what they are talking about. But if the editor said, 

"Let it be known every month I am going to become expert on a new subject. 

Might be schools in Boston, or the state finances, or welfare, or busing in 

Boston." But not tell anybody what those things were, it would change all 

those reporters attitudes, because right now they know nothing. But nobody 

lcnows any more. The prospect that may be the editor bows more than they 

do would just change that whole organization. I got mad at somebody this 

year. Don't laugh! I'm thinking of only one case. He wanted to make something. 

I said, "Okay, if that's the way you want to do it. Remember I'm going to go 

in and do it over afterwards." As I left the meeting he came chasing after 

me. He said, "I catch on. But you were right! You were right!" It's good 

for the boss. 
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We used to work for J. Forrester and being young kids, at the time, 

he did tremendous kinds of things with computers. At the time, looking at 

his pictures on our walls now, he was so young. We would never get any re- 

sponsibility with that young look at that age. But we accused him of pulse 

management. At that time radar was still kind of fascinating; The idea of 

getting a megawatt out of a 10 watt tube was just so fascinating. We called 

his style pulse management. He would come in with one pulse. He would come 

in on a Saturday, concentrate on the stock room. But he really knew it. He 

layed out the whole thing. Pulse management is not a bad way. It sure can 

keep people on their toes because they can’t ever tell when you’re going to 

come down and pulse them and know more than they do. They better be awake. 

Keeps a whole outfit sharp! 

The other area in working out this compromise, the reason you have 

to delegate is, of course, you can’t do it all yourself. But you can’t 

abandon it or nothing happens. One technique is to read a little bit about 

warfare. Sometimes you can even get it from television. Someone is defending 

a position. If you’re an officer defending a position, and you have ten 

foxholes or ten machine guns out there, your defending it, and every hour 

you go by, you check every single machine gun, every single mortor, every single 

position. You make sure they’re not dead, they’re not sleeping, and they’re 

not sick, and they didn’t run away. Every position you check, every hour, and 

make sure they are ready. There is no such thing as loosing the position and 

saying, ‘Well, I sent them out there; I checked yesterday.” Every position, 

every hour. When WW II started, the French had a command post set up so they 

could fight WW II. They had a castle, and all the communications into that 

castle where the command was were by horse. The messenger would carry in all 

the messages from the front by horse once a day. In a matter of 2 or 3 days, 
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the Germans were all around them. The Germans didn’t run their army that way. 

They had everything in control, knew everything that was going on, and they 

organized in a way so they knew everything that was going on. When you are 

a manager, you have to manage so that you how everything that is going on. 

There is no such thing as, “I trusted so and so, and he let me down.” You 

know what’s going on. Rommel was one of the best generals of the war, maybe 

even before he was a general. He was right there with his troops. He probably 

didn’t shoot a gun. He didn’t take part in anything, but he really knew 

what was going. on. He hew every single part of his army, and he thought 

about it all the time. He was in command. He ran that and everybody else ran 

in front of him because he really had command. There’s another part of that 

story of Rommel, which, a few of you should think about also. He worked so 

hard at it, he got sick. While he was in Germany recovering, that’s when they 

lost the war in North Africa. So you can’t do so much of it you get sick. 

But managing is something you manage. While you’re managing there is no time 

to get up on technology. Because in managing, you ,can’ t really keep up on 

everything. Not all the time. One thing at a time, fifty-two weeks of 

the year, each week, you can pick up on something. 

The last area I want to make some comments on is our personal goals 

as engineers. Ed Shine is our consultant from MIT. He’s an industrial psycho- 

logist, before they got these high-faluten names. But Ed’s good! We’ve hired 

him to interview much of ourengineeringdepartment just to get a feeling of 

what’s going on and see what direction we ought to go in. So he talks to you. 

Two things tell him something because he’s learning from us. He’s probably 

going to write a book about it too, anyway. But he won’t use your name. While 

he’s there you know you get some help from him. It’s free. I don’t know what 

Ed does, but everything works out well after he’s around. You see,we are 

superstitious. When things work, there is no point in fooling around with it. 
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We like lucky people. For some engineers, everything works out well, and it’s 

important to identify that even if they don’t look right ; they didn’t go 

to the right school, they don’t do it right, but they are’ always lucky. Other 

people talk right, talk so well, go to the right school, but nothing works out. 

We want to identify the lucky people . In Ed Shine’s area, we like him be-& 

cause everything works out well after Ed’s been around, which isn’t strictly 

superstition, but it can’t always be true. Ed’s worry perhaps, as he gets 

toward middle age, is middle age people and what happens to them. He’s written 

some papers on it. In general, people want to go off and do management. 

They want to retire from engineering. Ed, being a soft scientist, I think, 

concludes that that’s the way engineers have to be. I think maybe our 

society has forced people into doing that, and engineers ought to fight it. 

It’s okay to be a manager. We’re depending on it. But we should, I think, 

never become managers because we want to retire and get an easy job. Because 

there’s no easy jobs. You ought to fight it and always take the hard jobs. 

Always work hard at it and-come 40 or 50 ‘we’ll be in demand. During the last 

recession, about four years ago, a lot of people in Mass. were looking for jobs 

who were 45 and 50. They thought it was because they were that old. I 

interviewed a ntier of them and consistently they said they used 

to be engineers, they used to be a draftsman, or they used to be a machinist; 

but they got promoted into some administrative/thing, got very well paid, and 

now they couldn’t say what they were. But they knew they were very well paid, 

and they couldn’t get a job. The secret of it, I think, is always be something. 

Don’t be a nothing. Be in demand. The interesting thing is that our society 

wants us to be promoted into a do nothing administrative job. Be someone who’s 

been something for 45 years. 
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The easiest case, I think, is of a draftsman and machinist who got 

a job at 20. At 65 he has 45 years of experience. No matter what he did, we 

wouldn't let him out the door if he came looking for a job. Can you imagine 

a machinist with 45 years of experience? We wouldn't let him go. But, if someone 

would say, "At 35 I was such a good machinist they pushed me into the office..." 

This hit me hard, because I had a friend, quite a bit older than I was. He 

was an excellent machinist. I believe a pretty skilled one. General Electric 

promoted him into an office job. They had a cutback and at 55 they had to 

let him go. They retired him early, generously, everything a company could 

do. He died within a year. He didn't have a job. He should have never left 

being a machinist because going to a job with nothing to it was really too 

dangerous. It wasn't satisfying. We got to do the hard jobs. I know most of 

you are young; we're all young. Most of you are very young. Work for the . 

day when you are 45, 55 and 65 so that you111 be in demand. You know that we 

worry about old people. All society doesn't love old people. They are selfish; 

they are contrary; they don't love anybody; they can't get along with anybody; 

they do everything for themselves; they don't save a penny. When they get to be 

65 no one can stand them because they are so irritable, and then we say 

isn't it a terrible thing society doesn't take careof them.1 think we'd 

better work on our personalities so that our kids and people will want us 

around when we're 65 and 70. I go canoeing with someone who this year was 67 

or 68. We started about 12 years ago, I think--he was 55. We were sitting 

there by a fire, and it came up how old he was. I said, "55! If I knew you 

were that old I wouldn't have taken you!" Well, at 67 he just won't admit 

to any wealoress. He is such good company. He'll carry his share. He'll carry 

a canoe or a pack. This year we went down the St. John River. It was Labor 

Day approximately, and it was cold. There was l/4" of frost on our paddles 

in the morning. He didn't complain at all. It didn't dawn on me until that 
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night that he put on two pair of wool socks before he got into his down 

sleeping bag. But he didn’t complain, He’s good company. He works at 

being young. If you look around, who would you like to be like when you get 

. to be 55 or 60? You’ll find people who have jobs which challenged; at which 

they failed or succeed. Where they are challenged intellectually . They 

are teachers, preachers, professors, or people who have to produce every day. 

We ought to do that. We ought to learn to be good. Maybe I ought to stop 

there. Henry looks like he has something to say; so rather than continue on, 

I’ll invite the fellows up. They each can say something for one-half hour or 

one-half minute, and then we’ll open up a free-for-all. 
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Mr. Gordon Bell 
Mr. Dick Clayton 
Page Farm Rd. 
IJincolz, ??I 01773 

Dear Gordon and Dick, 

I don't really have anything profound to say in this memo but some things 
became very clear to me about Ken's management style and they may be helpful to 
put down in an explicit way. . 

KenFs principles of management are; 

1) 

2) 

3) 

4) 
5) 

62 

7) 

Stay involved with your project (or your immediate subordinates) at 
all times; meet with them regularly, keep control by knowing 
what is going on, stay on top of that for which you are accountable. 
But above all else, stay involved enough to really know what is going 
on. Ignorance or neglect is sin , punishable by excommunication. 

Always retain and maintain the initiative; keep going forward doing 
what you think is right until someone stops you or tells you that what 
you are doing is stupid or harmful. Under no circumstances become pas- 
sive or ask others what you should be doiag, especially if the others 
are not as likely to know as you. 

Be open and above board at all times so thst if you are doing some- 
thing dumb or harmful, others can spot it and tell you about it. Under 
no circumstances build a wall around yourself because then you become 
isolated and run the risk of doing something dumb. Once people 
tell you things, listen to them. 

A product without a market is better than ;P market without a product! 

Plan ahead and sell your plan through a bu.jget. Once the budget is 
approved live within it. If you cannot live within it, propose a 
change in the budget. If things go wrong or are not anticipated, 
decide what you need and go to the "boss" and ask for it. Don't hide 
problems, don't play political games, don't get scared of unanticipated 
events, Figure out what is needed to coqensate for them and go sell 
the new plan. 

Don't lose touch with the people below you in the organization. Open up 
channels of communication downward and up"Jard, and listen. 

Don't propose a new solution (new product line, new projects, new group, 
etc.) until you figure out what went wrens with the old one. 

. 
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The implication of all this for OOD is fairly clear. Keep the initiative, don't 
let marketing (whatever is marketing) become an inhibiting force; you be the inte- 
grators if there is conflict, but let everyone know what you are doing so that you 
can get feedback; don't ask questions about things that they don't know any more about 
than you, and maybe don't ask questions period. Make your own decisions, be open 
about them, and get feedback. 

This does not solve the marketing/sales problems, but that is not your problem. 
Others will have to worry about how to market and sell the low end products, if 
I hear Ken right. But the fact that there is a problem there is no excuse to slow 
up on good product development, and no excuse for undermanaging engineering projects 
(in terms of the above "principles.") 

Sincerely, 

P.S. Do you have any objections to sharing this memo with Ken? I would like to show 
it to him to check out how accurately I am hearing him. 

EHS:MSK 

I 



Alfred P. Sloan School oi Management 
50 I\ernori.31 Drive 

I don't really have anythyng profound to say in this memo but some things 
ry clear to-me about Ken's management style and they may be helpfu&;to 

ad explicit way, . .,' 
/* 

Ken's pwiples of management are; .IJ 
,/" 

1) 

2) 

~~~&&~~~“.,.&~./. ...I “- vn'ect (or y&r imqz&+&!"e<Subordinates) at 
e ; f..--- .,(-- I 3. , Ktep ciir,ircl by L-L,rr;>r*irg 

what is going on, stay on top of that for which you are accountable. 
But above all else, stay involved enough to really know what is going 
On. Ignorance or neglect is sin, punishable by excommunication. 

Always retain and maintain the initiative; keep going forward doing 
what you think is right until someone stops you.or tells jrou that what 
you are doing is stupid or harmful. Under no circumstances become pas- 
sive or ask others what you should be doing, es-pecially if the others 
are not as likely to know as you. 

3) 

4) 

5) 

6) 

7) 

Be open and above board at all times so that if you are doing some- 
thing dumb or harmful, others can spot it and tell you about it. Under 
no circumstances build a wall around yourself because then you become 
isolated and run the risk of doing something dumb. Once people 
tell you things, listen to them. 

A product without a mark&t is better than a market without a product! 

Plan ahead and sell your plan through a budget. Once the budget is 
approved live within it. If you cannot' live within it, propose a 
change in the budget. If things go wrong or are not anticipated, 
decide what you need and go to the "boss" and ask for it. Don't hide 
problems, don't play political games, don't get scared of unanticipated 
events, Figure out what is needed to compensate for them and go sell 
the new plan, 

Don't lose touch with the people below you in the organization. Open up 
channels of communication downward and upward, and listen. -- 

Don't propose a new solution (new product line, new projects, new group, 
etc.) until you figcre out what went wrong with the old one. 
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1 
; r G d L! c t > w e a n n o u n c e d khef;~ b~fclre they weye done, we took ordP.rS 
before the products were completed, and we spent more money on 
advertislnq than we did on servicing the customer. 

These problems are survivable and we have already proved this. 
We have a good product and the customers love them, but we arc 
missing two things that we set about to do as initial goals and 
the stated gaals all along the program. Management feels its Job 
is budgets and finance, and that, miraculously, technical goals 
should be taken care of by someone else and management will not 
take part in these goals. 

Corporabe management spends a lot of time squeezing .budgets so 
that on paper we make a profi.t, and Engineering management spends 
a lot of time oqueez ing budgets so that they can get all the 
pTOJft’Ct5 they initiated done, even though none of: those p’rr>.lectE 
solve the basic Crxporate needs. 

We are missing tuo basic things that we have said many times in 
the several years we are going ,to accomplish. 

Me still have no plan! r: o t e c h n i q u e s I and no ambition to be able 
i; 0 t e 1 1. a small customer how he can ir:tegrate his smali computers 
into a system for runni.ng a business, hjs agency, his b,rOkeraqe 
c o m p a n y , h i s small hospital, or his s,tore. 

We still have no plan to make a system which is so simple that 
anyone can understand it, anljone can sell it, anyone can install 
i t LJe do not need another wheel-around computer that has more 
options, more freedom, more complexity than we have ever had 
:, 22 f q T- E’ in any of the computers we have ever built. 

Utrr plans are sti i 1 to insist that the customer figure ov’t iF he 
wants to have serial or parallel communjcations, sL!nchronous or 
asynchrc-#nous 1 ines, buffered or unbuffered lines, R5232, RS423, 
F?zi+22, fZSq.f&T, qy 20 ma. loops. Then> to ,top it aff! the custome.r 
h $ 5 te dnc.ide which combination of tI\e above IIF; wants in funny 
s<Iur\di;;<! modules. 



J am about ready to contract outside, a small business plan thak 

would have naive, simple minded, limited set of computers and 
hardware that would allow a small number of configurations that 
anyone could understand, and software which is naive and 
efficient, but readily understood by everybody and that are 
hooked together with our new RS423 serial lines, that are so easy 
to use anyone can do it, but then not allow in this system, 
people to use any other system for interconnect. If people want 
a special system, they can go somewhere else or bt~y it through an 
OEM, or through special (;ystems. 

I want to be able to say that with our system we can inkeg'rate 

anybody’s PC, but only in a very simple minded way. 

Gordo~Ansisted on dropping the Q-BUS for small computers, 
because installation was so expensive as compared to a personal 
ComplJter. Part of this was illusion, because our marketers then 
offer’ed all the software that was standard within the industry 
and never got around tcJ integrating into a sys,tem necessary to 
rVn a business I thought it was clear fog* years that we made i3 

mist.ake, and that we should have, and that we should solve the 
off ice, the business, the organizational problem, but do it width 

a traditional computer system, but limit them severely, but not 
as much as we have when we limit ourselves to off:-the--shelf’, 
bubble- pack sof Lware. However, we are in worse shape todaiy than 
when we started, because we have learned a lot more complexity in 
our Q--CCJS math ines. We have made it more complicated for people 
t o 1-1 5 e t h e m , and we made the machines even more expensive than 
they used to be because we know more options and Freedoms to 
build into them. In the personal computer area, we are still 

trying harder and harder to get more r;tandard software 
oFf--the-shelf, but still not trying to accomplish what the 
customer wants, and not fully realizing what we are missing. 
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To: Sam Fuller 

Interoffice 
Memorandum 

Date: 2-July-1984 
From: Hank Levy 
Dept: Corporate Research 
Phone: 206-543-9204 

Subj: The REAL emergency at Digital 

Ken Olsen's recent memo on the "emergency" at DEC has spawned a 
lot of discussion. Although the memo cites real problems, I feel 
that it misses the global issues. We don't have an emergency but 
a disaster; the plane went down a long time ago. The disaster 
is corporate-wide and runs from top to bottom. Unfortunately, 
DEC management is still looking for the plane while our customers 
have already booked on a competitor's flight! 

I have been at DEC now for 10 years this month, and have 
seen the company transformed in many ways. Despite what we tell 
ourselves or read in the trade press, we have gone from a small 
friendly company to a large unfriendly one. The company is not 
responsive to its employees or its customers. I sense a 
tremendous frustration from our engineers. Many excellent people 
have already left -- many are just waiting for the right 
opportunity. I can't hope to define all of the company's 
problems, nor can I suggest remedies. However, it is crucial 
that we be honest about our problems and the weaknesses that we 
have. Following are, from my biased engineer's point of view, 
some of the major problems. 

1. The company suffers from a lack of leadership. Digital 
needs a leader to establish our corporate goals and determine our 
strategies. For the last several years, it's been unclear what 
business we are in, who we're competing with, and what our model 
of the future is. People in the company have lost confidence in 
upper management. Digital was formed by people who had a vision 
of the future. Now we see managers with only a vision of the 
past. 

2. We have an incredible ignorance about our own business 
and marketplace. The computer industry has been revolutionized 
over the past 5 years. I'm constantly amazed at the number of 
managers and engineers alike who have no idea what is CURRENTLY 
available from our competitors. We're still designing products 
for the 70s while everyone else is well into the 80s. If you 
haven't taken a good look outside of Digital for even 2 or 3 
years, then you don't know what's going on. 

3. We have a protectionist attitude towards our products. 
We're so afraid that someone else will make money on our 
computers; we would rather turn down a million dollars than let 
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someone else make a nickel. We didn't allow people to easily add 
hardware and software to our PCS, so they have difficulty 
competing. We didn't allow another company to build a PDP-11 
microprocessor (or VAX for that matter) early in the game, so now 
the Motorola 68000 and Intel 8086 are the industry standard 
16-bit machines. 

4. We have a misplaced sense of our position in the 
computer industry. People think that we have some super power: 
that if we decide not to make a product, nobody else will. Ken 
argued that mangers don't want computers on their desk -- now an 
IBM desktop computer is a status symbol. Recently, those who 
prefer VMS to Unix argued that we shouldn't support Unix because 
it would legitimize the "little guys". Now IBM is aggressively 
attacking our university market with Unix on 43OOs, AT&T is 
supporting Unix as the basis of its new market thrust, and we're 
the little guys running to catch up. The point is, nobody cares 
whether we like personal computers, Unix, mice, or 
high-resolution displays; these things are requirements for 
competing in today's marketplace. 

5. We're afraid to change with the times. Our failure to 
build a workstation is a NATIONAL EMBARRASSMENT. Our lack of a 
product in this space is no less a threat to DEC than our lack of 
a 32-bit computer was in 1975, but nobody seems to care. We have 
lost the confidence of much of our high technology customer base, 
including universities. The success of the VAX-11/780 has 
crippled us into thinking that all computers must look like a 
780. We could have made hundreds of millions selling systems 
based on the Motorola 68000, but we couldn't see the writing on 
the wall because of our bias for the VAX and VMS. Note that 
IBM's failure to see a new market spawned a new industry -- 
minicomputers; our failure to see a new market has spawned the 
workstation industry. 

6. We have an organization whose goal seems to be 
prohibiting the marketing and manufacturing of new products. 
Everywhere you turn in Digital people are telling YOU why you 
can't manufacture in less than 2 years, why you can't go into new 
markets, and why what you're doing doesn't make sense. I had a 
product manager for workstations tell me over dinner that he 
didn't believe in local area networks or single-user computers. 
How could he possibly help us get into the workstation business? 

What do we do? First, recognize that the industry has 
changed. Digital no longer has a monopoly on the construction of 
computers. Any two guys in their basement can build a system as 
fast or faster than a VAX-11/750, and can get venture backing to 
market it. Therefore, Digital must compete as never before in 
quality, cost/performance, and time to market. Software has 
changed also, and along with it customer's expectations for 
software. We can't outproduce the myriads of software 
applications companies. Therefore, we must make it easy (and 
interesting) for them to produce software for our systems, 
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I think that we're in a vicious cycle: DEC is not making 
interesting products and so it is unable to hire top technical 
people: because we can't hire top technical people, we're unable 
to build interesting products. I think that DEC needs a major 
change in attitude. This change must be initiated from the top. 
There must be a commitment to COMPETE in the marketplace. We 
cannot sit on our VAXes and think that we'll be OK because we're 
DEC. Nobody is guaranteeing that DEC will survive without 
competitive products. 

I think that lots of DEC's engineers would love to hear Ken 
make a statement like: 

Digital has always been a leader ' the 
construction of computer systems for sophiiyicated 
technical users. We have made systems that were used 
and highly respected by those customers. During the 
last several years, our position in this marketplace 
has slipped. As of now, we are making a major 
commitment to renew our leadership in the technical 
computer industry. We will not be prejudiced by past 
successes or failures. We will once again be 
cost/performance leaders, and we will use whatever 
technologies we need to take us to the future. 

I 

The DEC I joined in 1974 was a highly-respected manufacturer 
of technical products. Our products were used for research in 
industry and universities. New ideas were tested on our 
equipment. People developed new systems, such as Unix and Tenex, 
on our equipment. An entire generation of engineers, scientists, 
and programmers was educated on our computers. Now those days 
are gone. The next generation is being educated on Suns, 
Apollos, and yes, IBMs. I think we need to return to our roots 
-- to making computers that technical people like to use. I 
think that I speak for many engineers when I say that I don't 
want to work for Burroughs, CDC, Honeywell, or NCR. Many of our 
people have left already. Is it too late to change? 



DIGITAL EQUIPMENT CORPORATION 

MAYNARD, MASSACHUSETTS 01754 

KENNETH H. OLSEN 
PRESlDENT 

6 March 1984 

Mr. C. Gordon Bell 
Chief Technical Clfficer 
Encore Computer Corporation 
15 Walnut Street 
Wellesley, Massachusetts 02181 

Dear Gordon: 

Sometime ago, you suggested that when the Museum went to 
Boston, we should start a small, not terribly aggressive 
or active, Museum to save and show things from Digital's 
history. 

I think I agree with you, and I am toying with the idea 
of hiring someone to identify all the parts that we 
should try to get hold of, and to figure out a program 
to perhaps show off groups of them in the lobbies of our 
facilities. 

If you have any suggestions about what equipment we 
should try to ge t hold of, please let me know. 

With best wishes. 

Sincerely yours, 

KHO/aj 



Mr, Kenneth Olsen, President 
Digita! Fqujpment Corporation 
1?,5 Main Street 
Maynard, Massachusetts 01754 

etter about estab!Sshing (a coJJection of LliritaJ's w 
Gwen and I have been 

concerned that no one at T\EC is, concerned about this role. Many - 
people who care a3nl~i iilL illd~~ s call 2nd she is tryin to ensure 
that the artifacts are saved somehow, but there needs to be a single 
focus. 

We’d like tc: suscrest a way to qet started: 
employee assigned tc the Museum. 

Geri Rociers is L'icrital's 
She was reluctant to move to Boston 

and ?,CIl Smart was reluctant not to have someone to really watch over 
I?iqitaJ's interests, Starting in April, Ceri will work in the Mill 
(Ron's area in Bldg. 101 two days a week and at the Museum three days. 
She wouJd be and excellent startins point for this. effort. Bec&tse n 0 
one was in this roJe, The Computer-Museum now holds both Diqital's and 
its own artifacts in the New Hampshire warehouse. Some of the 
machines that should be l2i~ital's for display include: a prototype 
desktop PDP-J, Fred Hertrick's cherrywood prototype of the RLO!., the 
100,OCOth LA-.36. the first computer (PDT?-4) used for module testins, _ 
which created the computer testin? industry including Cenrad, 
Teradyne, the LINC-FI, and ,a variety of consoles of S's, 10's, and a 
long list of other thin,?s, When things are of industry wide 
significance we make sure there are duplicates in the Muse m, 

L +eftMyJa) bc9 AA -- p$~L-(p*~ 
A centra3 coordinator !Geri) wou3d build a simple : atabase ,zn a Word 
Processor to register the contents and location of the artifacts, 
Most thfncrs are at the main warehouse in New Hampshire, but with the 
proper care and feeding a truelp distributed warehouse/museum would 
develop where the people involved ::sre for tlheir own. 'I'he central 
site would record what's around. For example. Bch !;loriosc is looking 
1-ifter the Venus story to form i mini-museum. This is vital in order 
+cl learn and to avoid repeatina hLstorv. Nautilus really came out of 
all the 'lenus experience. Similarly, the Hudson folks really 
understand and (Jeff is an excellent student/teacher who excels bv 
understandinc the process. ‘%J.SO enc osed is a memo I wrctn to one of 
our directors (Andy! to describe why the 

\ 

ML;seum was an inT*yestment in 
the future, not the past. 

Our book, C'C'mput.gx Ensineerina was b+7 
%LvdL 

.._-._ - _. -E.- - - put touether 
throtlcrhout f'EC's hict?ry & 

o identify 
and it really '- 

the major 
Projects b i 
the selection of items. 

the best guide for 
Maybe John McNamara would also help on a 

volunteer, advisory hasj s. 
the one of the tree, 

Tn addition. I plot t.oaether three posters: 
then one of consoles and cne of terminals. The 

console one I had .always thought might Be built. I ?,ope these trees 
eventuaJly Tet updated with the next round cf P and VAXen. Also 
.a tree of secondary memories are needed because 

Simjlarjy, I'd like 
story is very 

dramatic. to see the Hudscn 
story of the 

put together a 
chip at Digital because in onJy 1C y L\io-ital has 



become one of 
available as 
from National, 

Just 2s a fin 1 thought, you might do pro-active his.tcri=al thincs': 
Tet 3 number f the first srstem module buildins blocks and have 
appropriate c pticns printed so that thev could be distributed to 
sites that wL t a display -- so every place could have one of the 
first produc s. Make an IVIS videodis,k and use DEC's own product to 
repqrd it'c is.. 
film --- on; 
and a few ot 
the action. i 

roduct history. Us\: include se-Jeral short sections of 
f Alan Kotok explaining and playincs spacewar on the PUP-1 
ers so that people in the future can get the "feel" cf 
The v?‘deodisk promises to be one of the best ways to 

preserve hardware and software. A disk rdould 21~0 show tours through 
various factories: PC Beards, I/Cs, t,estincr, FAT, disk assembly, CR'l' 
assembly I:: Taiwan. LAlOC's in Phoenix and-LASO's being built in 
Japan, PC's, etc. The Museum has over 209 films and they are probably 
t-he most valuable ally see what it was like 

your effort,qe key thing is to get someone to take it on 
ey, high quality fashion. Histcry is the only thin9 in 

computing that can be done bv quality instead of by schedule. I would 
be happy to work with them en particular details and the ricrht 

omputer Museum also wo>&ild like to 
1. viewinc: tot. It really would be 

take a walk throucrh the Hudson facili%v 
t a class 1 clean 1 ockgX like&,,.-\qg$, 

Q-p--ym. 
As aa sepera Weisner the other day and he was 
cnmpletely unaware of the Hudson facility or the level of work there. 
He also is usina zt Radio Shack _ system and could do a lot better with 3 
I?ECmatc. 



TO: 

cc: 

Gordon Be1 1 
000’ . . 

Operatlons Committee 

DATE: .17 October 1978 ’ 
FROM: Ken Olsen 
DEPT: Administration 
EXT: ‘, 2300 
LOC/MhIL STOP: ML 129450 

SUBJ: Modern’ Engineering or How We do Engineering Faster and More. 
Efficiently Than Sm&I 1 Companies. 

When we enlarged Central Engineering our motivatlon was two-fold. 
First of all, product lines were too close to changing customer 
whims to give stable direction necessary for one, two or three. 
year projects and secondly, with engineering spread around so 
broadly, we couldn’t take advantage of the size and assets of the 
corporal: ion. It is probably time now that we review tfle results 
of centralizing engineering. I would like to see OOD come to the 
February State of Affairs Meetin’g and tell the senior people of 

.the Corporation the problems and the results of central ized en- 
gineering, and after this practice session, it should then be 
presented in more detail to the next Spring Stratton Mountain 
Meeting. 

We should concentrate on the things we do to make decision making 
quick and easy and develop efficiency which can come from size and 
capital. 

. 

I would suggest that we have the presentation made by the Managers 
one level below the 000. 

. 

First, I think we should present todays environment. We now have 
well defined goals for reliability and we have two goals. to make 
the cost of our manufacturing compete with the Japanese. We have 
noise and safety goals which sound confusing, but in a session like 
this we can organize them so everyone understands what set of goals 
we work towards. 

As we go into a time when there is a shortage of engineers, we 
should explain how we motivate our engineel’s, and how we build teams 
that have pride and efficiency and the feeling that they take part 
in goal setting. 

I think we .should squecte all this into a one day session for the 
State of Affairs Heeting for the Corporate people, but should ex- 
pand it to two or three days for the Engineering Managers at 
Stratton Mountaln. 

It probably will be good for IJS to generate a document that will 
be a guide to tell our engineers how decisions are made. We should 
make it clear who can propose, who makes the dccl s ions, and who 
proposes and passes on changes to dccisjons. . . 



. . 

’ We shouid’expialn how budgeting is done, how we weigh the difference 
between expense money, capital money, people and space, and we should 
give direction as to how much safety factor pcopie should include. in 
thei r budgets. 

The outside world sometimes seems to think that engineering measures 
their output by numbers of people rather than results. It seems 
obvious that the output of an individual can vary by some large factor, 
and getting these factors of improvement from individuals should be 
the main measure of success, not how many people we can fit into a 
budget. It would be good to present to the people how we do and how 
we should measure and reward output. 

I was surprised at the reaction at the last Operations Committee 
Woods EIeet ing where it was claimed that there was a corporate pol icy 
that you cannot make a model unless you first make a marketing plan. 
It will be good for everyone including engineering management, to 
write down a policy which explains when you build models and when 
you have to make marketing plans first and how far you go in design 
before you get certain levels of approval and how much freedom one 
has or could claim to make variations in this policy. 

sm 

. 

. 
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TO: Gordon Bell 

Larry Portner 
- Dick Clayton 

Ed Schwartz 
Dick Berube 

I'N T E!R 0 F F I C E MEMO 

Date: 30 July 1979 
From: Ken Olsen 
Dept: Administration 

MS: MLlD-2/A50 Ext: 2300 

SUBJ: Board of Directors Meeting 
L 

I think it is a good idea for Dick Cl.nyton to pr.epare his small 
computer strategy for presentation to the Board of Directors. w e 
won't have a meeting until our October meeting which is combined with 
our Annual Meeting, and by that time, people are usually too tired to 
have a long presentation. 

We could have a special meeting in September, or we could wait until 
the November one, depending on what you would like to do. 

2_ . . . ._ 

Please 3ct me know and we will schedule it at the Board of Di.rectors 
meeting of your choice. 

I would like to also see a technical presentation, probably at .thc 
same time, which gives o_ur saleslitch on Networking. ----- -_-_ Networking, too 
often means a lot of technical jargon. 

__ 
We love to go into detail of 

a31 the different approaches and all the things we can go. I40 s t 
people I have contact with, have a very simple question. They would 
like to know, can we hook up directly to the IBM computers they have 
with very 1ittl.c trouble? 

-_-._ 
..- 

We normally give the irnpr’cssion that we can do anything, but that 
everything is special and we have never done it before. In order to 
sell to large organizations, alnlost all of whom have JBt4 computers, we 
have to have a sales pitctl which says, “with the r:qu.ipment we have to 
offer you can, without any extra technical help, t.i.e directly to t t1 c 
IBM computers”. We should get over leaving the imprcssjon that it is 
extremely difficult, but because of our groat confidence, we can do 
anything even though it is very difficult. 

c: For the Annual Meetj.ng in October, I.... wijJ..need. a very -short:, very 
simple statement. .as. .t.o.--~..ha.t ___ we, are doing with uc.L.,working. I t h i n k i t 
S~O 111 d be in the same 1, erms that 1 would ex pl ;j j.n i t to a company 
president who doesn’t. know a baud rate from an interface. tie just 
wants to know, can ~:e make our comptlters talk to his computers without 
a yrcot technic-al challenge. 
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To: COREON BELL 
DICK CU4Yl’ON 
JACK SHIELDS 
JACK SMITH 

ME: ‘IUE 18 NOV 1980 8:38 AM EST 
FR@M: KEN 6LSEN 
PErI’: AU4INIS’IRATION 
EXT: 223-2301 
L@C/MhIL STBP: ML10-Z/AS0 

SUBJECT: 11/23 AND RX02 FLOPPIES 

I had an U/23, a pair of RX02 floppies and a letter quality 
prfnter delivered to my home. I’m terribly embarrassed by these. 
I’ve never seen such poor mechanical design and such par system 
thinking. 

Will you send a note to me saying: 

1. Who designed these units? 

2. l-410 packaged them? 

3. Who approved them for l%nufac tur ing? 

4. Who approval them for Field Service? 

I think. it’s time we identify who does poor design and make sure 
they don’ t do design for us again. For years we’ve been doing 
poor design, keep doing it, and I think we’re embarrassed to find 
out who does the poor design and, therefore, we never stop it. 

I’d like to know who looks over the whole system to say that it 
is a product we’d be proti of. 

The LQP came in a box tiich must be five feet t.all and so big it 
won’ t go through most of the doors in my house. ‘lbo people have a 
terrible time carrying the empty box without the table and 
printer in it. Inside there’s a printer which is just the size 
of an IBM typewriter and probably lighter in weight. We probably 
hzd good reasons originally .to pit. the printer on a table and 
then the box so it muldn’ t get dam!qcd , but no one :.;toplti to 
think of how much space we wasted, how much w;trehousc space we 
wasted, how hard it is to ship, and the overall cost. 

.: 



. 

e 

‘Ihe 11/23 is a micro-processor on four dual boards tilich takes 
very little sp;lce but they’ re put in a huge steel box tiich is 
very heavy, very hard to carry, and qli te vulnerable in shipping. 
I don’t know why w bother making large scale integrated circuits 
when we put them in boxes like this. Ml our work in integrated 
circuits is a mste and our packaging is so dunb. We even do 
things like not taking advantage of t-he metal covers for 
shielding because we don’ t ground the covers. 

‘Ihe dual floppies are put in a hqe metal box Ljhich the 
automobile industry would be embarrassed to ever ship. It’s “fit 
and trim” is terrible. No my can you make the trim look good. 
The floppies take up approximately a third of the volmc of this 
box and the rest is empty air or par design. We writ to new 
small floppies because this box is so big. Mybody in their 
right mind wuld have made a box to fit the floppies rather than 
make snail floppies. We could put snail floppies in the same big 
box and gain nothing. 

‘Ihis equiplent is filled with loose screws, each of tiich has a 
separate washer and a separate lock washer. I am not completely 
unhandy in taking things apart and putting them together, but I 
have a terrible time with all these loose screws and washers. 
I’ve lost one Fasher inside the equipnent which I’m afraid might 
cause trouble later on when wz turn it on. IQny, many years ago 
people learn not to put things together this way. 

i 
‘Gordon Bell says the Japanese are coming because of their 
financing and better manufacturing. ?t~y’re going to kill us by 
better design. This is abmlutely atrocious and I want to know 

i 
who did it and tie approved it. 

‘Km/en1 
13.M 
p--e c... 
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TO: see "TO" DISTRIBUTTON 

cc -  . KEN OLSEN 
EDYARD A. SCHWARTZ 

DATE: FRT 9 tJAN 1381 
FRO?I: GORDON BELL 
DEPT: GOD 
EXT: 222-2235 
LGC/MAIL STOP: ML12-l/A51 

SUBJECT: RE BOD PRESENTATION 

The BOD ,jgcnda is full this time. Ken still hopes to 
present this zt some later time (e.g. March). He may call 
on you later (on short notice) for the poop. 

Alternatively, starting in fipril, I believe your individual 
monthly presentations to the ROD should cover this to start 
with in order to give a context for any numbers. 

Reference attached mzssage. 

Dee 11 EMS from Gordon Bell: 

"Accordin g to your (:<I)) request, the appropriate development 
groups should feed you the products, their cost and their 
performance (that's what a lot of customers buy) for the last 
couple of years and then the next 3 years. Is that what you 
mcc;n. 3 

The group s!?ould include: 
. all 10/20's Bill McBride 
. the 78'3, 750 and 730 Bill Demmer 
. the current ;I1s and the newly introduced ones (23,24,44) 

Herb Shanzer 
. the 78 and 278 
. all the terminals Bill Picott 
. the current mass stores (RL, RK, RM, RP) and the 

new RCO, 31, Aztec, Pinon Grant Saviers 

As a uay to simplify what you give them, you might ;Jonsider 
leaving out the terminals VT/LA, and giving them the systems 
that are pnckag ed together with disks, thereby leaving out the 
individual disks." 

t*****X**t**#**** 

*digital* 
XWXIZ*#l**WXY*XIZ 

TO: *GORDON BELL 
EST 

EDWARD ?.. SCHWARTZ 
cc: SC?,0 "CC" DISTRIBUTION 

DATE: TUE 9 DEC 1980 4:3l PM 

FROM: KEN OLSEN 
DEPT: ADMINISTRATION 
EXT: 223-2301 
LOG/MAIL STOP: MLlO-2/A50 



SUBJECT: DOD PRESENTATION 

I'd personally like to make a presentation to the Board of 
Directors early in February giving them an overview of our 
complete line of products. !Jill you have each of your 
engineering groups prepare for me a list of the products we are 
now selling and those that we will introduce in the next three 
years showing in just numbers what the characteristics of the 
various units are. I'd like to give an overview of what we're 
selling, and what the differences are, and why we have so many 
units. 

I'd like to know the actual cost of the LSI chips in the central 
processor, the cost of the central processor complete with power 
supply but without packaging, and finally, the cost of packaging, 
shipping and testing. I'd like to explain how mu::h of the cost 
is in the high technology part of the computer. 

KHO/er 
:trin:s1:31 

"CC" DISTRIBUTION: 

BILL DE'IMER 
GRANT SAVIERS 

qrTOtl DiSTRIBUTIQN: 

BILL DEMMER 
GRA:JT SAVIERS 

ULF FAGERQUIST 

ULF FAGERQUIST 

SI LYLE 

SI LYLE 

- 2- 
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TO: KEN OLSEN DATE: THU 11 DEC 1980 8:45 PM EST 
FROM: GORDON BELL 

cc: see "CC" DISTRIBUTION DEPT: OOD 
EXT: 223-2236 
LOG/MAIL STOP: ML12-l/A51 

SUBJECT: RE: BOD PRESENTATION 

I'm glad you are giving this presentation to the BOD. The 
groups will certainly give you all the poop. According to 
your request, the appropriate development groups should feed 
you the products, their cost and their performance (that's 
what a lot of customers buy) for the last couple of years and 
then the next 3 years. Is that what you mean? 

Let's go for the February date. Also the research group is 
planning to present then too. 

Unless, I hear different, the groups should send you the data 
say by December 19 so that there can be an iteration. 

The group should include: 
*all 10/20's __. .I_.. *+g *f$,l:‘~!cy? .a 
&the 780, 750, and 730 .-"' 
*the current 11's and the newly introduced ones (23, 24, 44)- 

the 78 and 278 
lall the terminals -' '.\'I (J-q- 
dthe current mass stores (RL, RK, RM, RP) and the new R80,81 

Aztec, Pinon I 

As a way to simplify what you give them, you might consider 
leaving out the terminals VT/LA, and giving them the systems 

ed together with disks, thereby leaving out 

[3;11 I$; 1 UlC 7 
Please redirect if appropriate. Otherwise we should send 
you the data. 

"CC" DISTRIBUTION: 

BILL DEMMER 
*GRANT SAVIERS 

ULF FAGERQUIST 
EDWARD A. SCHWARTZ 

SI LYLE 
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TO: GORDON BELL 
EDWARD A. SCHWARTZ 

cc: see "CC" DISTRIBUTION 

DATE: TUE 9 DEC 1980 4:31 PM EST 
FROM: KEN OLSEN 
DEPT: ADMINISTRATION 
EXT: 223-2301 
LOG/MAIL STOP: ML10-2/A50 

SUBJECT: BOD PRESENTATION 

ITd F==T like to make a presentation to the Board of 
Direc ors ear y in February giving them an overview of our 
complete line of products. Will you have each of your 
engineering groups prepare for me a list of the roducts we are 
now selling and those that we will introduce in 
years showing in just numbers what the characteristics of the 
various units are. I'd like to give an overview of what we're 
selling, and what the differences are, and why we have so many 
units. 

I'd like to know the actual cost of the LSI chips in the central 
processor, the cost of the central processor complete with power 
supply but without packaging, and finally, the cost of packaging, 
shipping and testing. I'd like to explain how much of the cost 
is in the hiqh technology part of the computer. 

KHO/er 
KHO:S1:31 

"CC" DISTRIBUTION: 

BILL DEMMER 
*GRANT SAVIERS 

ULF FAGERQUIST SI LYLE 
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TO: *GORDON BELL DATE: MON 5 JAN 198'1 I:18 PM EST 
JACK SMITH FROM: KEN OLSEN 

cc : WIN HINDLE DEPT: ADMINISTRAT.ION 
EDI*JARD A. SCHWARTZ EXT : 223-2301 

LOG/MAIL STOP: MLlO-2/A50 

SUBJECT: PRESENTATIONS AT 1981 BOARD MEETINGS 

I'd like to make a major presentation at each Board meeting in 
1981 b; one man f‘ro;n Manufacturing and one man from Engineering 
telling how they are optimizing the inventory, the ease of 
manufacturing and the relinbi1it.y of their products. I'd like to 
lay out the schedule for the whole year, and give it to the Rocrd 
during our February meeting. I would suggest ,:lat the first 
group be CRT terminals, and the nc;.: presentation be made by the 
32-bit group, then the prirting terminals group, then the 'ltj-bit 
systems group. 

I'd like to let the Board know that we appreciate the fact that 
inventory is largely the result of how things are designed for 
manufacturing, and how the manufacturing planning is 
accomplished. I think it would be healthy for our people and 
good for the Board to have our thinking presented to them. 

KHO/er 
KO:S1.72 



Rensselaer Polytechnic Institute Troy, New York 12181 
..f-? QEC P 8 1300, 

December 12; 1980 

Mr. Kenneth H. Olsen 
President 
Digital Equipment 
146 Main Street 
Maynard, Ma. 01754 

. 

Dear Mr. Olsen: 

As an employer of many Rensselaer graduates, your company is invited to submit nomina- 
tions for Rensselaer’s premier award, the Davies Medal for Engineering Achievement. 

The Davies award consists of a medal, certificate, and prize of $1,000, and is presented 
annually to recognize distinguished engineering achievement of holders of earned degrees 
from RPI who are under 50 years of age. I encourage you to take advantage of this special 
opportunity to honor a deserving associate. 

Nominations are currently being sought from among the leaders in industry and the field 
of engineering. Enclosed is a brochure outlining the criteria for the award and a nomina- 
tion form. Nominations are requested on or before~JnIlaryJ.&l%J.. The successful 
candi,date ~i~i~s-~~~-~.~~~~~~y the Selection Committee during 
February and the award will be presented on campus on April 9, 1981. 

Should you desire additional nomination forms or need any further information, please 
contact our Alumni Programs Office at (518) 270-6205. 

We look forward to hearing from you within the next few weeks and, in the meantime, 
send all good wishes. 

Sincerely, 

Enclosure 

Signed for George Low in his absence 

. 



: 

CHARLES W. MISSLER, Chairman of the Board, 
President and Chief Executive Officer 

/ 
3128 RED HILL AVENUE, BOX 2180 

NEWPORT BEACH, CALIFORNIA 92663 
(714) 557-3550 TWX 910-595-l 139 

May 28, 1980 

Mr. Kenneth Olsen 
President 
Digital Equipment Corporation 
146 Main Street 
Maynard, MA 01754 

Dear Ken: 

I continue to get very favorable feedback from both your people 
and my own concerning the continuing improvement in the 
relationship between our firms. You are clearly our most 
important customer and I believe we are proving to be both 
diligent and responsive. 

I must confess, however, that I was disappointed and disturbed 
by the recent announcement of your network venture with Intel 
and Xerox. While these partners are obviously both substantial 
and competenti it happens that this is an area in which we have 
already established a significant proprietary interest. It's 
possible that in our zeal to focus on our immediate production 
commitments, we may have been excessively conservative in 
keeping your people adequately informed on our new product 
commitments. 

Of particular note is the network summary which attempts to 
relate our various product offerings in the packet switching 
and local network areas. I have taken the liberty of including 
a few materials for review by your staff. We will, of course, 
take whatever steps you feel appropriate to better keep your 



Mr. Kenneth Olsen 2 May 28, 1980 

people abreast of our products, on as intimate a basis as you are 
comfortable with. 

This is no relationship which is more important to us and I 
would be grateful for any opportunity that we may have overlooked 
to be responsive to your needs. 

xzt:d friend, 

CHAFCLEX W. MISSLER 

cWM:gls 
P 

Enclosures 







DIGITAL INTEROFFICE MEMORANDUM 

TO: DATE: 3/31/80 Mon 12:11:19 
FROM: Win Hindle 

cc : Operations Committee DEPT: Corporate Operations 
EXT: 223-2338 
LOC: MLlO-Z/A53 

SUBJ: List of Issues Needing Resolution 

1. When will we have a system to schedule customer orders 
promptly (especially in the OEM business)? 

2. Should we enter the small business market with our direct 
salesforce? 

3. What should our strategy be to capture a significant 
portion of the office market? 

4. How rapidly we can grow and still run a quality company 
(i.e., how strong is our management, how capable are our 
management information systems)? 

5. Should we change the international reporting structure? 
Should major countries have profit and loss responsibility? 

6. How much growth should we have in Massachusetts? 

7. Do our current Pay practices allow us to retain our good 
people and attract new people (i.e., do we have to start paying 
people above the market average)? 

8. Should we accept more government controls (i.e., SCA) in 
order to gain a larger share of government business? 

9. How do we raise the awareness of all managers to the 
urgency of increasing productivity in an inflation economy? 

10. How can we gain predictability in bringing new products 
into production? 

11. How can we increase the accuracy of product line ship 
forecasts? 

WRH/bwf 



: d i g'i' t a 1 : 
+---------------+ 

TO: OPERATIONS COMMITTEE Date: 28 FE8 80 
Henry Crouse From: Ken Olsen 

Dept: Administration 
MS: MLlO-Z/A50 

&-b-d cd-4 
SU8J: VERTICAL INTEGRATION AND THE MANUFACTURE OF SEMICONDUCTORS 4 

Joe Bower of Harvard Business School, sent me an 2d-‘f++ Lu-c . - 7 
unpublished paper on business strategy. Enclosed is a a~w F&& I 
few paragraphs from this study which, I think, bears 
on the question of how much we. should vertically 
integrate. 

. 
(4) Vertical i ntegration is not necessary to expibit cost I 

leadership in mature markets, as suggested by a number 

of empirica1.and.economi.c studies. In fact, all of the 
- . . .._ 

.“.J,T.$ 
low-cost producerF.jn the industries under study were less 

tertically integrated into upstream and downstream activi- 

ties than at least one other major competitor in their 

industry. Instead of emphasizing vertical integration as 

a policy, all looked for selective integration into high 

value added, proprietary- componentry, following the type 

of integration policy first delineated by General Motors 
in the 1920s of "not investing in general industries of 
which a comparatively small part of the product is con- i : 
sumed in the manufacture of cars.!' ir 

' I 
Instead of fully integrating,all of the low-cost leaders in- 

voted to have the most efficient process technology at least one stage 

or the vertical chain; for example, Ford in truck assembly, Inland in 
. . 

orier entry/distribution. The result in all cases is focus and very 

1~ costs within a partially integrated operation. As one of Ford's 

major competitors observed: . 

! 
. 

. Ford is the least integrated of any of the high volume heavy 
duti truck manufacturers in the world, yet it Is still the low- 
cost producer and gains one of the highest ROIs in the industry. 
In retrospect, their strategy was brilliant; they let the rest of , 
us learn to manufacture componentry while they learned to manu- 

c iacture profits. 

i 
r 
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TO: Gordon Bell 

Larry Portner 
Dick Clayton 
Ed Schwartz 
Dick Berube 

Date: 30 July 1979 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

SUBJ: Board of Directors Meeting 

I think it is a good idea for Dick Clayton to prepare his small 
computer strategy for presentation to the Board of Directors. We 
won’t have a meeting until our October meeting which is combined with 
our Annual Meeting, and by that time, people are usually too tired to 
have a long presentation. 

We could have a special meeting in September, or we could wait until 
the November one, depending on what you would like to do. 

w--._.- _- 

Please let me know and we will schedule it at the Board of Directors 
meeting of your choice. 

I would like to also see a technical presentation, probably at the 
same time, which gives our sales pitch on Networking. Networking, too 
often means a lot of technical jargon. We love to go into detail of 
all the different approaches and all the things we can go. Most 
people I have contact with, 
like to know, 

have a very simple question. They would 
can we hook up directly to the IBM computers they have 

with very little trouble? 
.-.. - 

We normally give the impr’ession that we can do anything, but that 
everything is special and we have never done it before. In order to 
sell to large organizations, almost all of whom have IBM computers, we 
have to have a sales pitch which says, “with the equipment we have to 
offer you can, without any extra technical help, tie directly to the 
IBM computers”. We should get over leaving the impression that it is 
extremely difficult, but because of our great confidence, we can do 
anything even though it is very difficult. 

for the AnQua Meeting in October, 3 w i 11 
s imp1 e 

v e r Y nc.e.d-- a---ve..r .y- ._ .s h o r t ,. _ 
stat eme.i?t-_.ait_s-.~,awhatwe”,.ar e ,___ dning .-wi.t~__r\letw.p_rk~.n g l I think it 

should be in the same terms that I would explain it to a company 
president who doesn’t know a baud rate from an interface. He just 
wants to know, can we make our computers talk to his computers without 
a great technical challenge. 

You may want to get this into ou~,A~n~l Report, want c_- B _ -..._---- _---- .- ,,- --------- e-c and you may .-- .._ (. _. ._ ., 
to also make sure 
the AnnGal: Repor-t. 

,we have.. our ._._ smal,J. corn~ter_~-s.tfa-~_eg~ very clear in ---.A.._. . . _, ,, 
We may use one page, ---- a<a-be sure- th~~*k~-have the 

family of computers presented in such a way that it is clear to 
everyone that we cover everything thoroughly, beautifully, and 
cffcctivcly. 



+---------------+ 
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TO: Gordon Bell 

INTEROFFICE M E M 0 

26 October 1979 

\ 
Ken Olsen 
Administration 

MS: MLlO-Z/A50 Ext: 2301 

I made an arbitrary rule several years ago that on new buildings we 
could not add vents, tanks, fans and chimneys to the outside. 
Everytime someone had a chance to add junk on the outside of a 
building, they went ahead and did it. 

I ndtice that we are doing this to the Mill, and we are quickly losing 
all of the appearance of a beautiful old building. Should we 
introduce this rule for the Mill? 

-- _.. ..- - 

/aj 
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:digital: 
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TO: Gordon Bell . 

cc: Dick Clayton 
Larry Portner 

I N 
t 

EROFFICE MEMO 

b 
Date: 1 DC T --79, 
From:- -Ken Olsen 
Dept: (‘Fhfm 

.> 
++St-r-at ion 

MS: MLlO-Z/A50 Ext: 2300 

SUBJ: YOUR NOTE ON IBM’S ENTRY INTO THE COLOR GRAPHICS 
TERMINAL BUSINESS 

I would like to know what your goal is. 

1. Would you like to have eighty percent out of all the 
simple alphanumeric terminal business, because we do 

f 

the very--and are striving to be way, way ahead of 
everyone else? 

2. Or, would you rather concentrate our effort on getting 
eighty percent of the color graphics terminal business? 

-1 , 

3. Or, woul!d you rather gqt five percent of everyt,hing 
i.. because we spread all oljr developement and invesement 

over e,veything? 
. 

i No 



.i . 

INTEROFFICE MEMO 

TO: Gordon Bell Date: 1 OCT 79 
From: Ken Olsen c 

cc: Dick Clayton Dept: Administration 
Larry Portner MS: MLlO-Z/A50 Ext: 2300 

SUBJ: YOUR NOTE ON IBM’S ENTRY INTO THE COLOR GRAPHICS 
TERMINAL BUSINESS 

I would like to know what your goal is. 

1. 

2. 

3. 

Would you like to have eighty percent out of all the 
simple alphanumeric terminal business, because we do 
the very best and are striving to be way, way ahead of 
everyone else? 

Or, would you rather concentrate our effort .on getting 
eighty percent of the color graphics terminal business? 

Or 7 would you rather get five percent of 
because we spread 

everything 
all our developement and investment 

over eveything? 



- 
INTEROPFICEMEMO 

j-l.1 $ cc4 cui 
DATE: 9/18/79 

Ed Lazar FROM: Richard H Case GL 
Stan Pearson IBM Canpetitive Analyst 
Dave Reed 
Charle Rupp 
Ava Schutzman 
Bill Seaver 
Ted Webber 
Art Williams 

1111 i" 

/ i/' r" ./,f g p r I 
SUBJECT: IMMINENT IBM TERMINAL ANNOUNCEMENTS 

I=I‘ I 

The following new terminal products may be announced by IBM in near future: 

PRICED ASCII CRT -- 

0 Code naned TOPAZ 
0 Asynchronous or Synchronous CRT 
0 ASCII code, teletype canpatible 
0 Has a n8500 microprocessor in it 
0 Price: about $1200 in ASCII only 
0 May have future options for BSC and SOCC 3270 mode 
0 Purchased via 

No details on 
an 800 nunber, not sales force 

0 features 

COLOR CRT PV 

\ 
4 0 Code named WIZARD 

0 Color 3277 
0 Synchronous HSC or SDLC CRT 
0 Could be called the 3279 
0 Limited lVbusinesstV Graphics 
0 No pricing information yet (should be > $4000) 
0 IBM is ORMing Japanese color Tubes 
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&,; ! I( f I 
Gordon Bell 30 July 1979 
Art Williams From: Ken Olsen 
Dick Clayton Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

TO: 

SUBJ: Portable Printing Terminals 

You mi sunderstood my request to call the LA34 a portable prin ter. 

You feel a portable terminal should be able to be carried like a 
briefcase on an airplane and set imp in a hotel. room, and in order to 
compete with the TI unit, it has to be equally portable. 

In my travels, it seemed to me that most of the TI terminals are being 
used in one place in the office and are never moved except by the 
cleaning lady. The big advantage these units have over other units is 
that they are plugged in like a portable radio and it takes no more 
installation than that, and they can be lifted by the cleaning lady. 

I think the LA34 would do a much better job for most applications if 
we decided to make it easy to use. 

Being very technical people, we act like stereo enthusiasts. To these 
people stereo doesn’t sound right and it’s easy to use. It has to have 
a rats nest of wires and an expert to thook it up and al.Jng with 
hooking it up goes a lot of jargon about baud rates, etc. Users of 
portable units like to set it down in the middle of a room somewhere 
in their .lab or office, or maybe in their living room, and leave it 
there until they want to hook it up. At which time, they just plug it 
into the phone line or drop the telephone in the receiver. They can 
use the terminal with no technical information and they do not have 
the mess of modems and a mass of wires to worry about. 

The LA34 is compact and light weight and I think meets all these 
chracteristics except that it maintains the tectlnical chal lcnge that 
you guys want to keep built into this system. 

If WC made the LA34 easy to use, I am sure it would take care of 90% 
of the jobs lhat the TJ unit is now used for. In order to do this we 
do not need a case to carry t-he thing around in because this YO%, I 
believe, are not moved any more than an 1Bt.j typewriter is moved. 



TO: Gordon Bell 

INTEROF,FICE M E M 0 

Date: 30 July 1979 
From: Ken Olsen 
Dept : Administration 

MS: MLlO-Z/A50 Ext: 2300 

SUQJ: VT100 

I like our VT100 which I took home. It works well and it fits in well 
in the living room, the greehhouse, the basement and'ih my study, and 
it is a beautiful terminal. However, there are a few comments I would 
like to make on it. 

When I took it home, apparently our experts assumed that every company 
president knows he should have a modem with it and I, of course, 
forgot to get one. We had the great idea of using the modem that is 
in the printing terminal, but alas 
we had to do 

it uses differenty polarity. So, 
some midnight requisitioning to convert the signal so 

that we could ,use it both for the printing terminal and for the VTlOO. 
It is kind of nice to have both of them hooked up to the phone line at 
the same time. ) 

The next observation is that although the unit is compact and not very 
deep so that it can fit in a small area, the cable connector sticking 
out the back adds at least 3 inches to the depth of the machine. Al 1 
the connectors including the power, the keyboard and the standard 
interface connector should all be recessed so that the cables do not 
make the machine any deeper. 

KIHO/aj 
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:digital: 
+---------------+ 

TO: OPERATIONS COMMITTEE 

INTEROFFICE M E M’O 

Date: 18. JUNE 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

SUBJ: JULY WOODS 

At our July Woods, I would like to see us take one day to thoroughly go 
over the question of how we decide on engineerinmojects and try very - . ---*.” 
hard to eliminate the frustration that is felt so strongly by the product 
lines. On the second day of the Woods Meeting, I would like to make 
another pass at the subject we tried at the June Woods. 

As we started our June meeting, we made a list of problems and 
frustrations that are felt by the product lines but the solutions brought 
up were not tied to the problems. Let’s, in our preparation for this next 
meeting, each one of us list the problems that we see and write down 
suggestions that would alleviate these problems. Then, maybe we will have 
a more useful meeting in July. 

We as a corporation are organized by product lines, our budgets are’ the 
sum of the product lines; in theory, we give some of the product lines 
autonomy and we, in theory, do not fool around with their budgets. We let 
them do the marketing, the planning, the strategy and eliminate as many 
taxes as possible on the product lines. If we want to change the way that 
the company is organized, towards a more conventional way, we should have 
carefully thought out proposals, maybe with experts in organization from 
one of the business schools to help us, and then consider if we want to do 
it. I do not want simply to drop our present organization and change 
toward a traditional form without any planning. 

One time, in the early history of the company when we had problems not 
unlike these, I asked for suggestions to solve the problems. Our then one 
Vice President suggested that the answer was to make him President. When 
I asked how this had any bearing on the problems, there was no clear 
answer. I never figured out .whether he was so involved in his own 
problems he could only think of being President or if he had the belief 
that if he were boss, obviously, all problems would go away. 

Another time we had somewhat similar problems, and I suggested that the 
Operations Committee list the problems and unanimously agree on a 
solution, and I would go along with this. They proposed Pete Kaufman be 
made president, which would solve all the problems and they would be happy 
forever. Getting a new president might be a good idea, but we still have 
to solve the problems. I think wisdom says we should figure out how we 



solve the problems and then as a separate issue decide who we should make 
as president, or ‘as president of a part of the company. 

’ I do not think ‘that we should have simple solutions with no explanations 
of what the 

‘Some of the 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

problems are and how we solve them. 

frustrations that I remember are as follows: 

Product lines ordered the wrong parts and other 
product lines got the parts that they ordered 

Deliveries are not reliable. 

Profit was suddenly raised to 18X and insisted upon 
before prices were raised. ” . 

NOR cut from 2.4 to 2.3 

Change in some plans such as the insurance group just before 
the fiscal year started 

Too much taxes for corporate activities 

Organization changes 

Engineering strategy changes 

Difficulty in influencing engineering decisions 

Difficulties in influencing Europe 

Too many bosses 

Too many bosses 

Too many bosses 

Too many bosses 

dag 
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:digital: 
+----------------+ 

TO: Gordon Bell 
Andy Knowles 
Jack Smith 
Bill Thompson 

INTEROFFICE MEMO 

Date: 18 JUNE 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-2/A50 Ext: 2300 

cc: Bill Long 

During the July Woods meeting, we proposed talking about how we will 
formalize engineering decisions to relieve the frustration the product 
lines feel so strongly today. As part of the preparation for this, I 
would like to make you four a committee to tell us about alternatives we 
have for pricing our products that would include all the costs and would 
take into account the quantity produced. 

This is important because I think many of the requests for engineering 
would disappear when the price to be charged is considered when the 
proposal for engineering is brought up. I would suggest that even when a 
product line invests their money in an engineering project, the 
corporation should insist that that engineering investment be returned in 
the price of the product, even though some product lines feel that if 
they invest it now they can give that part away free in the future. 

c 
It seems to me that we should also have products engineered and financed 
by the product line approved by the corporation. 

I think we should have a cash flow’ proposed at the beginning of each 
project, so that in making the decision we can see whether or not that 
project, in final accounting, ever returns cash to the corporation or 
when it comes to picking between projects we see which ones return cash 
soonest and in biggest quantities. 

When pricing is simply a function of manufacturing cost and does not take 
into account all the capital and other expenses, it is quite clear that 
many projects will have a net cash loss at the end of their life. 

It seems to me that we planned to invest capital or increase our assets 
every year whether or not we grow. I think we have to do this because we 
want to do many projects for which we will not have a cash return. 



+---------------+ 

:digital: 
+--------..---.---+ 

;i TO: Gordon Bell 
Larry PortnSr 

INTERO’FFICE MEMO 

D &\&wJ WC c g., :,, ‘- 

3 MAY 79 
From: Ken Olsen 
Dept : Administration 

MS: MLIO-2/A50, Ext: 2300 

The Board of Directors has developed a new interest in our CT,, c 
i 

customers because, as they have had to consider possible A y z-,8.-..-\ 
conflicts as Directors of other companies, they have asked r,; 
questions about their relationship with Digital and have 
discovered that many of them are unhappy. We will now report 
regularly to them on the nature of our relationship with 
customers. One of the items we will present at each meeting is 
a list of all software and hardware committments that we have 
made to customers and OEM’s that are more than four weeks late. 

Will you prepare the list for the next meeting in the middle of 
June. 



+---------------+ 
:digital: 
+---------------+ 

INTEROFFICE MEMO . 

TO: Gordon Bell 
John Leng 
Julius Marcus 
Stan Olsen 

CC: Andy Knowles 

Date: 19 MAR 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

will you make a list of all your people who are doing marketing, 
product line managing, or group product line managing and those 
who are doing p,roduct managing, and with each name list the 
degrees, courses, seminars and, self-teaching that people have 
completed in marketing. 

Would you also list the training the person has done since he 
has started marketing or product managing at Digital. 

Andy will collect these but they will not be summarized or 
distributed to the Operations Committee; they will be for Andy’s 
and my use. 

, 

dag 
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:digital: 
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INTEROFFICE MEMO 

TO: OPERATIONS COMMITTEE Date: 19 MAR 79 
From: Ken Olsen 

d Dept: Administration 
MS: MLlO-Z/A50 Ext: 2300 

It was decided during the March Woods Meeting that every member 
of the Operations Committee would write a definition or job 
description of Marketing and the same for Product Nanagership. 
These could be either in prose or a list of steps or pieces that 
make up the job of marketing and product managing. 

Andy will collect and summarize these for the Operations 
Committee. 



:digital: INTEROFFICE MEMO 

TO: Gordon Bell 
Stan Olsen 

CC: Bill Chalmers 
Andy Knowles 

Date: 
From: 
Dept: 

MS: MLlO-2 A50 
i 

Ext: 2300 
Art-Williams 

SUBJ: NO NAME FOR LA 34 

I propose that we change the label on 
the portable DEC Writer. 

the LA 34 and ca 11 it 

For all the applications in which I have seen the TI port- 
able printer, our machine would do so much better. I think 
we owe it to society to tell them about the features we have 
and how compact and Lightweight our unit is so that they would 
not have to suffer with all the incopvenience and limitations 
of the TI Unit. 

If in our ads we call it the portable DEC Writer, and if we push 
its size and weight and ask peop 

r 

to compare all the features 
we have with those of any other 

k 

ortable writer, I think we 
should able to enlighten many p ople who don't know any better 
at the present time. ,! / 

We may want to mold a plastic/case to put around it so that it 
can be taken home, but I am piot sure that it is necessary. 
Most portable units are por 

l 
able in that they are taken from 

desk to desk once in a whil, within an office and only a very 
small number are taken home like a suitcase. 

dag 
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:digitalt (&“/- 
+---------------f 

- TO: Gordon Eel1 

SUBS: STRATTON MOUNTAIN MEETING 

Eate: 16 FCB 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

At your 1979 Stratton Mountain Engineering Conference, I 
would like to see YOU stress as a conference theme, "Eleqant 
Enqineering." ' 

_---~ :-.--.- 

I think that it would be a good idea to teach people how to 
engineer products which are elegant, inexpensive, simple to 
build, easy to inventory and very very easy to maintain. 

If we sell everyone on the idea that elegant engineering is a 
primary goal at Digital and we appreciate elegant engineering, 
I think that we could change the attitude of many of our people. 
Those things which have been elegantly engineered sell like hot 
cakes and those which are not are always getting us into 
trouble. 

We should try to develop a simple way of getting ideas‘across 
and simple ways of getting people to check on elegance. Part of 
the elegance is to introduce as few new parts, brackets, cables, 
fasteners, etc. with each new design. I think that we should be 
motivated to use as many things that are already in inventory 
rather than to start from scratch. 

Then there should bc some simple way of optimizing inventories. 
We have some very poor examples of products with a large number 
of options which we keep in inventory. A little more elegant 
engineering would have allowed us to keep one major part in 
inventory and with slight additions or maybe even switch 
changes or jumper changing, change the units to various options. 

We sometimes think that elegant design means mechanical things. 
Of course we know better and elegant design is perhaps even more 
important in software design and in architecture. We should 
have a speaker who will give examples and be helpful in these 
areas also. 

dag 



+-m-------------+ 

bdigitslh 
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INTEROF 

F$.T 0 : Gordon <Bell Date: 11 JAN 79 
Jack Smith 

CA Jr tw+uw 
From: Ken Olsen 
Dept: Administration 

. MS: MLlO-Z/A50 Ext: 2300 

We decided some time ago that there should be one group at each 
facility responsible for that facility. I think we should make 
an exception here at the Mill because engineering and manufac- 
turing are both major tenants and are always competing for space, 
parking and janitors which produces conflict. 

The Mill is unusually big and this rule doesn’t have to apply 
here. I suggest that we draw a line around manufacturing and 
engineering and that they each have their own facilities planning, 
their own facilities crew, their own janitors, have rights to their 
own parking and space, and that when differences come up a higher 
group, not the larger of the two groups, make the decision. 

dag 



COMPANY CO,NFIDENTIAL 

+ - I - . . - . - - - - . - - - - - - - - . .m. -  + #1650 
digital INTEROFFICE MEMO 

+ ---.m-.- -----CwLI-..a.-- + 

To: Gordon Sell 
Jack Sml‘th 

SUB3 : Ken Olsen Memo of l/11 
(Mill Facilities) 

l/18/79 Thu 10:19:23 
From: Bob Puffer 
Dept.: Eng. Oper. 
Ext.: 3-2863 
MS : ML12-2/E38 

I believe the origin of Ken's recent memo to be in conversations 
which he and Pete Koch have had concerning housekeeping and 
other matters pertaining to the Board Shop. As you may or may 
not know, We have recently had a serious employee relations 
problem with second-shift employees in the Board Shop as a. 
result of closing a "courtyard" which had previously been 
reserved for parking._by them. 

Pete Koch, Paul Bauer, and I have been working on this issue 
since it arose, and I must agree that the resolution has been 
far less speedy than I would have liked. We made a number of 
mistakes in communicating the decision to close this parking 
area, and Plant Enginee3ing management inappropriately conveyed 
the impression to second-shift employees that their concerns 
were of little importance. 

The fact of the matter is that there have been some serious 
problems in the area of the Board Shop with second-shift 
parking. I, personally, on two occasions witnessed near fist 
fights in the alleyway adjacent to the Assabet River as 
second-shift employees arrived for work and hunted for available 
parking. One afternoon at three o'clock this.entire access to 
the Mill was completely obstructed to all vehicular traffic and 
posed a serious safety threat to the entire facility. The 
COurtYard in question is designated on the 1974 parking map, 
which was approved by the town of Maynard, as a fire lane. The 
Fire Chief has expressed concern that he must have access 
through this area and adjacent alley since it's the only means 
of outside access to the flammable storage areas in the Paint 
Room. 

During the last 12 months of severe parking shortage at the 
Kill, coupled with the retirement of the Mill Safety Manager, we 
admittedly \lcre lax in enforcing many parking regulations and in 
not taking adequate safety measures in the storage and handling 
of fkmmablc and toxic PC waste materials. For example, we have 
been klorking with Joe Bentley in an effort to identify the 
contents of a number of 55-gallon drums of toxic material which 
are not labeled and which are of considerable concern to the 
Fire Chief and our own Facilities people, especially in view of 
the fact that two accidents have occurred in handling this 



material during th,e last several months. On-e of these involved 
a contractor, the other involved an employee who was pumping 
material from one tank'to another which resulted in an explo.sion 
serious enough to have caused loss of life except for some 
old-fashioned luck: 

In an effort to help alleviate the second-shift parking problem, 
space has been reser'ved in the Walnut Street lot next to John 
Tobin's shack, and additional space has been made available for 
second-shift use alongside Building 1 in the Mill Yard. We have 
also offered to run a shuttle service to transport second-shift 
employees to their vehicles at the beginning and end of their 
shif$were they to park in lower Thompson Street lot where there 
is plenty of room. We have also volunteered to have a guard on : 
the lower Thompson St. door during those hours when employees 
would need to go through to their cars so they would not have to 
walk outside at night, Neither of these suggestions has met 
with enthusiasm, however, since these employees would like to 
have their cars as close to their place of work as physically 
possible, and because some of the older women do not feel they 
should have to walk the distances involved. 

In order to gain access to these employee vehicles parked in the 
"courtyard" area, three fire doors have been broken repeatedly 
by second-shift employees, and in one case the $150 locking 
mechanism was observed on the bottom of the Assabet River. In 
addition, the Facilities people have been cleaning up broken 
beer bottles as a result of these same employees eating dinner 
in their cars and discarding the bottles inappropriately. It's 
understandable in view ofjthese circumstances that a certain- 
amount of antagonism exists between these employees and the 
Facilities group. In recognition of these problems, Pete Koch 
has committed to improved second-shift supervision, and, in 
fact, there has been a recent marked change in the c.ooperation 
Security has received in removing inappropriately parked 
vehicles. 

We are planning to request that the Fire Chief approve a limited 
amount of parking in the area in question, and feel that he 
should be involved since the original plan.designating this area 
as a fire lane was approved by him. We intend to have Joe 
Bentley meet with him directly so that Joe can hear his concerns 
first-hand. 

I must say I am also concerned about the motivation of these 
people who are complaining about the parking situation. We have 
observed that during their evening dinner break, many of them 
move their cars from the designated reserved Walnut Street area 
and drive around to the Building 21 entrance and re-park within 
the Mill Yard. Even though they park closer to their work at 
Walnut St. than the vast majority of first-shift employees 
(including myself), they feel compelled to save two minutes at 
the end of their working day by not walking the extra 100 yards 
across Walnut Street. 

With all of this as background, I am not against Ken's proposal 
to split things up, because I can assure you that Paul Bauer, 
the Security people, and I don't enjoy being in the middle of 

-2- 
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such hassles. On the other hand, although Facilities Planning 
and janitorial services could clearly be done on a local basis, 
it gets more difficult to see how to provide security, 
receptionist, telephone, dispensary, mail, snowplowing, safety, 
etc., etc., on a floor-by-floor basis within the Mill. Parking 
problems are going to continue to exist at the Mill no matter 
how we parcel it up, and I would hate to have "segregated" 
parking facilities. We are no longer competing for space 
because there is a surplus of square footage in the Mill for the 
number of cars and people we can have here, and our problem is 
in insuring the population cap rather than finding more space. 
The janitor problem has been alleviated by adding enough 
janitors by bringing janitorial service per square foot up to 
the level of other Digital facilities. The bottom line is that 
1 believe it makes business sense to continue to manage this 
facility centrally, although I don't envy the person with that 
responsibility and would be happy to have volunteers step 
forward if they are dissatisfied with the current arrangement. 

rml 
Att. 
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I T EROF F I C E M E t4 0 

TO: OPERATIONS COMMITTEE k-/3/ Date: 10 JAN 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 
SUBJ: FEBRUARY AND MARCH WOODS MEETINGS 

There are a number of things that I would like to cover at the February 
and March Woods Meetings. I would like to have you start thinking about 
them because we have to make a decision soon as to where we will have 
the Heetings. Host of the items involve people other than the. e 
Operations Committee and, therefore, the meetings should not be very 
far away. 

Two items already on the list are Jack Smith's plans for manufacturing 
which he would like a whole morning for and Ed Schein’s review of what 
he found interviewing the Operations Committee. 

I would like to see us spend two or three hours with some of the people 
who do our advertising’ as compared to the managers and with one or two 
people from each of our advertising agencies to casually discuss their 
advertising philosophies and the Operations Committee's philosophy. I 
have a feeling that people try very hard to follow the philosophy of 
the Operations Committee but they do not always understand it and a few 
hours of discussion might be very helpful. 

Sometime, I would like to wrap up in a consise way our final commercial 
product line strategy. 

I would like to spend a half day discussing,, from a group point of view, 
how we manaqe enqineeJ-inq qroups an-d another half day on how we manage 
product line groups. I would like to know what freedom, what protection, 
what chance for innovation, what frustrations and what help they need. 
We normally see only the point of view of the top managers and I would 
like to spend this time discussing it from the point of view of the 
group that actually does the work. This means we should have the group 
managers and also the direct line managers in for these discussions. 

Also, I would like to discuss our pricing philosophy. Our marketing 
types feel the big problem is that our manufacturing costs more than 
some of the cheap outfits or some of the things that we can get over- 
seas. It might be that we should charge more and spend.more on overhead 
anb add to+ the cost in order to have a reliable supply and a reliable 
product. I think that it is wrong. to allow the .pricing .philosophy to be 
the r,esult of ha ssles at the lower levels. Instead, we should decide 
what kind of products we want and then be willing to pay the price. We 
can riot insist on two sources for every critical component, have inven- 



tory so that we are ncvcr out of supply, hnvc all the overhead to make 
sure that everything runs smoothly, have a reliable product and then 
wonder why we can not compete on price. So, I would like to see us 
discuss for a half day what our‘ pricing philosophy is and where we want 
to sit in the market. 

I would also like to spend a half day discussing the responsibilities 
of our first-line managers. During Christmas vacation it seemed that 
half of our employees in Maynard were not working. If they were all on 
vacation that's fine, but I have a suspicion that when the engineers 
were away the technicians didn't come to work either, and when the 
bosses were away the clerks didn't come to work. No first-line manager 
can enforce these rules if it is commonly done throughout the whole 
corporation. I would like to spend a half day discussing the responsibil- 
ities of first-line managers, how do we teach them, and how do we make 
sure they fulfill their responsibilities. 

da!3 
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MUSEUM PROJECT 

22 FEB 79 
Ralph Coffman 
Corporate Lib 
6465 

IL STOP: ML4- 

With regard to your interest in a museum project, 
the attached may be another way it could be 
approached. The article appeared in EDU TWENTY- 
THREE (The Education Magazine of DEC.) 

vak 
Attachment 
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A COMPUTER 
FOR THE KIDS 



?O: Gordon Bell 
John Leng 
Julius Marcus 
Stan Olsen 

CC: Andy Knowles 

Date: 19 MAR 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 

Will you make a list of all your people who are doing marketing, 
product line managing, or group product line managing and those 
who are doing product managing, and with each name list the 
degrees, courses, seminars and self-teaching that people have 
completed in marketing. 

Would you also list the training the person has done since he 
has started marketing or product managing at Digital. 

Andy will collect these but they will not be summarized or 
distributed to the Operations Committee; they will be for Andy’s 
and my use. 

dag 
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INTEROFFICE MEMO 

Date: 19 MAR 79 
From: Ken Olsen 

I Dept: Administration 
MS: MLlO-Z/A50 Ext: 2300 

It was decided during the March Woods Meeting that every member 
of the Operations Committee would write a definition or job 
description of Marketing and the same for Prcduct Kanagership. 

-----. - -- - : - _~... 
These could be either In prose or a list of steps or pieces,that 
make up the job of marketing and product managing. 

-.-A_-dJ will collect and summarize these for the Operations 
--------I__ Committee. 

dag 
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TO: Andy Knowles 
Larry Portner 
Bill Thompson 

INTEROFFICE M E M 0 

Date: 2 JULY 79 
From: Ken Olsen 
Dept: Administration 

MS: MLlO-Z/A50 Ext: 2300 
cc: Operations Committee 

SUBJ: ENGINEERING ALLOCATION COMMITTEE 

I understand that you are the committee which will propose to the 
Operations Committee how we allocate engineering and how we answer the 
requests of the product lines for engineering. 

I would like to request that you present to the Operations Committee a 
list of alternative ways, not the way that you think is the best or the 
most obvious answer. I have two reasons for this. First, it helps you 
to be a little more objective during your preparation and secondly it 
gives the Operations Committee a chance to take part in the decision. 

Also, I would like to have you propose how we can change our pricing to 
include the total cost of the product. Right now we multiply the 
manufacturing cost by some magic number and get a price, which means that 
our high production items are way over priced and we are probably losing 
money on our low production items. 

Our present way of pricing means that if a product line can talk or sell 
engineering into starting a project that would be of help to that product 
line even though the quantity is small, they end up with a great bargain. 
The only cost to them is a manufacturing cost and that is charged against 
them only when they sell the product. 7 

When we price or go into the total cost, the decisions of engineering 
will be much easier. In fact, I think that we will see a lot fewer 
proposals. 

For example, when the product manager in charge of small disks proposes 
one more disk for a particular product line, he realizes that part of the 
proposal will have to include all costs including tooling, field service 
writeoffs, manuals, training, interest on the investment, etc., divided 
by the number of units sold and added to the manufacturing cost to figure 
out the price for the job. If this is done, I think that you will see a 
lot fewer software and hardware projects proposed, because some of them 
will be sold in such small quantities that the price would make them 
undesirable to the product line. 

I wouldn’t be surprised if when we institute this and people understand 



it, that all the questions about which engineering projects we invest in 
just disappear, because wisdom will automatically control the number of 
projects we go into. 

Of course, another significant result will be that our high production 
items become much less expensive and will then be able to compete with 
other high production organizations. When we can not compete with 
today's naive way of pricing, people blame it on manufacturing, when I am 
sure that it is not manufacturing, but the fact that we average all costs 
over high production items and low production items. 

dag 



THE EVILS OF 
AVERAGE COSTING 

A verage costing leads to the loss of market share. 

Given the normal accounting procedures of any 
business, some costs are assigned directly to par- 
ticular products sold to specific customers. All 
others are averaged, that is, divided among all 
products and customers. This leads to a misstate- 
ment of real costs and a potential competitive 
threat. 

Costs are a function of market share. The lead- 
ing competitor in any business should have the 
lowest costs. This low cost position allows the 
leader to make the most profit, charge the lowest 
prices, or add the most value to his product. He 
may do all three. In any case, there seems little 
reason to expect a low share competitor to be able 
to compete effectively, let alone to gain share on 
the market leader. 

In business after business, however, new en- 
trants gain share on the leader and displace him. 
In some cases, this is because the return expecta- 
tions of the leader are so high that a price umbrella 
is held over the competition. A competitor with a 
lower return expectation can enter the business 
and grow to a leadership position. In other cases, 
the new entrant practices an aggressive financial 
policy relative to the leader. With greater use of 
debt and higher retention, the new entrant, despite 
lower initial returns, can add capacity at a greater 
rate than the leader. 

In many cases, however, the displacement of 
the leader is the result of average costing. Al- 
though costs are averaged across the entire busi- 
ness, overhead and other costs often differ greatly 
from one product to another. A “focused factory” 
can produce high volume products much more 
cheaply than a plant designed for flexibility. As 
a result, broad product lines tend to raise the 
manufacturing cost of all products. Cost averaging 
ignores this and therefore overstates the real and 
potential cost of the high volume products to a 
much greater extent than the cost of the low VOI- 
ume products. 

The broader the product line and the larger the 
number and variety of the customers, the greater 
the use of overhead cost averaging. Since the leader 
typically has‘the largest product line and biggest 
customer base, he tends to do the most cost 
averaging. 

The costs to serve different sets of customers are 
also averaged. Usually all sales and marketing ex- 
penses are averaged across products in such a way 
that they are averaged across sets of customers as 
well. Yet different groups of customers have dif- 
ferent needs. Large buyers tend to be sophisticated 
users of the products. They therefore place greater 
emphasis on price and delivery than on education, 
service, and support. The result is that it costs less 
to serve the larger customers than the smaller. This 
is intuitively obvious. However, costs are rarely 
classified by customer group; the real differences 
in cost of service are hidden by cost averaging. 

Average costing leads to average pricing. Aver- : 

age pricing means that some customers are being 

; 
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In many cases, however, the displacement of 
the leader is the result of average costing. Al- 
though costs are averaged across the entire busi- 
ness, overhead and other costs often differ greatly 
from one product to another, A “focused factory” 
can produce high volume products much more 
cheaply than a plant designed for flexibility. AS 
a result, broad product lines tend to raise the 
manufacturing cost of all products. Cost averaging 
ignores this and therefore overstates the real and 
potential cost of the high volume products to a 
much greater extent than the cost of the low vol- 
ume products. 

The broader the product line and the larger the 
number and variety of the customers, the greater 
the use of overhead cost averaging. Since the leader 
typically has the largest product line and biggest 
customer base, he tends to do the most cost 
averaging. 

The costs to serve different sets of customers are 
also averaged. Usually all sales and marketing ex- 
penses are averaged across products in such a way 
that they are averaged across sets of customers as 
well. Yet different groups of customers have dif- 
ferent needs. Large buyers tend to be sophisticated 
users of the products. They therefore place greater 
emphasis on price and delivery than on education, 
service, and support. The result is that it costs less 
to serve the larger customers than the smaller. This 
is intuitively obvious. However, costs are rarely 
classified by customer group; the real differences 
in cost of service are hidden by cost averaging. 

Average costing leads to average pricing. Aver- 
age pricing means that some customers are being 

overcharged while others are being subsidized. 
_ This is particularly true if the overcharged CUS- 

tomers concentrate their purchases on higher vol- 

ume products, The problem is compounded when 
the leader institutes across-the-board price in- 
creases in times of inflation. Across-the-board in- 
creases, by their very nature, ignore the changes in 
product and customer mix which occur as markets 
mature. 

The new entrant in the business is forced to 
focus because of his basic cost disadvantage. If he 
hopes to be successful, he focuses on those sectors 
of the market which are being overcharged. He 
will probably charge less than the leader to pene- 
trate the market. It is only in these sectors that he 
can deliver product profitably because of the aver- 
age pricing umbrella. It may be a strategy born of 
necessity rather than insight, but it still works. 

The overcharged customers tend to be the larg- 
est and most price-sensitive sector of the market. 
The leader abandons them to the new entrant be- 
cause his average costing reports them as less 
profitable accounts at the lower price levels. These 
customers also tend to be the fastest growing sec- 
tor of the business. The new entrant not only 
establishes a base load business upon which to 
improve his relative cost position; he also grows 
faster than the leader. 

Continued averaging by the leader produces a 
new set of customers who are being overcharged. 
The new entrant grows rapidly, improves his costs, 
and expands into these sectors as well. Eventually, 
the original leader is displaced. Despite a basic 
cost advantage to start with, average costing and 
average pricing lead to a loss in share. 



‘f0: OF'ERATIOHS COMMITTEE: DATE: TtiU 6 r,AR 1980 2 ::09 PM EST ’ 
OF'ERATIONS COMMITTEE: @CLEM FROM: KEN OLSEN 

DEPT: RDMINISTKkTION L- jtii’it;A-A :!i ‘-I*./, 

SUBJECT : BOONDOGGLE 

9 --^---...---.I---- 
+ 

EXT : 223-2301 
LOC/MfiIL S-j-OF’: MLl0-m2 ~30 

:di9ital: INTEROFFICE M E M 0 
+ -m..--...---------- 9 

TO: Operations Committso Date: 6 March 1980 
From: Ken 0lr;en 
Kk?Pt: Abminir;tration 

MS: MLlO-Z/A50 E xt : 2301 

SUB J : HOONDOGGLE 

I am &3;2in hearing cowlzints that at the peak. tourist season our 
foreim subsidiaries 9e.t overwhelmed with visitors from the US 

_ who have to be erltertairled~ to tha betrinlewt of the local 
omret iorl, E%x~IJc.~ the local offices cm see no kwsirlrsz, masons 
for these trips or for the timin of thcxe tT.iFs, 2nd tr~ca~se of 

the obvious cost5 to the curporationt the time of the people 
rrlakinf-r the trip5 3rd the time of the reo~le cntcrtairtin~ those 
makird the tr.iF.sP the m~rla~euent irl ?4arr1awl is loosird the 
respect of Parts of the com~sr~~I 

1 am sure that the situatiar~ is riot, a5 bad a$j j.t appeay'sp but 1 

think. WC? ouSht to look irlto it, Eyerroncl who takes 8 trip work.5 
for Eiomeorle on thu Orerations Cummittee, Smwtimes 0lJr marla9e:~s 

think that watching these things ic. tha resPonsihilitr of the 
Office of the F’resident or F’erscmr~el P b!~t I thirk. it is the 
resPonsibilit3 of the ~3rai-r~ vice rresidsrrt. 
YOLi t0 N13k.e 

I wcx11d 1 ik.e each of 
B list of those people who are ‘s?:oins to Japan this 

‘Cherry t{l~~sSbn~ sea~orI zrl rJ 
v 

01 I ta ~~TIF~~~~~-iS-~-~-lsl.ld - ___ _---- 
rSiJrLri2 th0 rU+nllrlc;t, d . - 

se us orl ~ wiTa---- ---~-----,--~----';-- --T 
few WOY.OS descrlbir& the 

reason for the triPG __-..--- 

I think ol'lc h!Jlxk?red FeoPl.e werlt, to JWXI last Y@E$~T most, of them 
&ring the Chcrrls E{~CISSONI seasorl with thc;ir wives, I think -for% 
good tzu5irb3ss re izSor1s al-lcl to .3voirJ OutSidL? criticismt We ShoUlCi 

have SON&? dustificatiorl o1"1 rcxurd for these ty-iPs. 



+---------------+ 
: digital: 
+---------------+ 

INTEROFFICE M E M 0 

TO: Gordon Bell 

CC: Peter Boers 
Don Metzger 
Dave Brown 
Tom Campbell 

Date: 17 December 80 
From: Ken Olsen 
Dept: Administration 

MS: ML lo-Z/A50 Ext: 2301 

SUBJ: FCC TESTING 

I like the idea of having a simplified, standardized building that we 
can produce anywhere for FCC testing. We may want a more elaborate 
system to do fine testing when we are close to limits to prove that we 
can just pass the limits. However, for the bulk of our testing, we 
want readily available facilities that can be used while units are 
being fixed and adjusted to pass. 

Here’s a drawing of a unit which I think is as simple as anything 
we’ve come across. I think it is an important requirement that the 
antenna be enclosed in the air bag. The fins are fragile, awkward and 
have to be adjusted readily, and one must be able to see them to make 
sure they are in the correct position. This limits the length of the 
range. I, therefore, propose that we standardize on a ten meter 
range. This makes the distance of the antenna long compared with the 
length of the equipment we might have and yet, short enough to include 
the antenna and a workshop all in the same balloon. 

The antenna would then be thirty-three feet from the test table, and 
this would allow just thirty-three feet behind the test table, a 
workshop and office area, and a place for the testing equipment. 

This means that if there is fourteen feet fr\m the end of the balloon 
to the antenna, and if there is thirty-three ‘feet from the antenna to 
the table, and thirty-three feet from the table to the work area, and 
forty feet of work area, the ballon should theh be one hundred twenty 
feet long. The width could be anywhere from f&ty to sixty feet. 

Probably the easiest way to make the floor is just to pour a concrete 
slab. We should be careful to be sure the reinfbrcing rods are 
connected together so there is a fairly good ground plane between the 
table and the antenna. There should be a trench kormed in the slab, 
in the antenna area so that we can change, 
things with the antenna. 

adjust bnd do various 
I think the table should\be about ten feet 

in diameter, and should be power-driven, then when we cast the floor, 
we should leave an opening big enough for the table. 

We should also leave room in the slab for a number of pieces of 
plastic pipe to carry wires and cables. 

I think we probably would want to have an outside fiberglass outhouse, 
ion site, and bottled water-for d rinking like they use at a’construct 

and no plumbing at all. 

KHO/er 
KOl:S1.41 
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PLEASE CIRCULATE. 

TO: OOD 

FR: GORDON BELL , 

~.- 
TZ-l/T32 ’ 

. 
._ SI AYLC, fM%-iiTW 

-SAM FULL-t- 

PLEASE RETURN TO GORDON BELL, ML12-l/A51 



TO: @pet-at ions Conmi ttee DATE: 
FRON: 

April 5, 1977 
Ken Olsen 

DEPT: Administration 
EXT: 
~~~/bd3?~p : ML 12- 1 /ASO 

NEW RULES FOR GROWTH (FOR WOODS IJI SCUSS ION 

se1 f-financing. We will develop a new definition of Return On 
Resources which is more r;p,aningful and which will still t;e very cw 
simple, and for each R.O.R. there will be a certain growth level. 
We will probably average last year’s actual return with next year 
promised return to get next years allowed growth. We might avera 
last years actu31 with the next two years promised to get tentati 
budgets for two years ahead, but budgeting will become so simple 
that we can change the budget two years away as the next year develops. 

New product 1 ines will not be expected to be self-financing, but 
we will pick a period of time such as three years after which 
they have to be self-financing. 

I: the coi+any does we1 ;, we wi i 1 have the chance to raise I:K)I-e r:mney 
for additional growth. Ttiose product 1 ines that are doing so we11 
that the company can raise these additional funds ray request use 
of those funds for additional growth. 

I think we can inprove R.O.R. calculations by simply adding a 
factor for high production inventory and capital costs. If, bY 
some simple formula, we assign a certain ar;ount of capital depen- 
dent on what people receive, we might have a simple calculation. 
We can have materials in three categories: those which we buy 
outside and never see, those we buy outside and work on in inven- 
tory, and those which we manufacture ourselves. I f there is a rate 
for each of these categories, we might sir;lply calculate an addi- 
tional inventory cost and nake the calculation simple. 

/jt 

7 April 1980 

From: Ken Olsen 

For your reference 
‘ 



COMPAtJY CON F I DE IT I AL 

OPERATION 
Hinutes of 

Attendees: Ken Olsen, Pete Kaufmann, Andy Knowles, Stan Olsen, Gordon Bell 
Win Hindle 

Rotating Members: George Chamberlain, Jack Shields 

Guests: Bob Lander, Ed Schwartz, Ed Finn 

The minutes of the March 21, 1977 meeting were accepted as written. 

KEN’S CURRENT TOPI’CS 

Ken started the meeting by reporting on several key decisions and issues: 

1. We have established a new rule stating that all purchases of land 
and buildings wil I have to have the @oard of Cirectors approval. 
The board will be asking how individual approvals impact the 
corporation’s Capi tal Plan. 

Pete inquired as to whether he could batch requests for approval. 

. Ken is searching ror a method by which we can measure al 1 product * 
lines on whether they are self-financing. This means we are ready 
to go further than our current ROR neasure.ment. This is an important 
change which is necessary to help them understand the significance 
of our cash needs. No established product line will automatically 
be allowed to grow any faster than they may self-finance. We wi 11 
establ ish rules so duct 1 ines which can not be self- 

sonable grace period. 

additional resources to the successful product lines. We will 
work out the details of this process in the April Woods. 

3. The Budget Process has got to be simplified. We are currently 
spending an enormous amount of time in the details so that no 
one is willing to change their plans. This is utter nonsense. 

4. We wi 11 attempt to define the job of the Marketing Vice President 
in the Apri 1 Woods. Ken sees this as a key change in the corporation. 

5. We are still not satisf.ied that the Order Processing problem has 
been resol ved. Win feels that we are doing better but have a 
long way to go. 



COMPAN 

OPERATIONS COMMITTEE 
Minutes o 

CAPITAL PLANS 

Ken expressed concern 

Y CONFIDENTIAL 

Page 2 

over the process. Bi 11 Thompson reviewed the 
changes to the planning process. 

George Chamberlain reviewed the changes in the Capital Plan--our use of 
capital is creeping up. His major concern is inventory. We do not seem to 
have a handle on this. 

Pete Kaufmann felt he was in good shape --he has twelve weeks and expects 
to maintain it. George continued to push for an inventory guru. Ken felt 
the ROA approach will solve this problem. 

UNSCHEDULED ITEM 

Ken has asked the Travel Department to list all employees traveling to 
far off places and why. This will be supplied monthly along with the pink 

Al started the discussion by reviewing the process--It is a start--It 
must be tested. 

Bill Thompson reviewed data and the approaches used for allocation. 

We will do June as usual, but use the ROA model. ~~78 will be constrained 
by the manufacturing allocation and FY79 by the NOR constraints. 

Any product line wishing to propose more NOR will do so on an ROA basis. 
The high ROA PL will be allowed to grow. 

Ken is disposed to give any ~~78 increment to one or two PL’s to control 
expenses. 

Ken poked at what is an efficient level of manufacturing to operate in FY78 

Stan agrees to ROA but is worried that we don’t understand the impact of 
how to calculate. Also worried that self-financing of Field Service will 
allow them to grow too fast. 

One set of plans is necessary--Bill will integrate. Capital plans are 
essential to this process. . 

- - -  -  . - - . -  

.Nagog Square was approved with little discussion. 

.Bob Puffer reviewed the Tewksbury facility proposal. It will be for 250 
people primarily in the mid-range 11. 

._ ._ --. -- ._...- --- -----. , 
___ e-1 - _- . - - . 



TO: Operations Committee 
6 

DATE: 12 MAY 1977 

FROM: A. M. Bertocch’ 
DEPT: Finance G@ 
MT: 5311 
LOc/MAIL STOP: PK 3/A!56 

SUBJ: PRODUCT LINE SELF FINANCING MODEL 

The Product Line Self Financing Model we discussed in the March Woods has 
been developed. It is not, as discussed in the Woods, precise; however, it is 
a reasonable reflection of the Product Line generated cash and Product Line 
asset levels within a tolerance of + or - 10%. 

A preliminary explosion of ROA Data OS developed from available budget 
information indicates that on a corporate basis and for the hardware product 
lines, meaningful statistical comparisons and reasonable conclusions can be 
drown. We were unable to generate asset allocation for non FAbT Product 
Lines at this pass because of a timing problem. Therefore, these product lines 
(CSS, TPL, TRNG, F/S, SP, SWS) were treated as a group in this analysis. 

The attached exhibits were generated from the March Pass. (9 months actual 

plus Q4 budget). A complete set of Product Line statements is available. 

We will acquaint the product lines with the use and understanding of the 
self financing data. This will enable us to use this data for purposes of 

establishing and/or confirming budget levels by Product Line. 

I will explain the process and the methodology at the Operations Committee 
meeting. . 

/ mo 
att. 



PRODUCT LINE ROA RANKING 

' Exhibit 1 

Rank 

1. 

:: 
4. 
5. 

6. 

2 
9. 

10. 

11. 
12. 
13. 
14. 
15. 

16. TYP 
17. TER 
18. BUS 
19. IPG 
20. MIC 
21. WP 

FY 76 FY 77' -FY 78.'. 

PL - 

sws 
SPR 
TPL 
F/S 
TRN 

LOG 
TEL 
EPG 
OEM 
ECP 

LDP 
CSS 
DDP 
15’s 
10’s 

ROA % 
- e.. 

PL - ROA % PL - 

ST:2 
55.5 

;z-; 
31:2. 

sws 
SPR 
LOG 
F/S 
TRN 

A 

43:s 
* 
* 

sws * 
SPR 
LOG 42:I 
F/S * 
TRN * 

28.0 TPL 
22;8 TEL 
14.8 DDP 
14.6 TER 
13.4 LDP 

.I. 0 
22.3 
15.1 
14.0 
13.8 

TPL 33.6 
TEL 17.8 
TYP 17.5 
EPG i 16.7 
DDP 16.6 

12..4 OEM 12.8 LDP 
11.4 css t css 
10.4 TYP 12.0 BUS 

9.9 BUS 11.9 IPG 
9.5 EPG 11.2 OEM 

9.4 ECP 
9.3 IPG 
7.7 10’s 
2.6 15's 
NEG MIC 
NEG WP 

9.6 

67:58 
6.7 
1.2 

W 

TER 
MIC 
ECP 
15's 
10’s 
WP 

ROA % : 

* The CSS, TPL, TRN, SWS, SPR, and F/S Group has an 
ROA of 29.3% and 31.9% for FY77 and.FY78, respectively. 

15.7 

15:4 
15.3 
13.0 

11.2 
7.8 
6.4 

5”.9 
N.eg 

.  

.  9 

11 May 1977 
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Exhibit 2 
- --.-- -----^ -.-_-_ 

. 

-P/L- CONSOlzIDATED 
LCG 

HICRO- -TERH----- LOGIC--- PDP-B- OEM------LDP --I ND-----EP&--&S&--&~~~= 
TYPE TFL DDP TELCO WRLl PRO HUS ’ SPARES TRN F/J z*s 

L 
-- -- -..----.. -. - .- - 

BUD Pun BUD Bun Bun - '. Pun DUD DUD 
77 a1 77 02 77 R3 77 u4 78Ql 78 02 78 G3 78 R4 

---- - ---L---u--- --- mm- 

-- NOR _-- - .- 204883 ----237380-----283633-- 327106 -309799. -353790.---'401873-----457559 

ASSETS USED 
--* ..m-.YIIImI -.--- -. --_-. ------- ..-. .- - -.---__--___-__ ____ -___- 

F/L INVENTORY 116199 131436 137616 146005 157670 171657 190274 195310 
P/L ACCOUNTS REC 196311 216762 251052 278199 270643 317385 351146 

--HIGH UOLUHN ASSETS 206776 
379822 

-248784- 258224----286359 -322129 
FAET FIXED ASSETS 

-346048-- 
27762 27029 

369672-----38462- 
31026 41339 41079 46044 55976 

COPR, ASSETS 
63733 

78399 99170 105982 116598 133417 b.. 134170 143826 162703 
. ..- --. v-------s- --------------- .-- .--____ P----------I-- ---------I----- 

TOTAL ASSETS 625443 723179 783899 868499 921935 1015305 1110891 1186196 

--.. . ---.- ----- ----. -... -.-.--_.- .._-___._ - .-----_- -__- --- -.- ----_ 
CASH GENERATED 
OPnlPlePIDPIPP 

m-e -p/L CO,.,T,QI~,,TION --------------445163.--- 55676--- 7238= J ---- ---90626----73268 
LESS SHARED EXF 

-88519. 
1’173 13841 

----lOH998-------131717 
w L 17313 20158 17422 20127 23419 26631 

LESS FL 10 ALLOC - 3742 5436 8580 7133 u- 7537 9402 9289 10158 
._-_-._ . _ --._-- -. v----- ------- ---mm- -.--_____ ------- --------- --a .--em--- 

PBT 28298 36399 46492 63346 40309 58910 76290 94928 
LESS TAXES . 10896 14015 17900 24390 19323 23565 30515 37973 

---- _ _ -. . ----I_- ------ ---- -------- -------------- N-B ---v-m--- ---- 
TOT CASH GENERATED 17402 22385 28591 38960 28985 35344 45775 56956 

-- .- . . ---...- _I --- -. - 

ANALYSIS 
PPvwallm*I 

..---.-_-_ - ._-_.. -----.---_____ -- 
ASSETS 

INC/DCR IN ASSETS 69243 97736 60720 84600 53436 93370 95506 75305 
--- CUH. -ASSETS(INC/DCR) -69243 p-166979 -227699 -312299 --365735-59105 --554691 --629996 

CASH 
--- CASH. SURPLUS (DEF-) ----51841-- -75351 -----33139-P 45640-- -24451--- 58026 

-51841 -127192 -15L9321 -204961 -229412 -287438 
49811-- 18349 , 

CUHCLIVE CASH( DEF) -337249 -355598 
CUMULIWE TOT CASH 17402 39787 68378 107338 136323 171667 217442 274398 

w-m.- --_ -- - - -- ----.-- - -. 
RATIO 

PAT% 8.5 9.4 10.1 11.9 9.4 10.0 11.4 12.4 
------4CtTR+JE-ROAX -0X0 o-r0 -0ao l-47 3 14t4- --4-r-7 15*2- 1518 

. . .a.--- - * ,-_; ,-y,.. ,;r:;“,, --- ‘7 :y., (_ * ), ..I :t .>‘. c: *,;‘;‘::.:.,s,il;., . . . . . ‘. .- .- .I, , ,. .--.., - .-+,..-. . ,.--__. . . -,.. . . . . 



" 'Eithibit '2A 

Description of Product Line ROA Calculation Statement 
and Allocation of Non Direct Product Line Assets 

NOR 

Taken from OLBS/Fixed $ 

Product Line Inventory 

Taken from OLBS/Fixed $ 

Product Line Accounts Receivable 

Taken from OLBS/Fixed $ 

High Volume -Assets 

A factor (Assets per dollar of Transfer Cost by product group) 
is determined for each quarter. Each of these factors is then 
multiplied by a Product Line's associated $ requested for the 
twelve (12) specific product groups in each quarter to determine 
the Total High Volume.Assets associated with the Product Line. 
The asset levels are supplied by Joe Fargano's group, and 
include High Volume Net Fixed Assets and Net Inventory levels. 

FA & T Fixed Assets 

Projected Quarterly FA & T Net Fixed Assets are divided by the 
total Projected Quarterly Budgeted FA & T expenses to determine 
a quarterly factor. This factor is then multiplied by each 
Product Line's individual FA & T expense to determine their 
FA & T asset level. 

Corporate Assets 

Projected Quarterly Corporate Assets (Non Manufacturing, 
Inventory, and Product Line Receivables 'are divided by Corporate ' 
Product Line expense less Reserves for bad debt to determine 
a quarterly factor. This factor is then multiplied by each 
Product line quarterly expenses less Reserves for bad debt 
to determine the Product Line's rporate Asset level. 

.  I  
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. Exhibit 2A continued 

-2- 

Product Line Contribution 

From OLBS (8 Quarter Budget) 

Shared Expense 

From OLBS (9 Quarter Budget) 

Product Line 10 Allocation - OLBS 

PL 10 CHG =‘ f f x PL TC = Allocation 
Corp. -TC by QTR 

Taxes 

-385 in FY77 and .4 in FY78 

Cash Surplus/(Deficit) 

Cash generated in a quarter minus asset increase in a quarter. 

Profit After Taxes % 

Cash generated in NOR 

4 Quarter Average ROA 

Rolling 4 Qtr. = Sum Prior 4 QTR's P.A.T. t ,Prior 4 Qtr’s Assets 

4 

. . 



l Exhibit 3 

.I. 
2; 
3.; 
4; ‘. . 

,5; 
! 

6. 
* 7.: 

8. . 
9. 

10 

11. 
12. 
13. 
14. 
15. 

16. 
17. 
18. 
19. 
20. 

21, 

FY 76 FY 77 FY 78 

Cash Sur/ ROA Cash Sur/ ROA Cash Sur/ ROA 
PL (Deficit)$M Rank pL (Deficit)$M Rank PL (Def ici t)$M Rank - - 

1 sws 
SPR 
F/S 
TRN 

* 
* 
* 
* 

1 sws * 
2 SPR ” 
4 F/S * 
5 TRN * 
3 TYP 2092 LOG 3135 

EPG (1459) 
TYP (2050) 
lJIiC (4492) 
LDP (7230) 
WP (787 1) 

E?P 
TEL 
IPG 
BUS 

(9874) 
(13127) 
(13921) 

TER (23566) 
10’s (25467) 
OEM (80967) 
css * 

PRODUCT LINE NET CASH FLOW/ROA RANK 

- . 

15 LOG 746 
13 EPG (830) 
20 wp (3069) 
10 10’S (3070) 
21 ECP (3810) . 

8 IPG 
16 LDP 
7 BUS (?434 

z 
MI c 
TER [z; 

9 :-TEL . (25048) 
18 DDP (27556) 
11 OEM (62715). 
12 css- * 

TPL * 6 TPL * 
15's . * 19 15's * 

3 
9 

21 
20 
18 

. . 14 
_ 11 

13 
17- 
16 
7 _ _.. 

10 
15 
12 
6 

19 

* The CSS, TPL, TRN, SWS, SPR, and F/S Group has an ROA of 29.3% and 31.9% 
for FY77 and FY78 respectively. 

. 

11 May 1977 
. . 



Exhibit 4 ' * . . 

CASH FLOW AND ROA 
As of Q4 FY77 

t 

:: 

i: 
5. 

sws 3905 
SPR 1466 
F/S 5437 
TRN 455 
LOG 532 

* 
* 
* 

4i.8 

6. 

;: 

1:: 

EPG 1188 Il.2 
15’s 185 6.7 
TYP 616 12.0 
MI L 132 1.2 
LDP 3587 13.8 

15 
19 

::, 
10 

(2050) 

11. 
12. 

ii: 
15. 

WP (267) 
DDP 1681 
ECP 404 
TEL 2108 
IPG 1478 

W 
15.1 

2z.i 
7:5 

21 
8 

17 
7 

17 

’ (7871) 
(9438) 
(9496) 
(9874 j 

(13127) 

16. 

ii: 

ii: 

BUS 3832 11.9 14 
TER 2224 14.0 9 
10s 2464 6.8 18 
OEM 8968 12.8 11 
css 1020 * 12 

(254E7) 

* 

21. TPL 762 * 6 * 

PL 
44 

Cash Flow 
Q4 

ROA Rank - 7 

FY77 to Date 
Cash Surplus/ 
(Deficit) _ 

* The CSS, TPL, TRN, SWS, SPP, and F/S Group has an ROA of 
29.3% and 31.9% for FY77 and FY78, respectively. 

. 

Corporate 
Cash 

Adjusted 
Cumulative 
Cash Surplus/ 

Award JDefici tj 

11 May 1977 
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TO: Carl Angel 
Horst Mehlfeldt 
Paul Milbury 
Harry Murphy 
Rajan Nanda 

SUBJ: KHO REVIEW MEETING 

Below are the notes that I took at the 
reflect the flavor of the occasion. 

KEN OLSEN TALKING: 

_” 

Interoffice Memo 

DATE: 10 JUN 83 
FROFI: Ilene Jaco 
DEPT: Treasury 
EXT: 288-6464 
LOG/MAIL STOP: AKOl-3/BlO 

KHO meeting. I hope I can 

"Every time someone's given a job, they feel the obligation to change 
everything his boss did. That's what's going on right now throughout 
this company because so many people are in new jobs. 

"We did a smart thing in building three personal computers, because we 
didn't know what we were doing. Once we wanted to put everything into 
one, but as it turned out the one that everyone wanted to build is not 
doing the best, i.e. the Pro. That's the same problem Ford has. When 
they decide on a big or small car, they could build just one, but 
instead they build one of each kind so they can't lose. We can't 
gamble on one man or one product or one group. That's not obvious any 
more, emotionally. We want to play all the horses, that's my stra- 
tegy l But we can't play it the way the product managers have been 
playing it: that is, against each other to the detriment of the whole 
company. we also can't afford to do it. we spend too much time \ 

courting our oem's, promising them everything, which is even against 
our corporate policy. the only people that can't discount our pro- 
ducts are our very own stores. That's the only group in the company 
that's honest. I want us to be able to sell all our very best pro- 
ducts. This can be done both ways, both through the micro dealers and 
by ourselves. The question is how can we do everything. I believe 
it's easy. 

,When we decided to make the VAX, we decimated the low-end engineering 
group. We did the same thing when we decided to make the CT. Cur- 
rently we donat have much in the way of world-class engineers in the 
low-end group. The LCPS which is our hottest product is really an 11 
with a floppy and a Winchester disk. It's an old, old product and 
that's because the whole engineering organization in the low end is 
filled with tired engineers who've done nothing but create red tape. 
They wanted it that way so that they don't have to make anything new 
or strain themselves by doing any work. As you read magazines you 
notice that we're reported on less and less. Digital has less and 
less visibility as the premier engineering company. I want the non- 
technical managers to get out of here because they're tired and they 
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don't want to#o any work. I want to hire world-class engineers to 
help create t e 

/" 

new products for the future. 

"This is what I really want to do. I want to break down the company 
into three pieces as if they were almost divisions: (1) Division A 
would be a 

iI 
I OEM group, headed up by Ward MacKenzie in Marketing and 

Mike Dutto ' (?) in Engineering. They would operate as a team and set 
up an organization so that we can sell to OEM's without giving every- 
thing away. They would mainly sell VAX's and 11's. (2) The B group 
would be the end user group. In this group they don't like to give 
everything away. There will probably have to be a lot of groups 
(within B) because there are a lot of end users, but we must focus on 
this group and get for this group the world's best engineers so that 
we can meet the needs of the end user. (3) The C group is resellers. 
They would produce industrial standard hardware and software, 
it and sell it to micro dealers. It would be headed up by Joe P 

ackage 

Schwartz in Marketing and Barry Polsom in Engineering. 

"The rules of the game would be as follows: A could sell all their 
things and C things, but can't compete with the end users. The end 
users have the right to products as they see fit. (The OEM hardware 
business isn't a disciplined group and as a result of previous com- 
mitments we may have to live up to some of them.) The B group can 
sell all of A, B, or C products and the C group can compete with 
everybody but can only sell C products. 

“NOW I'd like to set this record straight on what the PC is. Theri is 
no real clean definition on the PC, but in my mind, the 10's and VAX's 
aren't all that different from the PC's. A mini computer is designed 
to grow to any size and do anything. This expansion costs something. 
All the PC does is cut away some of the things from the mini computer 
and put it on a job designed for one person. A PC is a single user 
piece of hardware unlike the mini that can have many users. PC'S 
don't make good business machines because of the fact that they're 
designed for a single user. I predict that the mini's will be the 
most significant product because it can be designed to be a low cost 
as a PC but have the growth capability. That's what I want to build 
and sell. It would,allow us to fight the competition. 

'Back to my idea about the 3 divisions. I've been working on it for 6 
months. I've been trying to get it out to everybody and listen to 
what they say when I tell them. But I don't want to write it down 
because I don't want it to go in the Boston Globe. That's the problem 
around here. Everybody wants to show how much they know and tell it 
to the Boston Globe. 

"When we started working on the new Digital, we wanted to accomplish a 
lot, but we started to get tired and we stopped paying attention. 
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Things didn't happen that should have happened. The product line 
should lay out plans with staffing, expenses and profits just like 
they always have done. But instead, they stopped doing it. The 
product line must know what happens to profitability when they change 
prices. They are saying, 'You can't ask me to do that if I don't run 
everything, if I'm not in charge of everything'. That's crazy. They 
have to know what the profitability of their products are even if 
they're not in charge of running the tactical business. They suddenly 
realized that they thought they were being frozen out of planning. 
Once they learned that they did have responsibility for planning, 
morale has increased tremendously because they do have responsibility 
for strategizing, for planning and for marketing. The mood is really 
up in the product groups now. 

"We've made some mistakes in the PC business. What we said is that 
we're planning to make "x" machines in the first 18 months and we've 
spent accordingly. But we were wrong. We tried to improve the pro- 
duct forever so it was too late. We pushed Manufacturing to produce 
two times what's required and we spent based on the plan instead of 
based on a realistic amount we could sell. We were particularly naive 
in announcing one year early and at a low price. We advertised 6 
months before the product was in the stores and all we did was help 
IBM sell their machines. That cost us millions of dollars. I'm going 
to have a strict rule that there will be no more advertising products 
until they're in the stores, and support is all lined up and then 
we'll hit it hard." * 

SHEL ARONOFF then presented the QS and fiscal year forecast. While 
the numbers are really quite bad for 04, next year appears to be 
significantly better. The major reason is that bookings had been flat 
for a year through Ql of this year. Then in 92 and 03, it took off. 
04 looks like it's at the significantly higher level as well. 

KEN then commented, 'The hangup with you guys is that you present data 
like this but don't do anything about it. Senior management should 
not be expected to do all the work themselves. I want the finance 
department to do the work and to make the decisions. Don't expect 
senior management to make all these decisions. I believe we're wast- 
ing our money on advertising but no one challenges those decisions. 
You people in finance have to be able to challenge those decisions. 
Instead, all you do is cover it up. All our mistakes in engineering 
and advertising have been covered up. No one's learning by our mis- 
takes because we won't even admit to them. 

"Besides, there are two ways to do budgeting: the Massachusetts way 
which is to decide how much we're going to spend, spend it, and then 
finance it afterwards. There's also the New Hampshire wayI which is 
to spend only what we take in, squeeze every penny to make the numbers 
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come out right. We used to do it the New Hampshire way, now we do it 
the Massachusetts way. We must to struggle to get back into doing it 
the way we used to. Only if the product lines understand their full 
costs and revenues are we going to get back to the way we did it 
before. Each product group must have to go through hell, travail and 
ordeal. That's the creativity. That's the struggle. 
for us." 

And that's good 

BILL STEUL then commented, "The product lines used to have the respon- 
sibility for profit. You've taken it away. How do you expect them to 
struggle without the profits incentive." 

KEN answered, "What's missing is a plan. They don't need to see the 
profit. What they need to see is a full plan. 
prices without seeing the impact on their plan. 

This year they lowered 
By the way, there's 

another positive message that I think all of us should be getting out, 
and that's that we've decided to get out of the Jupiter project. I 
see that as nothing but positive. 
customers into the modern world. 

We had to bring ourselves and the 
The cluster concept works, the PC's 

are changing the way computing is done, and we're smart to abandon the 
big, high-end Jupiter kinds of systems. By the way, I also believe 
that two-tier profits are the solution to our problems in motivating 
the product groups and the field." 

BILL STEUL then presented the Q4 Pro and Rainbow forecasts and some 
thoughts on next years plan. For Q4 the plan is down $24 million; the 
software problems continue to be there on the Pro. 
not moving our products. 

Computerland is 
They say the reason is that we haven't done 

a good job getting software for our products. Also, that without the 
color and graphics capability that we're not competitive. 
certainly won't help fix these problems. 

Advertising 
Also, the order rate is 

behind plan. There's been a systems failure in OA; we've been pro- 
cessing all orders by hand. 
tory. 

The information systems are unsatisfac- 
We're going to have to slow down production in 01. The high 

level of inventory at the end of*04 is starting to be visible. We're 
going to have 12,000 Rainbows in inventory at the end of 04. As far 
as the terminals business is concerned, it's losing focus. We're not 
managing the authorized terminal distributor channel. Bookings have 
been flat for three quarters because of the loss of focus and because 
of the delivery problems,. 
the 10's and 20's, 

LCG is still scrambling to get orders on 
-but we'.re probably going to have to set up a rental 

program to move some of these things. 
bow, Pro and DECmate II, 

For the three products, Rain- 
we plan to ship between 42 and 46,000 units 

instead of the original 103,000. Rainbow is close, 
and DECmate II is only half of budget. 

the Pro is way off 
Against a revenue plan of $571 

million, we're going to come in somewhere between $249M and $231M. 
Operating profit, instead of being-zero, will be between a loss of 
$148M and a loss of $154M. That's a margin of somewhere between a 
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-59% and a -67%. Our real concern is that the build plan for next 
year is over 300,000 units, when we can only envision shipping 70,000 
for the first half of next year." 

KEN then cut into the conversation and said, "I propose that we're 
going to have to do some tough things to survive in the future. Don't' 
anticipate that some of the things that have to be done I won't like 
and so you don't stand up and propose them. What would happen if some 
other company bought us? They would cut us back to a size that we 
could operate at profitably. Perhaps there are some products we have 
to get out of, or some markets we have to give up. If that's neces- 
sary, we have to do it. We can't operate with our cost structure the 
way it is." 

Then KEN turned into a positive mood and said, "All these problems are 
starting to have some real good impact on the company. For success- 
ful, hard working people, there's no such thing as a recession. If we 
put our management energy.into attacking the enemy, we'll win. We 
won't'beat them by doing it the way we did it 10 years ago, but I see 
the end of the problems for us in sight as we finally start moving off 
of tired old engineers and we start hiring some world class engineers. 
The new Digital is still the way we ought to go. I still believe in 
it. We just abandoned the product groups too quickly; we demotivated 
them too much. But now that they're going to have a plan again, 
they'll make us win." e 
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6U3JECTa 11/23 AND RXl2 FU:>PPIE3 

MT£1 ru-: 11 NIV 1980 B: 38 Nii EST 
F" ... I l<t:N llSEN .,rs AIMINIS'mJ\TlON 
EXT: 223-2381 
LIC/AAIL STePa NLl0-2/ASO 

I had an ll/23, a pair of RJ<82 flon,leo ,ir"WI n letter ,,aal lty 
pr inter delivered ta my home. I'm terr tbl y t.!lnl>.irr"~:;ed by thnsci. 
I've never Gr.en %;UCh s;oor moc:hanlcal clcsl,Jn Mil :.,w:h 1x,or sy-Jt.cm 
thlnklD:J. 

WUl ~u send a note to me s.1yinlJ: 

1. ltlx> deslgMd these lll l ts? 

2. \14)0 rucka9cd them? 

J. W10 approved them for f\1nuCacturln<J? 

4. ~ awrova:J them for Field &?rvicc? 

I think it' a time W! ldentl fy ..t10 does ll'Or <le:dgn ,'lnd make sure 
they don't do design for us .14Jain. For ~,us w>' vc been doirl<J 
px>r design, keep doing lt, and I think M?' re anb,irram,cd to u~t 
out WlO does the p,or design MXI, therefore, w never ~top lt. 

I'd like to know WIG looks over the w10le s~;tem t:.o S-'•Y th.,t lt 
la • proch.ct we'd be prou:I of. 

'1111 L(lP came In a box Walch 11\llt be five fe\?t tall llncl so big ft 
'-Dn' t go throUJh most of the doors ln my house. ~ P'()ple hav• a 
terr lble time carrying the •pty box wl thout tho t.llble ~ 
pr Inter In It. Inside there' a a pr Inter "1lch ls jtr.t the sl • 
of an IBM t)'pllwrlter and p-obablyll9hter In weight. We probably 
had 9ood reaaons orlglnelly to p,t the printer on a table and 
then the box m lt \oiOUldn' t get dMaJed, hut no one stoA>ed to 
thJnk of how mu:h space wt wssted, how tnu:h w,reh>use s11t1c:e wo 
wasted, how hard lt ls to ship, and the overall cost. 

1he unl la • micro-processor on four dml bo.,rdu w,lch tc1kcs 
very l lttle apace but they' re PJl in c1 hu:Je ntcol hox '-'alch ls 
very heavy, very hard tn carry, and q1ltc vulnarable in shltf>lnq. 
I don• t know why w bother making lar,Jo scalr. lnt.eqratt."'-1 circuits 
\o.ohen we put them In boxes like this. All our w,rk ln integrated 
circuits ls a waste and our 111ckaqh19 Is HO dunb. \\le t?vcn do 
things l fke nrlt taking iklvantaqe of the n1ct,1l ruvcr:; for 
shielding because we don't gro,rd tho covers. 

'Ihe dual flowles are put In a hU]e n,etal hox w,lch the 
automobile lnch.otry 1-Uuld l>e cnoorrantied to <~ur d1ip. It's •ftt 
and trim• ls terrible. tt> WlY can ~u m.,k~ the trim look good. 
111c floR)les take ~ awroximatcl y a third of the vol""'~ of this 
box aoo the rest ls empty alr or (X>Or desiqn. We '-Cnt to new 
small flowles because th1 s box 1s so bl'). M~>01.ly in their 
right mlnd w,uld have made a box to flt the floppies rather thc,n 
make mall nowlea. We could PJt snail floJ:ples in the same big 
box and gain nothing. 

1hls eq.Jlpnent ls filled with loosa £",Crew., each of "1lch has a 
separate washer n a separate lock washer. I am rot canpletel y 
unhandy In taking things Apart and pJt:tiBJ UlCIII tn<Jethcr, but I 
have a terrible time vlth all these loooo screw and Wishers. 
I've lost one 1ia&her lnslde the e(fJlpncnt Wilch I'm nfraid ml')ht 
cause trolbl~)ater on Wien w turn It on. K1ny, mMy years ~o 
people learnAnot to put things together this w-,y. 

Gordon Bell says the Japanese are c:omh~ becau.'1e o( their 
flnanclnr,J and better manufacturing. 1hey' re ,3011") tn ki 11 ,a by 
bettor design. 1his ls ahmlutcly atrocloWJ ,1nd 1 w;mt to know 
'Illa did lt am llootx> awrovoi lt. 

1<1-D/on 
13.10 
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