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The Southern Railway System is presently using a Model 11 705
with two TRC's and 16 tape drives. During the first quarter of 1959,
this use averaged three plus shifts. The main frame rental during this
period equaled approximately $65,000 per month. The largest part of
Southern's present use of the machine is made by the Accounting De-
partment. This department has two main locations, Washington,D.C,,
and Atlanta, Georgila. The comptroller and his staff are located in
Washington, D, C. The freight accounting group which accounts for
the largest single use of the 705 is located in Atlanta, Georgia. The
machine itself is also located in Atlanta. The Accounting Department's
35 to 40 programmers are about evenly divided between Atlanta and

" Washington. The account is handled by the Atlanta Branch Office.

Mr. Durbrow works out of the Atlanta Office, but {s stationed in Wash~
ington,D,C,, where he works full time with Southern's Washington
departments.

The 3.3 shifts of average use during the first quarter of 1959

does not tell the entire story. The Accounting Department has three
peak perlods during the course of each month. Some exceas capacity
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is needed to propevly handle these peaks. The Accounting Depart-
ment's use of the machine breaks down approximately as follows:

55% for freight accounting

35% for payroll processing
5% for stockholder accounting, and the rema.ining
5% for miscellaneous

Southern's management regards these applications as very profit-
able. A comparison of the total operating cost of the Accounting
Department at the time the 705 was installed with current total op-
erating costs indicates an annual net saving of over $1,000,000 in
spite of an increased work load. For this comparison, current
operating costs include all programming costs as well as the am-.
ortized value (over only five years) of all capital expenditures made
in connection with the installation. The savings effected in other
departments as & direct result of the accounting pregram are not
included in this millien dellar figure.

'The machine's third shift {s assigned to Southern's Opexr-
ating Department and is used by that department for analysis of
fraight car distribution and utilisation. The aim is to minimize
rental paid on freight cars belenging to other roads. The potential
savings in this area amount to millions of dellars per year. This
department has its own programmers and machine operaters. The
programmers are located in Washington. The extension of the Op-
erating Department's car acceunting application is being held up by
difficulties in reporting input. Mr. J. 5. Seeley, who heads up the
Operating Department's machine effort, was hired three years ago-
by Mr. D. W, Brosnan, executive vice president and head of South-
ern's Operating Department, to study and implement a real-time
slectronic rallway operating system. Lack of adequate available
equipmaent has been named by Mr. Seeley as the main reason why
more has not been accomplished on this real time system during
the past three years. More about this in & momaent.

Southern's equipment attitudes are quite flexiblae, ’They are
not overly cost consclous. They take a long view on equipment in-
vestments. In the past, equipment decisions have been made quite
informally. In fact, they are proud of not spending large amounts
of money on feasibility studies which they feel would have arrived
at the same con¢lusions anyway. The 40% rate on extra shift usage
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is not overly important to them. They are net particularly anxious [
to have the ratio of extra shift to base shift hours as high as possible.

In fact, they see advantages in the more powerful machine which

would allow them to have a one shift operation even though that one

shift would all be at the base rate rather than at the reduced extra

shift rats. This would allow them to have excess capacity for hand-
ling their peak loads. Although it shouldn't be over estimated, pres-
tige value {s certainly important to Southern's management. They
pride themselves on being the first railroad in the country to be com-
pletely dieselized. They have also made much of the fact that they
were the first company in the country to have a Model II 705 with TRC's.
They like to be regarded as progressive. They are genuinely convinced
that being progressive will yleld real profits. They like to be ahead of
their competition. Southern is not afraid of a "one of & kind" situation.
They are canfldent of ont ability to keep our machines in operation with
only reasenable periods of unexpacted down time.

The Accounting Department now has in preparation a passenger
revenus application which will add approximately 10% to its portion of
the total machine load. They have no other major applications currently
in preparation. The rate of grewth in the Accounting Department's use
of the machine is leveling off. They appear to be entering a consolida-
tion phase. However, there are several good indications that the use of
the machine by the Accounting Department will continue to grow in the
future, Firstef all, the present applications are largely punched card
oriented. They are 705 implementations of previeus punched gard sys-
tems witheut too much changs. Mr. R. B. Currey, the Comptroller, has
already used the machine to accomplish certain changes in the Accounting
Department. He has stated a desire to reorganise his department around
the electronic equipment. He would like to streamline the system and
take much more advantage of exceptions type reporting. Since at the

same time he must satisfly vrequirements of the Interstate Commerce Com-

mission and the Assoclation of American Railroads, this effert will un-
doubtedly lead to increased machine use. In additien to this, the value
of statistical reports to other departments has besn ¢learly demonstrated
by present applications., There is a stated desire for more of these re-
ports. They will be produced as a by-produet of the accounting applica~
tions, but will still require additienal machine time.
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Southern Rallway has a Model 1II 705 on order and scheduled
for delivery in June, 1960. The configuration on this Model III totals
about $65,000 per month. They also have a 7070 on order. They have
no intention of taking delivery on both machines. Their attitude has
shifted within the last six months frem the 7070 to the Model I 705,
but ne definite action is being taken. They are really waiting for the
announecement of the 7050. A study of their present applications in-
dicates that they are 60% tape limited and 40% precess limited. Based
on this they figure that they will get 35% more eapacity for their ac-
counting applications with the Model III 705. Most of this will be in
the tape avea. The Operating Department claims that it is more pro-
cess limited, but has not taken the same effort that the Accounting
Departmant has to substantiute this, With a desire for internal speed,
Mzr. Seeley has examined the 7090. At lis request, Mr. Durbraw pre-
pared a prapoaal for a $55,000 7090 configuration. In the absence of

~ preven abilities to implement the real time operating system, Mr. Seeley

felt that he could not justify the 7090 with Operating Department appu-
cations amly

Mr.' Seelay probably has as one of his leng range geals his own
machine. In addition to considering the 7090, he likes to talk to our
competitors. His own experience in the field began as a UNIVAC pro-
grammer. He retains positive racollections of that experience. In -
his search for equipment which he considers capable 9f handling the
real time operating problem, he has discussed most of the competi.
tive squipment. Mr. Brosnan has for his long range geal for this
application the actual operation of the railroad with a glart computer. i
as the nerve ¢onter. The machine would be tied in with the railroad's |
own communicatien system. Remaote real time input would be received
from all parts of the system. The computsr weuld have to be available
at all times. In its pyest advanced form the application weuld probably
require & standby machine. There certainly will be quite a number of
steps which will be necessary before this final form is reached. But
the important point for now is that a machine of censiderable ability
and capacity {s needed to even experiment on any sizeable portien of

this application. If that machine couyld process at the same time all of

the current applications which are costing Southern Railway approximate-
ly $68,000 2 month, a large portion of its cost weuld already be paid.
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Beuthern's Accounting Department contrels the present machineay
Thelr applisations justified its installation. As long as they centrol the
machine, they understandahly waut te justify any ghange to mere power.
ful squipment on the basis of tholr own workload. The 7050 will probably
satisfy all anticipated growth in the Acceunting Department's applications.
But the Operating Department needs a more powerful machine for thelr
applicatians, papticularly the real time system. Bessuse this operating’
system will be slow to develop, some help in justifying the more power«
ful machine in the way of geing applieations is needed in the meantime,
Becauss of the probable outgeme the Aceounting Department will be some-

- what reluctant to see their applications form the basis of justifieation for

the machine nseded by the Operating Department. The Operating Depart.
ment {s actually the more pewerful of the two in ¢orperate structure. It
is expected that they will refuse to commit any majer portion of their op-
erating system to 8 machine not under thelr sontrol. The sventual size
of the resistime opayating system is such that the logiesl control of the
machine will fall in the Operating Department. The Aggounting Depart~ |
ment ean hardly be axpocted to be entlmbiastic abeout the use of a 7030
since the 7050 will be adequate for their applications. Common use of ;
a more powevful system risks eventual loss of control te the Operuting
Department. On the ether hand, management in both depastfients is :
sufficiently cost conseious te ba ncaptiw tu thn uvinga wh!ch would
reMtirm 030 use. 7 s T . AR U 1 R

“ »m:sidontion of shared use with another gampany bringuhbout
an interesting reversal in Pusitlues. Traditionally, ecompetition in the
railway industry has been {n the eperating end of the business rather
than in the Ageounting Departments. Regulation by the Interstate Com«
mexce Commission, ‘dpmmon gceeunting practices agresd upon through
the Association of Ameriean Railronds, and the splitting of freight reve-
nues has greated an atmosphsre of cooperatian in matters of accounting.
As & result of this, there would probably be rselatively little antagemism b
in the Aecounting Department to the idea of sharing the use of a very.
large machine with another railread, On the othey hand, the Opqutlng
Department weuld praebably be very strengly against it. Questions of
avallability of equipment whenever needed would be gertain to arise.
Proprietary security weould also be a serious problem in any shared
use. The Operating Department might censider use with ansther type
of industry if all of the details of sharing a machine with a real time
system ¢ould bs worked out.
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In & number of ways, Southern Railway has shown itself willing
to spend large amounts in order to make significant advances in the
business of railroading. Indications are that Mr. Brosnan considers
the real time operating system such an advance. The desire to work
teward this end built on the base of the accounting applications that
Southern already has on large data processing equipment would seem
to make the Southern Rallway System an excellent long range 7030 pros-

pect.
E, G, Law
BEQGL:jcs Planning Representative
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