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C:L\PT~R I 

T:-m PROBLE?-I ~\ND DE:r!'Il'TITIONS OF TERl-TS USED 

~he small businessman has the constant problem 

oE doi~~ many different jobs, usually not having time 

e~o~gh to do each job tho~o;J0hly. This type of business 

is not able to afford costly non-productive ailiQinistra

tive and clerical help to perform these jobs. In ~any 

cases, at the present tirQe, the quality of help needed 

is not available at any price; in other cases the supply 

of help that will work for small businesses has bee one 

llO:i'1-8xistent because of better fringe benefits 1':1."0:':,1 

the larger companies. In effect, the employee benefits 

given by large companies have eliminated the small 

businessmful from the competition for perso~Del. 

In addition to being more competitive in the 

nersonnel market, large companies have overCOlne the tine 

consuning delays in record keeping, stock control, 

back-order control, and other information processins 

tl~:""oUGh the utiliza.tion of automatic data pl"cces::::ing 
• ..l.. • .l"l.ystems, thereby becomi2:"~ more competitive In SaL-lS.J.ylng 

tbe customer's wacts. 

:·lany small businessr:lsn have adjusted to these 

c~}petitive problems by utilizing automatic data processL:3 



---

? 

sc::,'.Ticc cen:;e:.."s. The d~t2 processinc service centers 

;:;":'~8vicle the small b-~siness~'18.n Hith the p::'ocessinG of 

his data on a fee basis deterr~ined by the amount of 

t:'Yl8 i"C tc.l-:es to accomplish :;~~e processinG. Because 

tLe cost to the snaIl businessman is for the size of 

t~e job done and not ror a full month's rental of the 

~qu:'yment the cost becomes feasible. 

I. TI-IE PROBLEZ 

Stateme~t of the uroblem. The adapt~t:'on and 

~se of the com.puters by larGe COD~~1ies to provide fast 

a.:.-.lG. ec.onm-:lical handling of accou.:'1.ting data, along Hi til. 

~~l~~:in..s available :r.1ore cOrJ.:;.;lete information in a ti::J.ely 

~ ,. , 0 d .1-' 0, , "1"' 10 0:>..c...S_'llOn l1as l.l-nprove managemenv aeClSlon ma.l{lng aOl l"CY. 

~he computers are now available to the small business

::J.a~ as an outside service. This is the adaptation of 

ideas and practices developed by larger concerns by 

s:::.all businesses to :.n!prove their ma:1.agement and over-

u __C ,..,." the :?roblens 0 o~d data ~~d ins~ficient person2cl. 

~'1.e ~Ul~pose of this study is to investiGate the use 

0: ~ata ,~ocessing service centers by small businesses 

O

~T.'r'.... ]rl l.:1 'l'~OOY,C>... c;, -'.T"'n"-r,,,.-....... .1-'1rlJ L~ oC ,-1,~_) ... _0._ ... ,. _._ .1_ (''''0--'-'7"'
an.... :.. G--A. ..... ... 1"-_ ... ~~c __ 7'\~n"....<;.-'e1"')e-nt ,,_ _
 

--,~.!..-': • H - T ,...,~ 11'-; -;"'. R" -;., d D 1..,...·-j T l('~~
t,;'__ J~_on, -,-_no-,--",," lc~~ar . ~ _~c., _ /V../ J ,~_Olr~e:TOv\..;" ~'J~n, 

.., 'l1...1. ...J.._•• 
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~~ the Kansas City area to determine ~~~at, if any, 

s=-:-l:;'lari ty exists betHeen the uses made of computeT's by 

1c.2:'.::;e conpanies to the uses made by small bllsinessme:~1. 

II. DEFIN~TIO~S OF TEill1S USED 

The folloVling terms and 1-lOrds are defined to provide 

clarity of thought in this study. 

~ Small Business. The Small Business A~ninistration's 

criteria for "small" have been used here. In general, 

a small business is independently o~med and operated and 

is not dominant in its field of operation. 2 

-~ ~~ Computer(s). A device with internal storage, be ..l..v 

core or other type of stora~e, that Cfu"1 be progr~~ 

internally rather than externally.3 

., .On .Llne. In the tele-processing systems sense, an 

on line system ellllinates the need for hunan intervention 

between source recording and the ultimate processinG 

. 4by a compu-cer. 

2James L. Gibson B...."1d TrI. ~Jar~en Haynes, ACCOUl""lt~_::::; in 
S=all B~siness Decisions (Lexington, Kentucky: University 
of Kentucky Press, 1963), p. 2. 

3~lalter ~,!. Finke, ilComputers Yesterday, Today and 
To~-.:orro..,,;," Credit and Financ:'al ?.fanagement. Jan., 1966, pp. 13-20. 

).1- - 1m . James 1"0_1:'.
T:1 -r es, Data Transmission and Data Proces3~~~ 

-T-'- T7l R' d D bl~h -------r 1 0 7 ~ -- 6 1_.4.D~ctionary (New York: UOr'L"11:'. LJ. 81" .loU _lS er, .Lnc., ~/o;·), iJ. 



J Daten processing. The accumulation of like data 
c 

in~o larGe batches for economical or efficient proces3i~s.~ 

Data Processinp;. A generic term for the operations 

c~rried out on computing and auxiliary equipments especially 

s app1 ~eQ · , t 0 b" Sl·t.1-" 6USlness uavlODS. 

X 7rosram. Series o~ sequential instructions required 

~or a computer to perform an operation or operations. 7 

Punched card equipment. Units of equipment refer::·;.:;G. 

to as unit record equi. pment 3uch as key punches, sorte::';;), 

collators, etc., that use punched cards as informatio:; 

media. 8 

Un-struc tured intervie VI. The s tirrlUlus and resljOn'::.2 

of the formant is left free so that any answer is relevant 

~~d acceptable. 9 

Xansas City area. The metropolitan area that ~~clud~8 

beth Ka..Ylsas City, Hissou.ri, and Kansas City, Kailsas; and 

the other numerous towns and cities that comprise the 

trading area. 

5Tb~ 80 p. •~., 

6Ibid., p. 2].
 

7Ibid., p. 70.
 

8T'..:::...!2.2:...,"0. p. 7"
.L • 

9Joh... The of' Social Science (London:'1 I·Tadee, Tools 
Longm~'1s Green and Co., Ltd.-,-1963), p. 165. 
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Cor-rputer Service bureaus. I~~" computer service 

ce:TGO:;:' sells CO~,lputer time and may also sell cOrrlpute:e

~elated services such as proble~ analysis ill1d prozra~~inc. 

Service bureaus, in terms of oHnership, fall into tHO 

cata20ries -- those owned by computer manufacturers and 

those independently 0~med.10 

r Da~~~~ed ~po~r~"l1s The assembly of a composite~ .Jr.. ....,~~~l) - 12 cu • 

computer program or a series of computer prosr~Qs to 

do the data processing. The progr~Qs and the selection 

:~r6 done by the service C~::;t6::''', 1-1 i th litJcle or 1.0 choice 

of c 0:";::':'0 sure av.:....il:lble to -c1:e custc~";:er. 

III. ASSm1PTIORS AND LIMITATIONS 

LssmIPTIOlTS 

In this study "several assumptions must be made. 

Since the study is limited to one geographic area and 

based on those businesses whose nanagement were willing 

to provide the info~lation needed, rather th~l specific 

8elections, the findings s~ould be taken as indicative 

of ~·jha t uses are made by small busines ses in this area. 

lOGordon B. Davis, ~n Introduction to Electronic 
CO:-l:)'.1ter·s (Nell York: l·1cGrm"J, Inc., 1965T; p. 482. 
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-r".l.. 

:~~a~r be ass'Xt1ed, hm·:e\Ter, if a similar study "'VJel"e 

-::;0 ",)0 condL:cted i::1 another ::;eoGra:;Jhic area or Hith 

D-not:-:er sroup of selected businesses that like results 

1~o-..:;,ld be found. 

:"Ol.' this study, the larGe compa..Y1ies I uses of 

co::-.quters for na.:.1a£;ement i~or:'"1ation, forecastine, G..1'1d 

decision malci:n~ I'evie1i:ed in Chapter II '-'rill not be 

i~vestizated, but will serve as the 88.sis of comparison 

0:: s::-,l2.ll busincz s utilization of cor.:puters. 

It is ass~led that the econmnic theories and 

principles for the mana~ement of small businesses and 

larce companies are the same. 

Further, it is a3su~ed that the use of computers 

b:'" snall busi:'1es ses for statistical analysis or for 

d8.ta reduction be~;-ond normal incone a:>.1d expense 

8.Ccol].nting t:"8.nsactions is usin~ the com:)l~ter in 

:·~2:'1. a:::; 6ment de c is ions • 

.,.. -y-... ~,r~ f'\ mTO-T(" 
__ l..l.~_':':"~_ J":'.U 

:'his study is limited geoGraphically to the ICall.sas 

SitJ netropolita~ area. The stud~T is further lim.i ted 
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-:::.0 :;. ':Y'OU:) 0:::' .seT"! ie e ce:'1. ters lT~10Se r,lana[:;er.J.ent 'Here 

~"!i=-~i::1::; to provide the infor:'1.ation needed to cOT:1plete 

J:;',:.'.:':: study. 

IV. 1·2THOD 0:-:> PROCEDURE 

~~e )roeedure ~or the maxins of this study 

::.t:.:..rted Hith a literature survey Hhich involved tne 

use of Willi~n Allen ~nite Library located in Erapo~ia, 

~~~2as, the use of Linda Hall Library located in 

Ka~so..3 Cit~T, IHssouri, and the Kansas City Public 

~itrarJ, Technical and Business Section, Kansas City, 

!Iissouri. From these libraries the bacl{cro'Lmd 

i~fonnation necessary was secured and the references 

pY'ese::1ted i::1 the study He:::-e selected. 

~~G selected references from the review of literatu~e 

relative to (1) ability of computers to provide 

..... -'" t' t (2) 1 d l' ..... ' .r:c..n.s.serneniJ :Ln.l.orma :Lon sys ems; ro e an _lmliJa-ClOnS 

0::" accou..ntin::; sys terns; (3) similarit:r of management 

decisions for small businesses and 1ar3e companies; 

(4) needs for adequate and accurate ~1fo~aation for 

~a~naccment decisions; ~~d (5) large company uses of 

co~puters; are presented in the study. 
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'::'hc f~r3t step in conducting the intervieHs "HaS 

to list all the data processins service centers in 

tl:e l~ansas City area from the Jl..Ule, 1966, i3sue of Corr.-)uter 

" ~.l.. t . .".....,.l.. -0 "l.l.. .
8.:r~C,- }.uuoma lO~1 illagazlne, nosvers O.L eCvron:i.CD 

Computer and Data ProcessinG Service Centers ll The• 

list included the name of the executive to be contacted. 

'l'he list 1:JaS then compared Hi th the Telephone Direc tory 

Ysllm"! PaGe Advertisements and the Kansas City Chayter 

of Data Processing I'1anagement Association listing of 

members. Fro~ these sou~ces the list~~~ cf service 

centers in the ICans8.s City a:.."ea H8.S G.8velo:;,ed. x"ld is 

presented in Appendix A of this study. 

FolloHin£.; the compilation of the list of service 

centers in the Kansas City area, the necessary appoint

ments vIere made and the informat ion for this study Has 

obtained by interviewing the service center executives. 

The result of each interview was transcribed as soon 

after the interview as possible to retain the maxL~llin 

value of the notes of the intervie'i'J. These re})orts oJ.' 

the interviews of the service center executives are 

attached to the study in Appendix C. 



a 
" 

Thiz ch~pter has stated that the purpose of this 

study w~s to investiGate the use of data processing 

centers by small businesses in the Kansas City area to 

determine l,,rhat similarity exists between the uses made 

of computers by larse companies to the uses made by 

.?' 

/ 

l,small businesses. Following the statement of the 

problem ro~e the definitions of the terms used. This 

chapter then lists the assumptions and limitations 

~hat have been made for this study, that the study is 

l~nited to one geographic area and limited to those 

businesses 1'Jhos0 me.nagement are Hilling to provide the 

info!"mation needed. For t his study, the i-rriter made 

the folloHing as su.mpt ions : that the uses large 

companies make of computers for m~~aGeffient info~1ation, 

forecasting, and decision making will serve as a basis 

of co~parison and will not be investizated; that when 

~ small business is using a computer for statistical 

~~alJsis that they are using it for management 

decisions; based on the revieii of literature presented 

in Chapter II. 

The following chapters contain the literature that 

had 'been revieHed and the data gathered by the intervie,,;s. 

~':e:::t is the analysis of the data, vJhich attempts to 
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d:te:'l-:::-ne the l!state of tb.e art" of small business 

cata ~rocessins uses comyared to the uses of computers 

:J~- ::'a?7se cor::panies that have their o1-7n computers. 

:::'ollm-rinc; the analysis of the data is t?le sur.E:ar i 

s~~:-o~ of ~he data collected, and the development o~ 

spec:-fic conclusions. These include how this technolosi

c~lly oriented change in the management information 

3:Tste:.-r~ has 0.1tered the concepts of business practices 

"!-,ith possible resultant effects on the business 

education. 



CH!-I.PTER II 

REVIEW OF T}ill LITERATuRE 

A revieH of research within the area of small business 

management utilization of data processing service centers 

did not produce fu~y previous studies. 

With the introduction of the first computer to be 

used for co~~ercial processing in 1951 by the U.S. Census 

Bureau ~~d the subsequent introduction in 1955 by a non

governmental environment,l the acceptance and use of 

computers by large companies has been greater than predicted. 

Ability of cOHPuters to provide management infoY'mation: 

The introduction and use of computers to relieve 

business management of repetitive and sometL~es tedious 

bookkeeping chores, to give correlation of large masses of 

data, and to provide stimulation for the exploration of nelY 

ideas has resulted in many changes in managerial tec:b..niques 

8.ll.d methods. 

Computers add a fourth nevl dimension today that 
didn't exist in the past. They are so vTonderful ~~d 

so fast and eoonomical for handling data, Plaking 
calculations, and printing out results that they do 
most of the work of payroll accounting, cost account~ng, 

controlling inventories, customer billing, and the 
handling of receipts. And they calculate answers to 
complex problems. 

1, 1 1.... ' T -,-;] • nk,"a ver Vu • .t'l. e, "Com:puters Yesterday, Today and 
TomoJ:'roH, II Credit and Financial Management, January, 1966, 
pp. 18-20. 
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In the past 1 managers always had to manage frmQ 
only piecemeal bits of infornation about the activities 
of' their organizations. Horse yet 1 the information 
they got was always old before they got it. Today 
they ca~ have virtually complete information rignt up 
to the minute. 

Hanagers can also let computers solve certain kinds 
of p~oblems for them. They can put into a computer 
all the facts relating to a problem and let the 
computer calculate hOH different courses of action lTill 
probably work out. Then they can choose the best coUrse 
knowing that it is the best. 2 

These advantages of computers have been used by the 

n:.ajori ty of large companies to operate and manage. 'I'his 

use has improved their control and by increasing efficiency 

has ulproved their competition with other businesses. 

The role and limitations of accOlillti...'1g systems. 

In a study of accounting uses in small businesses 

the authors found that accounting plays a large role in 

decision me.ldng of management. 

Accounting is one of the greatest factors in 
motivating management to initiate the decision
millcing process. Managers commonly have predetermined 
notions of vrhat constitutes satisfactory acco~~ting 

results, and if they are dissatisfied vrith current 
results, they exhibit a homeostatic tendency to search 
for improvements. The income statement is particularly 
important in this respect; if the net income figure 
falls s~ort of aspirations, new alternatives are 
sc-ught. 

2Franklin G. Moore, Manufacturing Management, (fourth 
edition: Homewood, Illinois; Richard D. Irwin, Inc., 1965), 
p. 11. 

3Ja~es L. Gibson a~d W. vlarren Haynes, ACcoD~ting in Small 
B~siness Decisions,(Lexington, Kentucky: University of 
Kentucky Press, 1963), p. 114. 
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~he role of acc~~lting and econoillic logic in making 

mfu~agement decisions has been defined as that of accounting 

providing the data and managerial economics providing the 

system. 

It is generally recognized that both accounting 
data and logic of economics enter into business decisions. 
Exactly Vlhat their respective contributions are or 
'\.>1'11.8. t they potentially might be is, hOvJever, not clearly 
defined. • •• Accounting provides the data lrlhile 
managerial economics offers a system ?or handling those 
data in m~{ing decisions; such, roughly, is the 
natur·e.of 4he relationship between accounting and 
eCOnOYrllCS. 

The problems in the application of data that has been 

provided by accounting for use by management is the data 

being oriented to the past rather than the future, and the 

data is very structured by the accounting profession and 

regulatory agencies. 

The primary task of accounting is the recordlng 
of historical events, as opposed to the estllQation of 
future, uncertain events. There is a strong tradition 
that accounting should reflect actual inc~red costs. 
The acco~~ting profession ~~d regulator7 agencies have 
attempted to limit the amount of personal judgement 
by establishing lIconventions", lI pr inciples ll 

, or 
llstandards 'l • These llguides to action ll govern the 
m~Y)1ler in Nhich data are treated in accou..~ts. 

The managerial economist is less interested than 
the accountant, hm·rever, in such historical costs and 
events. He is concerned with future revenues and costs, 
and the impact of decisions on these costs. To the 
economist, it is irrational to penuit past costs to 
influenge movements tmlard optimum positions of the 
future. 

4Ibid ., p. 4. 
r' 

.? Ib i d., P • 20. 



In the S8.I:J.e study, the authors made the f'ollovrin0 

statement about the inadequacy of accountinG systems for 

decision makinc because of improper design. 

The accotmting systems are rarely desi8~ed to 
develop relevant data explicitly for internal decision 
makinG. On the contrary the systems exist to provide 
data for external parties ~mainly government agencies) 
and for financial control. o 

Si!nilarity of manace::nent decisions in small businesses and 

larGe companies. 

The small businessman performs the same functions and 

makes management decisions concerning these functions very 

sL~ilarly to large companies except for the difference in size. 

Tne small businessm~~, however, must perfo~n 

various functions -- pl~~ing, production, scheduling, 
selling, labor relations, public relations, accountin6, 
etc., -- leaving little time for the nec7ssary ingredient 
of adequate capital bUdgeting -- search. 

The fact that systematic control of a business need 

not to be complicated nor need to be expensive is stated 

by ~odgers. 

Setting aside the notion that systematic control 
is for giants and only possible at great expense with 
complicated systems is the first step toward understanding 
and using effectiveSmeans of control in all businesses 
regardless of size. 

6Ibid ., p. 4.5. 

7Ibid., p. 114. 

8Jack D. Rodgers, ManaginG the Independent Business, Ed. 
Lee E. Preston (Englewood Cliffs, N.J.,: Prentice-Hall, Inc., 
1962), p. 12S. 
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Heed for adequate and accurate information. 

In order to over-con e the limitations of an improperly 

designed accounting system that does not provide adequate 

or timely data Gibson and Haynes have stressed changes that 

will improve small business decisions. 

~le thus stress several requirements for improved 
snall business decisions -- better education in the 
neanir~ of the data supplied by the present accounting 
systems, improved skills in adapting these data to 
individual decision-making problems, greater attention 
to the relations between past and future data, recognition 
of the nonaccounting variables that must be combined 
1~ith accounting estimates to permit complete ~~alyses, 

and a fuller recognition of the fundamental economic 
concepts that are needed for the correct interpretation9of the various types of inforraation that are available. 

The requirement that accurate ir~oYmation be used in 

m~{ing good management decisions is essential. 

Aside from advantages of location that a firm may 
possess, or the advantage of having a unique product, 
or the benefits that it derives from a good reputation 
(all of I'Jhich, incidentally, may be due to earlier "Hise 
decisions), probably the main deter8inant of ~~ enter
prise's success is the quality of the decisions made 
by its management. Good decisions alone, however, 
cannot suffice. They must be implemented. Moreover, 
good decisions generally ca~~ot be made in the absence 
of accurate information. Essentially, control of 
business operations consists of providing mefulS for 
assuring (l) that decisions result in appropriate 
operations and (2) that information about 0lerations 
is generated ~ that decisions ~ be made. a 

9G ' .. 
-lb son, £E. ~., pp. 126-127. 

10D dg ~tHO o-ers, .£E. ~., p. 128. 
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Small businessmen have resorted to the use of outside 

services to overcome the problems that they have in maintaining 

records and in securing specialized help. 

The use of outside services in the small business 
can be of Great value in providing specialized ser
vices not otherwise obtainable. Through a public 
accounting firm, management can hire one-third of an 
acco"L1ntant, or through a management consulting firm, 
acquire perhaps one-quarter of a purchasing agent 
or one-fifth of a marketing research departrrlent; and 
through similar specialized agencies similarly acquire 
that 8....YrJ.ount of specialized knoHledge needed in the 
particular business under consideration. ll 

Large company ~ of computers. 

A very recently published report by the American 

Management Association that investigated the current 

llstate of the art ll in computer applications found that 

the uses of computers have shifted from primarily a piece 

of office equipment to the use of a canputer as a 

management tool for a control syste~ approach. 

Analysis of computer information from the 
standpoint of the participating companies' applica
tions verifies the well-Y~o~m fact that routine 
clerical applications are in common use. But it 
also points out that sales analysis and inventory 
control now outnmnber accounting applications. 

IlJohn T. \'J'heeler, Ea.."'1aging the Independent Business, 
ed. Lee E. Preston {Englewood Cliffs, N. J.: Prentice-Hall, 
Inc., 1962),p. 296. 



In order of frequency, the companies participarin3 
in this study have the following applications: ~ 

Function: No. of Co~panie8: 

Payroll 247
 
Sales Analysis 235
 
Inventory control 211
 
General accolli~ting 197
 
Billing and invoicing 195
 
Cos t ac c o"U.."Ylting 188
 
Accounts receivable 183
 
Accounts payable 152
 
PersoD..."lel 136
 
Production control 133
 
Production planning 128
 
Shipping--distribution 106
 
Sales planning 95
 
Purchase--ordering 89
 

The computer in the hands of large companies has 

changed the management of the companies since it has 

become the tool to provide the means to make the management 

sciences and tec~"Yliques work. lihen a company makes EDP the 

management tool for information the data processors and 

systems functions are normally united. 

Companies which adopted the computer as a piece 
of office equipment have found that EDP is not easily 
relegated to the accounting department. Corporations 
which purchased the computer to serve as a management 
tool without first ~"Ylalyzing their needs have found 
their problems maxliaized rather than minimized. }lany 

12M• Valliant Higginson, Managing with EDP A Look at 
the State of the Art, (New York, N.?: ~American Management 
Association; 196~p. 111. 
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or the basic issues relatinG to data processing have 
been revealed as basic issues of management -- for 
example, what kinds of information are needed to run 
the company; what are the critical areas of the business; 
ho\~ much emphasis should be placed on planning; how 
closely should the company be controlled; should the 
organization be centralized or decentralized. 

As a result, some companies have allied ED? lJith 
their corporate control or pl~~ing functions, some 
have converted it to a llmanagement information system", 
and some have linked it with management engineering 
or consulting services. In some corporations, data 
processors report to systems managers; in others, the 
reverse is true. But there are few instances in which 
the functions are separate. 

Thus the fields of data processing and management 
sciences have merged and the techniques of the latter, 
which made little headway as flsystems and procedures ll 

fu'1d "operations research", ha.ve gained a neH impetus. 
And since computers are being used to perform the work 
of companies rather than merely to solve problems, it 
seems likely t~at ED?, and management science, are 
here to stay. 

The literature reviewed for this study has noted 

that the Electronic Data Processing (EDP) system provides 

a valuable tool in improving management decisions by 

providing adequate and accurate information. The literature 

has sho\n1, in addition, the capability of an EDP system in 

implementing and overcoming the limitations of an accounting 

system. The review further identified the use of outside 

services by small businesses for overcoming record maintenance 

l3Ibid ." p. 25. 

JO 



problems and in securing help that they are not able 

to otherwise obtain. The use of data processing service 

centers as an outside service is one of the helps 

available to small business managers. 

The following chapters of this study present the data 

gathered from the interviews, the analysis of the data, and 

the summary, conclusions, ~~d recommendations of the study. 



rot"l"T~, "-)nT"l""') ITT 
v_~_l._ ..... -.J ... :. J....i..L 

TID n:·':'2~~VIK·: E:CSUT.JTS 

L1 opder to secu.:.."e the i::1i'ol'T:l3.tion needed :'or t::~s 

s~u~~, ~nterviews of executives of service centers in 

t~e Kansas City metropol~tan area were made. The inter

ViO':73 1VG::>e to determine the type and natv.re of date:. ~)r'ocessing 

services provided to small businesses. Executives inter

vicued represented all the service centers in the ==an.sas City 

area vrho Here Hilling to cooperate in this study. Th8 

list includes, but is not Ibnited to, the service ce~ters 

listed in the ltRoster of Electronic COl~lputer and Da~& 

ProcessinG Services'l, in Computer and. Autone-tion naC;8.zL'J.e 

01' Ju...'1e, 1966. 

Because of the relatively small number of service 

centers in the Ka..."'1sas City area no attempt 1..;as made to 

utilize statistical sampliD0. Also, the use of s~DlinG 

teclli'J.iques were eliminated because of the anticipated 

:?ossibility that some firms Hould not be aole to cooperate 

in this study because or the nature of the data. 

Unstructured intervievls Here used to cather the date:. 

for this study. The use of structured interview or 

~estiolli'J.aire would tend to restrict the responses of the 

interviev:ee limiting si.c;nifico..nt data that Hould be of 

value to this study. 
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From the executives interviewed attempts Here made to 

secure the names of executives of the small businesses that 

are using the service centers in order to gain the customer's 

attitl1des and expectations of the use of the service centers. 

The small business executive intervie~ls were not conducted 

due to the refusal of the service center executives to 

divulge the names. 

Since the service centers are providing packaged 

progr&~ services to their customers it is the opinion of 

the author that interviewing customer executives would not 

provide the information desired by this study. Because 

the packaged program is not changeable to provide additional 

special analysis of the customer's data, the information 

about the customer's evolution of the use of data processing 

could not be determined. 

The customer banks were not interviewed since the 

packaged approach again limited the amount of information 

about the management decisions that could be gathered. 

In general, the interviews were conducted to answer 

the questions outlined in Appendix B. Each interview 

was conducted at the convenience of the executive interviewed 

and on the average took approximately two hours. After 

completing each interview with a management executive of 

a service center a narrative report was written covering 
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the interview. Each report is presented in Appendix C. 

In this chapter the data round is presented in summary rorm. 

There are three dirrerent types or service centers 

available to Kansas City small business management. The 

largest group or available service centers are the data pro

cessing centers of banks. The second group of service centers 

are those owned by the data processing equipment manuracturers, 

while the remainder of service centers are those companies 

organized for data processir~ work. The data gathered from 

the interviews will be presented under the o\vnership 

designations of Bank Service Centers, Equipment Manuracturer 

Service Centers, and Independent Service Centers. 

1. BAlIK SERVICE CENTERS 

The data processing service centers in banks were 

developed to provide income for the data processing 

operation of the bank to offset the high costs of machine 

and personnel so that the bank could do its own data 

processing. The typical service offered by baru~s seems 

to fall into these general catagories: the processing of 

accounts for other ba~s; work for corresponding and 

associated banks, sometimes a requirement to improve the 

business's records to secure a loan; and to provide service 

for their customers. 



The service centers in ba~~s provided the same packaged 

programs fop their bank cU.stom.ers that they used to process 

their OHn data. The largest volume of processing by the 

banks is that of demand deposit accounting. All bank 

service centers use Magnetic Character h~print Reading 

equipment, but one center is in the process of adding punch 

tape equipment. In addition to the processing of other 

barurs' data, bank service centers do work for other business 

customers. The most COlliYQon function they do for these 

customers is accounts receivable billing and analysis. 

Payroll accounting is another popular service offered by 

most of the baruc data service centers. The banks have 

also developed additional services for their customers. 

Examples of these are an accoants receivable accounting 

system for hospitals, National,Defense Student Loan 

collection and accounting service, and a construction con

tractor cost control progr~~. Significantly, none of 

the bank service centers offer an inventory control program, 

nor do they offer accounts p2yable progrmQs; in addition, 

nona provided a comp~te accounting and general ledger 

pr03ram. The executives intervieHed stated that they encountered 

the lack of understanding of the systems approach necessary 

for autrnnated oat~ ?roccssing by their customer executives. 
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It Has the opinion of the bank service center executives 

that the custoDler executives were not able to analyse their 

ovm business operations in the light of a total systems 

approach. 

The executives of older bame service centers interviewed 

expressed the fact that they had tried to provide any-type 

service their customer desired in the beginning and had to 

stop because the center was losing money. They all have 

changed to a few specific packaged program services. In 

this same area it was noted that the newest bank data 

center has expressed the willingness to do any and all 

services that the customer would want. 

The b~~ operated service center executives all 

stated that the writing of a program for a service customer 

was expensive. The exact expense varied with the service 

center and the complexity of the service to be provided 

from ten thousand dollars to over twenty thousand dollars. 

It may be significant that the Kansas City banks have been 

very reluctant to do a complete analysis of their o~m 

total operations, but have been primarily interested in 

the use of the computer for those jobs that are high volume. 

The banks are starting to consider the development of a 

systems analysis of their own operations. 

The six bank owned service centers interviewed for 



this study used IBH equipment 2JY'edominantly. Pour of: 

t~e service centers used IB~~ 360 computers, one balli~ 

hQQ a 3ur~ouGhs co~puter, and one b~~{ had a National 

Cash "S.ecis ter Col1rputer. 

Table I on page 26 shows the data processing 

services perfor.med by the six barJ~ ovT.~ed service centers 

in ~~e Kansas City area. All the six baN~ service centers 

o the S8Irle demand fu'"1d time deposit operations for other 

banks that they do for themselves. The next most frequently 

offered services to customers are accounts receivable billings 

~d payroll accounting and paycheck writing. Half the b~~~ 

service centers, three, do cost allocation work, normally 

in conjunction with payroll accounting. Only one bank service 

center, not alwa~rs the same one, doe s the remaining Hork 

of savings ~~d loan bank accounting, hospital accounts 

receivable system, National Defense Student Loan collection, 

Service Personnel Allotment Disbursement, and freight billing 

control accounting. 
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TABLE I 

TEE NUMBER A~ID ~£PES OF SERVICES PERFOillvillD 
BY SIX BAmC SERVICE CENTERS IN THE 

}~TROPOLITAN KANSAS CITY AREA 

Demand and Time Deposit AccOilllt:ing 6 

hCCOunts Receivables / Billing / Analysis 5 

Payroll Accounting and Paychecks 5 

Cost Allocations 3 

Savings ~Ld Loan B~~ Accounting 1 

Hospital Accounts Receivable System 1 

National Defense Student Loan Collection 1 

Service Personnel Allo~aent Disbursement 1 

Freight Billing Control Accounting 1 
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::-:.ot k "rlo~·r__ s p ervice ~eau Corporation did 

:-,O-C :'ind prograr:ning costs to ::'e ....sive. he reduce-· 

co.st:s 'VJere attributed to better persolUlel, ~'iho 1dere better 
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",.11 Syste ata Processins 2 

Control 2 

"~CC01.Ults Receivable / Billing / Analysis 2 

\ccounts ?uyable 2 

Statistical Analysis 2 

'm.1ch Card / Nacl'line Hork -, 

verload / One-shot OJ6ratio~ 1 

. 
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EEl.V CE1~TERSIII. 

rne independently o~med service centers provide the 

largest variety of ED? services for the small business 

customer in the Kansas City ar services provided 

range from batch processing of one-shot overload work by 

two service centers to full systems data processing. The 

independent service centers also provide full general ledger 

accounting data processing, inventory control, accolli~ts 

receivable accounting and accounts payable accountin~. 

One service center, Automated Data Service Company, 

limits their work to only accounts receivables and associated 

sales analysis. They provide the billing services and do 

analysis of the sales by any variables the customer may 

desire • 

.~other service center, Statistical Tabulating Corporation, 

provides any a~mount of data processing service their customer 

desires. A unique service they furnish is the development 

and printing of mailing lists and labels by EDP. 

The Charles R. Overfelt Company, Inc., is best kno~m 

in Kansas City for EDP work in inventory control. Actually, 

they are doing full data processing for any service the 

customer desires, from batch type one-shot overload work 

to full EDP systems work. They also provide the only data-link 

from the customer to the service center encountered by the 
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author in the intervie,,·rs for ~his stu.d. 
e A stock broker 

custrnner is co~~ected by data-phone to the service center 

for transmission of data and ~eturn of the reports. The 

Overfelt comp~~y is movin~ into complete data processi 

systems Hark and doing less one-shot processing. The 

executive intervievred at Overfelt stated that he thought 

the costs of doing progr~l~ for a customer were not 

nearly as expensive as stated by the b~u{ service centers. 

The difference was attributed to better personnel, the use 

of systems oriented programmers, not program coders. 

Another unique b~P service center interviewed was 

11idwest Research Institute. Altho~Sh this service center 

is providing only business service for one customer, at 

the time of interview, they have done feasibility, operations 

research and other simulation studies. Because of the 

scientists and research personnel on the staff of this 

Institute, the data center does, or has done, practically 

all types of' business and scientific data processing. 

The independent data processing service centers use 

packaged program,s, and in cases of one-shot overload Horle 

they c~~ use the clistomsr's prog~wls. The systems analysis 

and program development are done b~ the service center, 

thereby overcoming the customer's inability to perform this 

function. The independent .eervice centers all used I ...." 

equipment. The smallest corr.puter used viaS an 1Kl 1401 Hith 
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rVlce ConuanJ , w~ile tr-e 

others used ~ffi1 360 computer indenendent sor7~ce 

,:,ter had more tha.'1 one conputer. Charles R. Overfelt 

Com~~~y, Inc., w~s rentip~ ti~e on a b~llc I~1 360-30 

computer and had ordered an ~,r 360-20 computer to expand 

t~e ir c aps-c i ty • 

Table IlIon page 33 lists the services available to 

the small businessman in the Ka."lsB.s City area at the four 

independently o..med service centers. The only service 

available from all four service centers is accounts 

receivable billing and sales analysis. This is because one 

independent service center does only this type of work. 

The remaining three service centers perfOTI1 processing of 

the customers' data for payroll accounting, inventory 

control, accounts payable, cost allocation, and full data 

systems processing. Only two of the independent service 

centers expressed a willingness to do p~"lch card machine 

work and one-shot overload processing, while only one 

independent service center stated that they prepared r::::..:_ling 

lists and labels, and only one service center did operations 

research, simulation, and feasability studies. 

,~OO core at Automated 
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In summary, the data gathe~ed from the interviews of 

data processing service center executives in the Kansas City 

area found that the small business executive has the choice 

of three different types of service centers. Although the 

ownership of the service center may be a bank, or a data 

proce s sing equipment rl1anufac turer, or an independently ovmed 

company, all of them used their ov.T!1 developed package of 

programs to process the data. Again, despite the service 

center oivnership, the executives interviewed stated that 

the small business executives they came in contact with were 

lacking in knowledge and understanding of the systems concepts 

necessary for data processing applications. This lack is 

reflected in the service center developed packaged programs 

provided by all centers and systems analysis provided by 

some service centers. 

The bank owned service centers stated that program 

development and writing was expensive, while the remainder 

of the service centers did not find this to be true. The 

bank service centers provided_liniited and specified services, 

where the other service centers provided any accounting type 

service plus full systems data processing. The number of 

service centers that provided batch type one-shot over

load data process ing 'Has limited to three service centers, 

and one of these preferred not to do this type of work. 
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CIlAPTE3 IV 

ALYSIS OF DATA 

The first chapter stated the problem to be investigated 

by this study and defined the terms used; in addition, the 

procedure for conducting the study was stated in Chapter I. 

In Chapter II a review of related literature was made to 

establish the feasibility of small business use of data 

processing service centers. Chapter III is the presentation 

of the data gathered from interviews of twelve service center 

executives in the metropolitan Kansas City area. In this 

chapter the data presented in Chapter III is analyzed. The 

analysis considers the follo~{ing sections; cost, types of 

services offered, and problems encountered. 

I. COST 

The service center executives interviewed had different 

opinions of the cost of providing data processing service 

for a customer. The bank service center executives found 

that the costs of development of individual programs, which 

required a system analysis, was too much for their customers 

to afford. Therefore, to make data processing feasible for 

the bank service center custo~ers the costs have to be spread 

over many customers by the use of specific packaged programs. 

The non-bank service center executives did not agree ivith 
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this opinion. Tney felt tha.t the cost of analysis Has 

not too great, due to their more capable employees. This 

difference in opinion of the costs to the customer is 

reflected in the services they provide. The bank service 

centers provide selected packaged proerams of services 

while the other service centers promote and provide full 

systems service available from a wider variety of packaged 

programs. 

II. TYPES OF SERVICES OFFERED 

Both bank service centers ~~d other service centers 

have changed from any-type service to a packased program 

approach as they gained experience in providing customer 

services. The development of the packaged program approach 

has been defended by the executives interviewed for 

nTh~erous reasons. In the processing of bank data the natural 

pattern would be for packaged programmiD~ to develop because 

of the structured requirenlents of the cognizant regulatory 

authorities, which would be the same for all banks under 

the same authorities. In effect, the structured requirements 

have produced the same processing by all bank service 

centers of' bank data. The only variation noted was the 

method for the removing of stop-payment checks from 

processing. 



38
 

The pro~lems of system analysis of the customer's 

operation, the resultant tirrle consuption, ~~d the cost 

to the service center already discussed, h~s strengthened 

the package approach. Wi~. LaGe of services the 

center can detail the ~ervices they will provide their 

customer and can give the customer a firm, fixed price. 

Although two service centers stated they were individualizinG 

each job, on further probins;: of the anSi/lers the author feel s 

they are actually choosing from existing packages the parts 

that fit each customer. '.\rni:B this choice may result from 

the service centerTs systems analysis, in the author's 

opinion this is really a package approach and more a 

case of semantics than a case of individual, tailor-made 

systems. However, the interviews snowed that the non

bank service centers are doing full systems data processing. 

III. PROBLENS
 D 

The service center executives interviewed have 

expressed the constant problem of havinc to educate the 

small busineGs HUll1e.ger in the syster.u:, approach. This 

problem of the lack of systems understanding ,is overcome 

~lith two different approaches by the Kansas City service 

centers. The first approach is for the service center 

to determine what information is needed from the data 
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in certain standard business ara.t ions such as acc Olmts 

receivable, and to desig a specific package program to 

provide that ini'oPl11ation. second approach is for the 

service center to perfo~ a systems analysis of the customer's 

business. From this o..mw..'!,sis the center determines 1..lha.t 

iIl-i'ormation is needed by the customer. The center then 

selects ~~~:..c parts of existing package prograrns that are 

appropriate. In both instances the service center takes 

the initiative. 

S~~ary 2f Analysis. In the data gathered by inter

views of service center executives it was found tha.t the 

service centers in the Kansas City area were o~med by banks, 

equipment manufacturers, or independently o~med. Despite 

the difference of ownership there were many similarities 

in the problems executives faced in providing data processing 

services for mnall business customers. 

The bank ovmed data processing service center executives 

interviewed expressed the problem of the high expenses of 

systems analysis, progra:m Hri ting,. and program developing. 

The non-bank service center executives interviewed stated 

that they do not find systems analysis and progrmaming to 

be nearly so expensive. 

The bank o~med service centers do not provide full 

systems data processing, only selected packaged programs . 

•
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~~e non-billLk service ce~ters provided full systems data 

processing, and a wide variety of services. 

The lack of understandiru; and knovrledR:e of the 

systems concepts by small business executives was not0d 

by all the service center executives interviewed. ThO 

offering of a service center designed package program and 

the making of a systems analysis of the customer's busines3 

were two methods of circm~venting the small business customer!s 

lack of systems knowledGe. 

The next cha9ter will give the summary, conclusions 

of this stUdy, and the recoJmlendations that automated data 

processing service center use by small businessmen has on 

the teaching of business subjects. 

J 
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Jl.PPE~Jj)IX A 

Service Center Executives 

ident 
Ba."'1k 
.ven 

B~L. 

Nissouri 

Dave Bro~.~, Sl~crvisor 

~1id.'·lest l)ata Processing 
(I-ietropolitan National Ban..1.c) 
7530 'i'roost 

City, Hissouri 

Leon~rd Bettinger 
Autom~ted Data Service Co., Inc. 
6183 Paseo 
Kansas City, Missouri 

George C. McCarte~, Jr. 
Auto:r1atcd Customers r Services 
CO::::l:11erCe Tr'ust Co::npany 

enth and ~.Talnut 

KaYlsas City, Nissouri 

Lyle F'letcher, Nanar;er 
Univac Data Processin~ Center 

901 3altiroore AveUke 
unsas City, Hissouri 

T. E. Holdsworth, Manager 
Sarvice Bureau Corporation 
291: l':Iain Street 
Kansas City, Missouri 

Interviev.Jed 



Dea!1 Le.'Hrenc. 
'UmaGer, Data Processing 
_:id1'7est ..{esearch :n::.ti tute 
425 Volker Doulevard 
l<.ansas City, His s ouri 

Sales 
·ing Corpo~ation 

D. St8.J."11ey Love 
Assistant Cashier and Nanager 
Co~puter Se~vices 

City National Bro~, and Trust Company 
th and Grand Ave~ue 

Kansas City, r'1issouri 

Bruce ~ider, 

Data PI'ocessi 
~irst Na.tion 
Tenth and Balt~nore Avenue 
Ke...:.'1sas Ci ty, Hissouri 

H. C. Haselwood, :ilanager 
Charles R. Overfelt Company, Inc. 
l2t~ ~"1d Grand Avenue 
Kansas City, His souri 

arry R. l:a~ro 

ta Processing Systems 
D,L-US t and i::I'ns t 
18 East Petticoat Lane 
Kansas City, rUssouri 
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Do your customers do their o~rD proGrmlli~ng for on-line 

9 No 

12 Noo Yes 

3 Yes 

t· o 

ovide both plli~ch card accounting 

PPElmIX B 

al QuestimlS with Response Tally 

for Ser. _ 

services? 

and computer services? 

Outline of Ge 

Are your services furnished on a Batch basis? 

12 Yes o ='Jo 

Do you provide on-line services? 1 Yes 11 No 

Do you do the progr~~in~ for all work? 12 Yes o No 

vfuat types of analytical or statistical analysis are you 

Do your customers utilize your services for a complete 

accountin~ record system? 3 Yes 9 No 

Do you maintain the accounting work on a continuing 

oasis? 12 Yes o NO 

Batch basis? 12 Yes o 1':0 

Does your service center 

Do your customers ask that you provide them Vlith assistance 

asked to provide? Sales, Cost, Inventory, Simulation, 

O. R. 

in systemizing their data? 12 o No 

Do you thillic your customers are using data processing 

a tool of 111anagement or are they using it to eliminate 

a tedious job? Or th? Both 12 Yes o .No 



;)
 

Do your custO:'U.EL te~d to expand the~ usage of your 

data services as they cont~~ to use tl~e:n? 

5 ~es 7 :i~o 

JO you find th~t you have to revise tr.e format they use to 

present data to you? Service Center designs format - 12. 

(~~e3C questions were not answG~ed due to inability to 
secure n~les from Service Center E~ecutives) 

o you use punch card accounting services? 

Do ~ou ~~~ computerized servic '? 

Do you use on line computer services? 

? ~I. t to do your ovm?Do you do your o~m progr 

Do you use the services fo~ accounting work such as: 

acc O";.'1.";;S payable J acc o"U...."1ts receivables J expenses J and 

payroll? 

vid you start Hith the amount of services you noTt! use? 

Do you anticipate expanding the £up.ount of data processi~ 

sG~vices you use? 

Lave you had any statistical" or analytical services macre 

for you? 

~fuat do you like about data processinG services? 

~hat don't you like about a processing services? 

How has data proc you? 

How has data processing caused you troubles? 
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Il~L IIi!. '1 IOK\.L BANJr 

.., -'G:;.""ad' ... ~ . Aso~ cs ~csi' 

" SlTIe n sO.l.V_ i":'L:.ch ir~t,..; 

nne. z?ocific :'oblcms ~ r.1~""1a2:ement C ontr01 t-· e 01" BDP. 

,..·'....e -~ - -·r a:::.:r to o eYOD ceo tir-s lTorl<:. 

'1'..:.:l6 rea,sOl"'..'" .;0 1'01 

1. .·lost ne Ie 2.. sel' -e sines S \TorIr- 11ave 

lade their Data. ocoss: - :lork into 0. II s ta:-:..dardized pacl:ap:e 11 , 

80 on't b too !llUC 11 dividualizing ll of' Hork to bnsine::Js! 

e ( l!i7-OIi!:9.Le : COL12. ce '_'!"US't J:)~ "C~·led. this 

... ,...,d to S~09 Jec3.'\..i.t! ::.. t 't'r~ .':; 00 e::;HJr...:.:..VG. 

..., 
t - , ~'~ost service '.:n,~.::c·c:'u Qua:-;;. tio::-~;;; :1:.'.r:: :1 .:...,

..JL_ 

Sc;loJ.to c. _~e~3ive wo~~ fo~~"lOU-1 t of 

.,..-4 0:: ~,..,.;; 
... ;;) J. ... v ...... --'...~v'_'ne dve:1t 01. 

...( sue' Co. i :::: 1"il'~u, 

-: ~ ecom~n~ a.rea1i~v G 

c Or;lll1.3 TIore involYed :l the 

ot.:1.er companicu. 

__ t the present time eil" 

..... ac.cL tiona.l pe:'i_ 

Q~2.p fu~i o.ta linlrs, etc.)~, 

'- ' t ~~~e -.J t:.ll ~ t; S C 8:""_ o:'-.3i "' 

8L:.ppl:c:"nc 0::' services t 

da"te. pro ssi cent i 

d five s.c.oins v]ork for 20 o'llts:"de 

J.":"''':c ervices. In lJ~a.!..l.,,_J.....L.._ T/70~~C tl:.ey a!"'e prov:' G 

'C~c:,- are doing l:i.l.,;.t;; ~ oc or their custauers 

They prov:" 

depo~dt ecH::"w :lee ount c3.::1cellat::"ons), 

~i:1.e-d()posit account ::I:a ten ce an oth ssociated 

::ori-: in oayrol 

their-:;het ::1"1eJ L:!"e 
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Commercia.l ~\ational .liD. con't.) 

provide reve for' 1> process::Lng center since tL. 

~mount of work in thei a.nl{ did not SUP?ort the cos ts 

of the equipxent t~eY had nd by doing outside work they 

could moet the costs of th r equ.1PM.ent. 

The data proc ing c nte~ has an IBM 360 computer. 



;;,...

.--;-p....... F::~..l'1T _RODDe=:': i3P.l"._
 

l~l.:...'" • 1'. J • .Lo:nbardo J v~ce .l"re~:"(lent 

........ .1. . • ....ontardo stated that their da.-;:;~ :Jroces~:..nIT. operatio 

.1tl~ li.'T'J.itcd -to 'Orovidinr: ~er'!Jice::: for other bo.nl~s. "' 
:r'viccs 'Provided \,;ere p:r'imaril~r i~ c.emand deposit ~"'" 

cxc deposi it ec~ c.Learance O.r dena..'1d osit 

... ~e f)!~e :lomh t activit 

The cost of ten ~o riftee 1I1.10US _. ··ollaY's for the 

eV81..0]}ment e.nd. ~'7ri tin.::; of :;=;rogrc for another ~ Ob suc~. 

~t'!etc., forcco~~ts receivab~8, 

C' de this 1',70rl-:: too e:::pensive to be considered.
 

fact that the co:r.puter data ~:)!"'ocessing operatio.
 

De and ~s nost expe~sive to e~tablish (. to $35,000 to
 

. ,.' .L050Jooo hel"ore .1. v ven - opera-clng ) ean", "11=lt mlL'1asernen~ 

is reluctant to increase tr-e ll~vestment of mare moneJ~ 

':b.ich 'Hill take yeurs to recover. Because of this costl- 

• .L."nvest-.... -'-, the est action by ~ bar~: is to restrict J." 

·aservices to those for otner b .... s does not reauire 

t devel ent of additional progr B! 

:;:-cense ~he limitation of services to only other b~.~~~ 
~ 
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·le ants Produce 3 (c on 't. ) 

involves t follot·]· steps: 

proof p1.	 P I ~o provide balancin~ 

oof. 

2.	 Sort to numerical sequence -- computer 30r-;:;inc 't,rhile 

hysical sort of checks. 

3.	 Tag out of stop-pay checks.
 

Hatch to accoHY'-'

I'ron~ the above progl'a:r~lS the folloHins reports ar'e
 

nerated:
 

1.	 I~sufficicnt-fDnd check3. 

2.	 Stop-pay c~ecks. 

3.	 Rew accowlts. 

4.	 Lists of overdrafts processed. 

5.	 Closed accounts postings reports. 

6.	 1tV_I_PIl acco'U..11"CS balances. 

Nr. Lombardo stated tha~ to his l~'1ovTledge, the lr 

o)6ration Has the only one ira iCa:n3as City that provi' 

for extraction of the specific stop-pay check from tL,,, 

transactions at the be~i:~~in3 of the process Nost 

-	 ti~e stop-pay check routine as a manualoperations handle 

rs~oval by the customer's bailie after processing. Tbi~ 

was normal in other operations oeca~e of the proble~ of 

more checks in the processinG batch for tne .e am01J.:lt 

ffi~a the difficulties of getting t exact check number in 

the higi1 volume processi..o eration. 



1 

..erc s Produce ,r (con' t.) 

.:1.e rvices provided ot anl-es are tl-::.e e of' 

they do for their o~m bmL' This 

es~able approach since 1 the b s ha th " rJ.c tio. 

e rocesses to be perfo e in the proces 2JJ S.:1C ~ll 

. tion, mEt.. of the cus tomer executives are not l~o·;·rlcdzab2.e 

of the s~[stem.s approach to their nee In addi tio::... > 

l~. Lombardo stated that the supplyinr; of a pack&6e oi' 

services eliminated involved discussions and &nalysis of 

customer's oper~t~or., which is costly, and the CUS~OIer 

could be sho1t-r~ exactly the S0l""vices he ~,ras to have ?c:rfor-lned 

for him. -men the data processing center i:".l:9:,oved theil" 

o~·m programs the customers b6nefitted by setting the 

~~provements, too. 

The bank uses a Burroughs co~puter. 

" 
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C ,AlI1K 

Hr. D. Stanley Love 

In order to have a full understanding of the City 

National Bank Computer services, Hr. Love explained hOH 

they arrived at the :?resont operation. l,'.!J:len they started 

their services they i-10uld "rush out and set up a job each 

time the phone r8.nG 11 and Y'equested computer services. From 

this beginning, Hhich proved to be very costly for the bank, 

the present operation policy developed. The policy adhered 

to for additional service Horl~ requires that data processing 

must benefit the baDJr by providing more business and in 

addi tion, must be fina."'IJ.cially self-supporting. In explaining 

this policy further, Hr. Love stat; ed that what they vlere 

looking for a..."ld· interested in Here progra.ms that u'ill 

increase the acco~"lts of the b~1k and that there will be 

enough volume of data processing to make it financially 

feasible. The problem of 10';-J volume llOrk is that the 

program and systems work expenses make the total costs 

unreasonable. City National is not a large computer 

department in the nUlTIbe,r of pe,rsonnel it has, and is by 

policy limited to groHth that potentially provides grO't-lth 

for the bame The· amount of vwy·k that City Nation.al Bank 

provides is small compa~ed to corresponding West Coast 

banks, where computer service departments of 50 to 60 people 
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City Cational Bank (con' t. ) 

are normal and any and all computer services are done. The 

computer service department is only eleven people in City 

National Bank, Mr. Love stated, to eY-plain the difference 

behleen Kansas City and the T,o!est Coaat banks. 

The present policy has not elimina~ed the computer 

services to cU3tomers~ but ratl1er, it has Given the dep&~t

ment a specific policy for the services they provide now 

and will develop in the future. They currently are 

providing package programs of services fo~ other banks. 

They are in their third. generation of payroll services; 

which provides a combined earnings statement and deposit 

receipt f'or eac;l employee, a printed payroll register for 

the company with a breakdovm of ten different items suc~ 

as: nrone of employee, deductions, dependents, and so on. 

In addition to the payroll register the service provides 

additional reports of the Year-to-Date and Quarter-to-Date 

totals for all employee1s earnings, t~(es, and deductio~s; 

a printed deduction resister Sh~ling the vol~~tary deductions 

of each employee each pay period; the compan:, FICA quarterly 

report (IRS FOITQ 94lA); applicable Kansas or Eissouri state 

;ayroll ta;·: reports; t:18 ~r€lar-p.:1d hT-2 tax forms for all 

personnel emi?lo~red by tIle cO!:lpany. 

Other servic8s ~ ~y ~rovide are a National Defense 

Student Loan progr~Q for the collection of stud6nt loans, 
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Ci tv Natio:''lal B3.ll1{ (c on' t. )
 

Hhich Has developed in coo,cratio ·,ith the Kansas City
 

6 Gional Council of Higher Education and is beins provided 

to the area colle~es, EJ.::ld incide!1ta.lly, the service has 

been offered to Kansas S~ate TeacLers College for their 

consideration and sUbscri?tion. City National also 

provides a Government AIJ.otrr~ent Prosrron to act as fiscal 

a~ent for service persormel pay allotments to other loan 

agencies or conipanies. Another progrrun is a service on 

Freight Payment. The service is an account type that 

handles truck and railroad car loading freight paynent 

collection control. 

They provide account receivable billing services 

in addition to the above services. The con~uter services 

department does the machine Hork ror Automated Nanagement 

Systems, Inc. The Automated. Nenasement Systems Company 

branch in Kansas City designs Qnd sells a packaged account 

receivable system, primaril~,- to doctors and dentists. 

Hr. Love stated they Hill perform sales analysis for 

custo~lers on a special basis when the customer provides 

the progr~~ing. 

They do not do any 60~eral ledger, inventory control, 

or account s payable services. '--':':l.ey vrill not rent out 

l'vlholesale lf or block time any more, Hr. Love stated. 

They use an 1 360 computer with tape drives. 
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ST.A''.::rSTICAL TADULATn~G CORPORATION 

l\lr. KeTh."'1eth vI. Smith, S.;,.J.c 3 

"'11e Kansas CL~i office is a recional office of the
 

ccr~pany whose main office is in Chicago, Illinois. The
 

. compa11y is equipped to perform many and varied data 

processing work. They can do all the types of data 

processing from unit record Hork through automated 

computer record keeping. 

A large amOll.11t of their r:ork is in the area of 

generating and making of mailing lists for their customers; 

such as wholesalers, for eX~lple Zef~ Distriouting Co., 

and others that want to cover specific segrements of the 

market. 

In addition, they do continuinG Hor':{ for customers 

in all fields of business. Some eXfu'U.ples of this are their 

work in providing accounts receivables billing for doctors; 

insurance agency billings and reports of types, locations, 

ffi~Ount of insurance, and expiration dates; sales analysis 

reports for various companies; accounts payable accolU'1ting 

work; feasibility studies for companies; and payroll accounting 

Hork fop about sixteen companies, some Hith cost control 

reporting. 

They will provide overload type Hork for customers
 

and will provide complete systemized accounting and report
 

vlOrk.
 

The conputer used by STC is an IB}l 360. 
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AUTmlAT DAT.tJ~ ,RVICE CO., II'rc. 

}~. Leonard Bettinger 

They provide service for their customers on accounts 

receivables fu~d sales only. The sales and accounts receiv

ables vIere considered by ~·!r. Bettinger to be for all practical 

purposes as the sro~e thing. 

Their company Has started by present personnel to 

provide these services to their customers through the companies 

rental of "Hholesale" computer time from other sources and 

has progres sed to l·rhere they ha.ve their Olm small size (4, 000 

core) machine vlithout any disk pach:s or tape drives. 

They will provide the custo:ner ,-lith accounts receivable 

billing of invoices, and do ar..ya."1d all types of statistic2.1 

reports on the sales. TI~e areas covered in the reports 

are product mix and its changes, area ~!d product relations, 

area and salesmen comparison, or any other type of report 

the customer desires. 

Further inquiries into the custo:i11ers types of business 

size of customer companies and more specific information 

or examples of the reports Viere ans'Hered by Hr. Bettinger 

that the company policy ~-.ias not to discuss their customers 

in more than a general nature and that they could not 

divulge any more information. 
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.1"H"I!\.!.I.I.JS R. OVEHPELT CO., INC. 

Mr. H. C. Haselwood 

The Overfelt Com!)any specializes in data processing 

for accounting and business. Nr . Overfelt is a Certified 

Public Accountant and has developed the data processing 

operation as a business service business. They lease 

block time from the Traders National Bank IBH 360-30 

computer for their computer needs. In addition they have 

their o~m unit record machine with keypunches, collator, 

sorter, IBM 403 accounting machine and an IBM 1050 Data 

Link machine. 

r. HasehlOod explained that their entire operation 

is for conrrnercial or business data processing. They do 

not do any scientific or engineering '·lOrk. T~ceir Hork 

is about 20% for manui'acturiuG cor.1panies, the remainder 

for retail stores, nedical clinic billings, insurance 

agency l..;rork, wholesale distributors, and stock brol{ers. 

The stocl{ brolcer account is located in the Plaza area 

(47th Street) and the data is tI"ansmitted throughout the 

day to their machine room .(at 12th and Grand) by the 

Data Phone and IBM 1050. They process the incoming data 

and send the results back to the customer over the Data 

Phone 1 inlc • 

They will do any fu~Ount or t~~e of data processing 

from one-shot work to designing and doing a total system 
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Chal-.1es R. Overfelt Co., Inc. (con't.) 

for tne customer. Mr. elwood stated that they ~ d 

each system on an individual basis and tailor it to the 

customer's ~eeds. They find this provides more of their 

customer's need and is not that difficult or expensive to 

accomplish. 

Mr. Haselwood said that they could provide each 

customer with a Data Processing system tailored to his 

operation since their programming costs were much less than 

most service centers. This ~·las due, he felt, to a higher 

caliber of programmers the:T employed, and they only "ranted 

to recover the progr~~ling costs on each job and m~~e their 

income on the processing ~:ork. Mr. Haselwood stated that 

in most cases there was not adequately qualified ma.Ylagement 

and supervision of the computer area.; and the prograrmning 

personnel were merely coders not capable of making a 

systemized progr~n -- unable to think through the needs 

and then the codi~~ out of the progrlli~ is very simple and 

easy. 

The smaller accounts they have are normally straiGht 

accounting such as: monthly billir~, calculating and 

v~iting payroll checks; while the larger accounts are more 

of a systems Hork Hith statistical or analytical reports. 

The size of the company's operation determines the type 

of servic es they Hant or use ; although this is not alt·:ays 

true. Normally, the larger (gross income) business uants 
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Charles R. Overfelt Co., Inc. (con't.) 

more ~~rormation and a c~:plGte automated data system 

because of the sneed in ~ettinR the Llfo~nation and 

due to the reduced costs. 

They also do inventory Hork for the ma jor departmen1. 

and. 1,..romen's and men's Hear stores in Kansas City. Tl:is 

1.-rorle is usually every six months. They keypunch the 

physical inventory reports and consolidate them into one 

report, giving the various departmental and othe::.... breakd01TIlS 

requested by the custo~ler. It is handled as W~ indiv~dual 

requirement basis for each c~stoner, althou3h portions of 

the prosram that are the s~~e are used whenever possible • 

•"!r. HasehTood said th'l t their "dork uas 1<le11 eno"l.if.th 

diversified and did not include any fet., predominant 

customers so that the loss o-I" any acoount Hould not cause 

a great problem. Their biGGest probler:l in the service 

business Has on determining the pricing on the "peak load} 

one-shot type II jobs since i 1:; •.;as hard to es tima te the efficiency 

that they could do any Ul'1.familiar job; and} also} \-lhether 

or not some problem Hould crop up that lrJ'ould reduce the'ir 

efficiency. 
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C01!HE3GE T:tUST co. 

~r Geo~~ G. HcCar .... ~ r .~-. . ~o 

Grnmnerce Trust urovi paCH:ar services for thei~ 

data :;Jrooessin]; c"l:.:3tomers. This policy has evolved as the 

only logical approach to soun anacement of service 

'fcent rs, .'.r. NcGar-ten sta d. I the beginning they tried 

to do anything a customDr wante~, - fOlxnd the costs of 

providing the services were prQhibitive. Mr. McCarten 

explained that the ba,:Jic pl'oblem of automated data :;,:Jrocessins 

is that the business execu~ive does not lli~derstand his ovm 

cpe!'ation adequately- enoue:1- to be able to lr".nOH hOH or ~'Jhat 

he w~nts from the aut~~ated data processing beyo~d the 

"r have a problem l
! staGe. '1'0 provide lUl01'rledseable services 

to the business e:-::ecutive the SGrvice center is required 

to first make a thorough sJstems analysis and then by 

educating the business executive in order to give _"l
, . 

a 

better knm'1ledge of hi s operation d problems so he can 

,"2;:e an adequate defini-.tion of' the goals he is tryi::lS to 

acco:J~Dlish. This requires con8iderable ti:.ne by per:30l1nel 

• J... ...of the service center .:LS no \.. 1. r. . ble lli1less t~ley have 

':<1"' aeteau£.te staff, and then this is only possible Hhen 

the amount of potential data processing business will 

justi:'J Jche expense t:-rrouhh adecuate revenue. .a addition 

to the a.lysis and enlightenment proble::-i1s is the one that 

the designing and development of a specific com::n~te:r pr03ri;w,. 



71
 

ommerce 'Trust Co.,. (CO:l1t.) 

'l-dll add more costs to those a.lready incurred; this can 

resul t in the costs for' a control t:rpo progrmn for a 

cUBt~TI$r resultin~ ir- p e of UP to $20,0 for tne 

service center. For the service center to survive and 

pros::Jer the develop:rnen t of spec ific packa~es has evolved. 

Normally, the progranls are 30ld in a packa3€ to many 

customers t:B reo rovidinR a s~al1er cost p customer 

~1d maki~~ the data processin~ service costs within reason 

for each bus iness cus tmner .. 

Nr. HcCarten e:;qJ,lained. tbat COl\1.M.erce Trust is currently 

• ~1 d I ,..,. •providing services for ? ,... 8.1.l£3 a...YJ.. 4::> OUSlDG S se s, 'Hi th 

four more banks having s::[;Ded service canty'acts ~-;i th tl1em 

for service to begin shortly. In discussinJ the v2rious 

business customers they have, Er. HcCarten stated they 

have been doing a labor cost control program for a con

struction company in Santa Barbara, California. The data 

is forwarded to them by mail -- i,Ihieh provides an average 

of one da.y service from the h1est Coast and is much cheaper 

than a phone line data lim.... 

~he construction comp labor report provides not 

only the current I'this Heek fl costs for the four hundred 

odd control centers, but also provides analysis of the 

costs. The costs are sho~m for the total to-date expenditure 

on each control center with an analysis of the total spent 

against the bid estimate and ·c,::'e detailing of percentage 
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Commerce Trust Co., (con't.)
 

of completion and the status tile control center being
 

over or under estllnated total.
 

In addition to the construction labor report tney 

can provide labor distribution rs?orts by job nmnber, or 

other control factors for marn,l.facturing firms as an 

additional service for t~eir custonlers payroll computations, 

Hhen the additional infor't'lation is prov:"ded on the individual 

time cards. By providinR the data center with sufficient 

data Corr~erce Trust has a package program for analysis and 

reporting of the data. ~~is data can be provided by the 

customer simply by usinG t:':e :':'<rmat an.d method of the package; 

in other Hords by adju3ti~g his data to the package. 

Another example of a sys~G~ized application is their 

package for hos)itals accour~ts receivable billing and 

control. The discharge of the pc.tient starts the operation 

of the system. The i~fo~ation on the patient -- name, 

type of hospitalization coveraGo, the timing of the billing 

(viz: member of staff, don't bill, send bill for remainder 

not paid by insurance, bill each thirty days, and etc.,) 

and the amount of the bill are fed into the system at this 

point. From this initial data, the cor~uter updates its 

files that contain history and status of the family's 

account and total of am.mxnt due, \·ri th sub-total for the 

various sources of payment, such as Medicare, Blue Cross, 



-- -
- - --- -

73 

COlnmerce Trust Co., (con't.) 

~ue Shield, patient, and other sources. The first 

report prepared ShOlvS the patient I s accou....1t and 

balance wit~ annotations of the source or method of 

payment. The next report generated is a listing of 

accounts annotated Hi th the 801.,11"Ce and method of payment, 

wi th a fur'~her breal{dovm shm,ring the age of the balance 

due. ~he final report "enerated 18.S one detailing tl bal

anc es due the hospital brol\:en d.ovffi into the source s of 

paynent and further categorized into cUI'rent, 30, 60, and 

90 day or longer balances with a final composite balance. 

I"Ir. HcCarten said tha.t the hospital in St. Joseph, 1:110., 

they had started doing this l·:odc for had exper-i.enced 

an increase of over 40~~ reductions of their accounts 

receivables wi th an incr·e.ase of 30;; faster pe:y:ment. 

Thi sHould certainly be an Lnprove::rH~nt s:L'1.ce the report 

he used had a balance of over four hu...'1.dred thousand dollars 

in open billing. He further stated that because of the 

ability of the computer to provide fast reports it was 

the only case he knev.r vJhere a clU:'rent up-to-date report 

of the hospital accounts receivables was being made that· 

1o·laS in balance. 

Cmumerce Trust does not do any inventory control 

work. Mr. l'1cCarten said inventory control has presented 

so many variables, from cor;lpany to company, that they 
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Cor.~~erce Trust Co., (con1t.)
 

found they would have to mcl~e a tailored ~ro~ in ch
 

i~sta~ce and there~ore haven't done any of this work.
 

Another area they are stud:ring for expansion of 

-rT"'"'services is the stock cont~ol of department stores. 

has been working 'hTith the major mail order co:npanies and 

~~~ve spent over $15 million in the development of computerized 

control tech."1iQues in this area, t·1r. l1cCarten stated • 

.e further stated that the IB~ control techniques had shown 

hOv1 the store could get more volume Hnile reducing the total 

stock by respondir~ to customer denands faster and by 

spotting customer c~m!ges in buying faster. The bigGest 

problem that he-said he had had in his talks with local 

stores was the executive's lack of knowledge of the specifics 

of their ovm operation so they ~1ere Q~able to understand 

the computer system and discuss their problems. 

Their computer equipment is an _ 360. 



r,; :fEST D OCESSIK{~ 

[Vir. Dave Brmm 

The installation of a National Cash Register Model 

315 computer in January, 1967, vJaS the start of data 

processing for this service center. Prlinarily the data 

processinc; is for the Hetropolitan Bank, and they are in 

the initial stages of expandin~ their business. 

At the tiIllG of the intervie't'1 theT were, doing demand 

and time deposit processirxg for five, additional baJlks. 

They expressed the desi:"c to co 8....'1.y business data processing 

they can get as soon as they can get it. 

I.-lr. Brovm,' supervisor of the Data Processing, stated 

they had the ir computer del ivered on January 1st 2.....'1.d ,1ere; 

operatio::1al before the end of the month. They are nm,," 

eetting punched tape equipmcn~ for processing demand 

acco"U...'1ts. Under this tech...nique, the customer bank generates 

a p~~ched tape of all transactions that are encoded by 

them, then, the punched taPB is forwarded to the data 

center for processing and the checks are not needed for the 

data processing. The checks can be forHarded 'Hhere 

necessary for clearing. This Hill provide at least one day 

speed-up in the clearing, and vdll benefit the banks in 

the suburbs. 
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CORP ..TIOH (18H) 

Hr. T. E, Holds'dort~ 

The Service Burea.u Corporation has cha:Qged their 

a.pproach on data processing 'Nork from batch jobs to a 

packaged system approach. ~ley are now offering their 

customers a service for one individual system to a total 

system data processin~ system. In the present approach 

the system analysts 1'lill study your needs and tailor a 

data system to their findings and your needs and put it 

into operation. They Hill no longer take batch jobs nor 

overload one-shot jobs. Their effort is into provid' 

the customer with a complete packaGe for either a single 

system such as inventop7J sales and accounts receivables 

or for all your data processL~g; further J on a two year 

.t..' •contract they are sho~ing a cost reduction for 1J_-:31r services 

to the customer in the second year. Not only a cost 

reduction, but they will if you like J give you all the 

programs flow charts and docmnentation at the end of the 

second year SO that the customer can operate his o~m 

co~puter if he likes. 

~''ll'. HoldsHorth stated that their biggest competitor 

Has lIBig Brother" J the IBI-l equipment sales office, since 

SDC can go ~nto many installations that are renting equiumcnt 

and do a better job than t~ customer is doing and do it 



ion (conTt.) 

tLe 1969-70 conpletion 

Service Bureau Co~po~ 

for "thousa.."'lds less lf than t~ 

costs. ~h6~ are advancins to~a 

t:..inment d perso' 
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..... e on t~le nett,~ork of ce~lters and feeder puts . 

Un this :::' ment ~ sas C':'ty ~fil:::' be a COMputer c ter 

with feee-or lin from Denver J Dr. ~ -e .... , al:a, \'-Jichi ta, 

a:nd St. Louis. e "wri':: 'Hill be fed into 360-20 CO!"l.::Jut!ers 

at the feedor cities will be performed in Kansas City 

on a 360-30 computer t~at s been £ered bv a 360-20. 

Jhould Kansa~ C~ty find they not able to perfo~n v~~ 

Vlorl( at its arrii.ral tho netHo:,k i~ cs.p~ble of shiftir..:; the 

work to the 3aL~ switchi~; center in ChiG&So, tfr~ich can 

resvritch it to anothcp Cs:lt:..... ;:;.l p:::'ocessi:l.g office that 

has free time. T.~e cOliplet Hor:-: is t routed bacl-c 

to the' originator. 

~.·.~e reasons given for S3C! s lo~·~er cost of operation 

2..:--8 hw. ::"irst, their utl.lizi::.tion of their co~npt:..ters 

is high; at the present it' Dlir-·:htly ~.oo hou!" 

for :'he three shift seven da:r ~lcrk· schedule for tnre 

conputersj and secondar~ , the:" ~ave rea~ized a 155& decroa 

on sbai.:;l1t run tines on t~eir 360 computer over t:16 IhQO 

::'"' ie s c Ol;l:P'.l't: ":'nc ~neJ e gotten tnei~ Superv1sory 

'tem progr o'Oerat,~ona.l l' have measured an ~~cra~se 

of 26% speed in o?erations. us, the ~~G~er ~tilizat' 

-~ar.Q faster operation resu: in more 'Hork for less mo J 

to tt:'9 ..;toll;.er, Hr. Rolds~"i ted. 



L1 selling t~e system approach sir-oe be had &dequat~ 

nan~)OHer to "'be able to send e~o"..lGh systeus analysts in-:o 

the C1,;..S to:-::er t s "ausiness to ma.te a thorour.h and cO:lpreher:sive 

evaluation, then show ~. customer m~iasement exactly 

I-rha t they could do cl :hoH much it l·wuld cos t • They a2.s 0 

vlere in p:..... obably the best condition of an~r co:npeti tive 

o::'canization since they had a very large library of programs. 

At the preeeIlt t:L'11e ~hey are using an 1m: 360-30, an 

_ .......·1 .LubO, and an 131-I l~.Ol computer. They anticipate 

replacins the 1400 series con1puters with 360 models 

in the futUJ:·e. 

8 

ervice Bureau Corporation (can't.) 

'.r'. HoldsHorth sta -:;ed he did :1ot have any problen 
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·:rTV.c!!l. Ar::A PROCES ."7l 

._'Ir. L:r1e Fletcne~-' 

:19 .ivac ta Frocessinr, Center provides its 

custoT.1ers 'hTith P prog of ta processin~ ~1d 

in addition will do any type of batch operation o~ 

machine proc8ssi 

:Nr. Fletc as been the :rn.ana.R;er onl'Y tHO ,·reeks 

(at ti.Y'J.e of , ":1d sta.ted that he l'laS just 

getting into the overation. ta~ed that in brief 

:1is pl-'oblem is one of ~ebuild:' tho business volillle 

? to its prev::'ous levels a.."1cl l"onovin::; t:-:l.e ex.istil1s 

loss in operation. Specifically, he said ~eyond a 

general desire to do an:, a::1d 0..11 ~'iork 11.e cou.ld, he 

just wasn't able to be specific as to the services they 

could provide, due. to his short time in the job. 

They use a Univac computer. 
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MID~~ST TIESEARCR INST 

Hr. Dean Laurence 

'·~idHest Research Institute is \,rillL'lg and able to 

prov~de any type cOQputer and data services to their 

customers. They are currently providing a considerable 

amount of time for scientific-engineering calculation 

solving work in addition to business and economic type 

work on their IE~ 360-30 computer. 

Mr. Lawrence stated that they have been active in 

doing business studies for many companies. The studies 

are varied and cover sone aspects of the company, for 

example they have recently done studies for TTI·m FreiJht 

Line and S & ~: :-reen Stamps. In addition to the studies 

and simulations they do, ~~i does the payroll for Massman 

Construction Comp~y. 

~·1r. Lavrrence stated they ~{ere able .to do about any 

type computer or data processing work a customer could 

desire. They have suffici,ent staff of systems analysts, 

prograrr®ers, and machine personnel, with capabilities in 

scientific, engineeri.ng field.s, and business Hork Vlith 

the additional support of the Institutels scientific 

and economic area research personnel; ,..,rhich gives them 

the ability to do any type job the customer desires. 

The only limitation to the job size is the budget 

imposed by the customer, Mr. La~Tence said. 
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NST 

l{r. ITarry R. Nay 0 

The use of automated data process service o1.U'caus 

by business is increasing Wld this is normal and. good, £'lr. 

Mayo stated. Not only does the use of a service bureau 

overcome the problems of delay and cost of \lin house tJPe Jl 

accounting, but it can talte a greater volume of data as 

the company grm:s and not cause 8.n increase in COr;1)al'1Y 

Dersonnel. Hr. 1'1a'J'o e~("i')lained that :l.e had helned a corrroan'T 
~ ~ ~ ~ ~ 

set up their system a feH ~rea"{'s c.::;;o 1,li th a Hork force of 

three clerical oersonnel to ~)rep8..re the company's d.ata 

for the service center. Since then the quantity of Hork 

has increased over four times, yet only three clerical 

people are needed. This, he felt, is the best part of service 

bureau data processing. 

In using data processing service centers there are 

many problems that the business executive must face and 

be prepared to resolve or adjust to them. First, too 

m~1Y small companies (executives) don't really know what 

they want in information and data.. The next problem is 

the lIinterfacell with the service bureau; the method, manner, 

and control of data turned over to the service bureau. 

TDe &mall business executive turns the Hork over to a 

service bureau and wants to retain control of the data. 
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Ernst and Ernst (con 1 t. ) 

ther pl~oblem facinp: the EJ busine~s e;[ocl:ti7E: is 

that too mS...ny .. .,..,...,,.01 ce bureaus are basic2. prof i t nal:i:1X 

orItanizations not service or' tated. The;'.) ervicc. bm.--e[..us 

do not tell the ir c us tomers all the services the:r Cc...:.a 

perfor:n with the data available; and in many case8 :01' a 

very all incl"case in cost or no cost to the custcmo:-'. 

The lack of Hell qualified service bureau personnel also 

presents a problem to the cu~tm~er. 

l~fe.ny co:npa...."1ies have gottGn into their O1m canputo"'" 

because of prestiGe or status -- not ,justifiable need.. I'~r. 

lIayo said these 1\rere the IIsolf course 11 or 111ur~cheonll 

co~~uters. One company executive will ap~"1ounce to t~e 

~roup that his company has installed lI a C01~lputern, 'Hl1.ich 

may be anything from a small desk COTIlputational mach~no 

to an honest-te-goodness cOIilputer. From this annotmc,ement, 

a company executive will return to his office and start 

action to get "their oi·m" computer since they are just as 

oi,:::; and 11 if the other co~npany has one they certainly need 

o1:e and they must keep up to date 1.Jith these nei·.] :Ui1provements n • 

.. 
Uit110ut actually investigating the costs, alternd..tiv8.;o, 

or ne:eds they get a c om~)uter. hr. Najo s aid he is }enm-nl. 

as 'the man IIwho tilroHs out c o:..nputers II in Kansas Ci t;y·. This 

reputation is from beiUS ce.lled to justify 8. larGer computer 

llil.d	 his findings that the work could be done better lli~d 

heeper by a service bureau. 
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. ').l:J.n'I~t and Er:1st ;. cor',' -;:;. 

said that a .compa."'l::7 that l'mnts to overCOIlle 

its data problems bY automation has to first mal·:e <:, 

comp~ete ~~d thorough evaluation of its ne 

os"ts, d then plan t' S:lste~. After thiz tho pY'ob!.s'TIi'" 

that. a t of service bureau u CSl-:U be elim.i ·oJ .."'-'"

controlled. Here in Kansas City the k M 
.......,.....
 r·~to,..L ~ 

ha~ ~esulted in the use of punched tape e
 

:o.ransfor the customer's d~ta to the serv.ice eau,. 1-'
 

l:J much easier to get So bu.siness machine onel' r and t:·~:"n 

.1.hel."l to run a punched tape producing busine a, ::;,~1d 

replace them easier than keypunch OlJ6ratOY·s. ';r 
v 

...ski debi t a...:'1d credit II totals" and itemco'.mt::. e 

service bureau customer c I..eep control of - ta, ;:,':"nc0 

the service bureau must balance to the customer'~ tot~13. 

,. '"I• ~·ia.yo sm d that "C11e p e prOGr8.lTI appros.c~ .:;) '0;;; dI71£ 

to be the best for small oU::lineas c"J.stomers. By s:)' dinz 

....h6 uroaram development and debugging costs over YI1o.~'1J'" 

.,tolllers the -Lillit costs are '.jSl"y small. For e.:;.;:a:npl0" .

id, that there is a package payroll progr·arn. nm·; tein:..; 

" that originally cost ove $200,000. B0caU3S the 

pacza~e has been used m s the cost.., 'f2 1'2.33 thai 

r:'?O "v'0' no -ror a customer; yet the customer bener::. ts b~' ~lC:.vir:.G-':')L.- _ 

0. bett cKage than he could afford to h~ve d8V0~OP6d 

fOI" If alone. Mr. Mayo d, liDo businesses ~la.."1t 
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Ernst a:.rld Ernst (conlt.) 

to really pay the cost for individuality? II "This needs 

some rGally deep thinkmq;. If 

In Kam as City the fact tha~, up until this year, 

there were three check cloaring houses created the 

computer boom by banks. In his estj~lation many of the 

banks would be better off to rent their processing and 

have only one or tHO big corr.qJ-uters ha...'1dling the transactions. 

Because every bank got their ovm c~lputer the service 

bureau business has been fragMented by oach bal~(fs efforts 

to expand their work to pay for their crunputer. This 

has hurt the overall service bureau picture in Kansas Ci t-

rather 'than helped it. Since there now is a consolidation 

into one check clearing ho~s& in the city and the pullout 

of a large tr'us t fund frOlTI another bank, the ba.'11{s c or~"')ut€;r 

departments are being squeezed and this may in t~e li~prove 

the situa ti on, Nr. M:a:ro stated. 

In Kansas City the prll~ary places a small business 

company can go for data processing are limited. Hr. ~;Ia7Jro 

stated that he thought Statistical Tabulating was t~e best 

for general work and Charles Overfelt was very good in 

his area of inventory and accounts receivable and/or sales. 

By staying in the specific speciality that he does, 

Charles Overfelt has developed some very good 1IJO:::'1': ai"1C1 etoes 

a very good job. The main difficulty in vlOrl'd:r>.,s Hi th TI3!I IS 



,5 

..... ~ ( ,...tt)7j1""n:s't 0. ~rnB 1.1 co__	 • 

tion is that id rotation 0'Jervice !3-...reau Cor 

proVldin~ a close c~3toNer-their executives es not 110.lp 

service center relationshi~. 

J 
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FIRST iIATlm:AL BA~~;~ 

!·ir. I3!'uce Rider 

"1TI 'irst rTatiOl' B.n.:i: oes considerable work ror 

Oth8:;''' ball~:S. Tl roceS3':'n;~ is done b:r their Dim developed 

·-aclra..r:e of programs. T'he:r do all the sa.tle thinbs othv~ 

bal~~s data processine centers do for their customers. I~ 

auoi tion to the nOl'1ilal lJorkloads in dem.and dc)osits, 

av~~g, they do so~e boo~Jteep:ng work for b~~{s. ?ney 

also do sane mortgage and lo~~ se~vice comp~DJ data 

processing; which is not beinJ done by other baru( data 

cenJesrs. 

The First does considerable payroll data processinG 

for other than financial inttitutions, Mr. Rider stQ~ed. 

In the area of doinS Hork for busin'ess6s }:r. Hider sai' 

that at the start of their data processing some yeal's 

ago they tried the operation of doing any and all work 

every time the phone rang. ey soon fOllild out they 

were losing money and stopped the Hark. NOH they arc 

very particular about what work they will tlli{e. First, 

it has to benefit the bsI.U:, by providin0 new business, 

before they vTill consider the data processing. ~hen, 

the data processing must be of sufficient quantity to 

pay i ts Ha~y. 


