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ADAPSO, time-sharing firms, and software
companies: 1968–1975

ADAPSO, The Association of Data Processing Service
Organizations, was established in 1961 as a trade group
for the burgeoning service bureau industry (see Figure 1).
It emerged as a venue for informal interactions and for-
mal collaborations between firms using computers and
punched card machines to provide administrative servic-
es. Its early development was explored recently in Annals
in an article and series of four biographies.1 This article
explores ADAPSO’s continued development during the
late 1960s and 1970s as it broadened its scope to include
firms providing other kinds of computer-related services.

ADAPSO in the late 1960s
In mid-1968, ADAPSO had a total of 377 members, 204

of which were full voting members. The vast majority of
these were service bureaus providing some kind of admin-
istrative data processing services to businesses. The associ-
ation was growing rapidly. At the beginning of that year,
ADAPSO News had informed the association’s membership
that its new headquarters had been established on
Lexington Avenue in New York City, shifting away from the
home office of the association’s retiring founder William H.
Evans in Abington, Pennsylvania. This coincided with the
announcement that a young man named Jerome L. Dreyer
had taken over as executive vice president of the associa-
tion.2 The new office was by no means large, with Dreyer’s
initial staff consisting of one part-time secretary.

Dreyer was to run ADAPSO for almost two decades,
until 1986. Association management was his whole
career. Dreyer had an undergraduate degree in journalism
from New York University. After graduation he had served
an apprenticeship in business association administration
at the American Management Association, the National
Association of Mutual Savings Banks in New York City,
and the Farm and Industrial Equipment Institute in
Chicago. He knew almost nothing about computers, but
had considerable experience in organizing meetings, writ-
ing press releases, and providing services to members.3

Like many long-serving executive directors, Dreyer
exerted considerable influence over the policies adopted
by his association. While associations generally leave pol-
icy formation in the hands of an elected board and its
officers, these positions are part time, and their occupants
are usually required to rotate after one or two years.
Executive directors, however, control the daily function-
ing of the association and can outlast many generations
of elected leaders. Dreyer came to hold considerable
power over the nomination of the ADAPSO presidents
and other officers. He remembers “looking over the group
of people that we had with us as members” and saying,
“He’s got to be president some day … and he’s got to be
chairman later on, and that guy over there is going to
head up my education committee.”4

The most fundamental challenge facing ADAPSO dur-
ing the late 1960s and early 1970s was the assimilation of
new kinds of computer services and software businesses
alongside its original constituency of service bureaus. By
1967, a few time-sharing and software firms had begun
to join ADAPSO. (The software firms were, at this point,
likely to be firms specializing in contract programming
services.5) While software and time-sharing firms were
distinct from service bureaus, they appeared to have suf-
ficient overlap to justify an alliance. Service bureaus had
long viewed programming services as a desirable, high-
margin service with which to supplement the sale of
machine time. 

The association was forced to accommodate some fun-
damental differences between the priorities of these new
members and those of its existing core. From the mid-
1960s onward, ADAPSO prepared statistical surveys on
topics of interest to its members. One important series
was the Operating Ratios Survey, based on financial data
collected from a sample of member firms. The 1967 sur-
vey discovered that service bureaus, time-sharing firms,
and software companies had quite different business
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Figure 1. ADAPSO logo, as used during the late 1970s and
1980s. (Courtesy of Charles Babbage Inst., Univ. of
Minnesota, Minneapolis.)



models. Service bureaus typically had lower
revenues than software firms ($450,000 versus
$1.6 million) but more fixed assets. They
reported obtaining just 13 percent of their rev-
enue from “program and systems”, suggesting
that most remained heavily focused on simple
processing services. 

The time-sharing firms of 1967 were in a
similar financial position to the dot-com firms
of 1999, losing an average of $275,000 on rev-
enues of $500,000.6 An early presentation to an
ADAPSO meeting by a representative of
Tymshare, Inc. laid out the firm’s operations
and business model, concluding with the
observation: “Many people wonder how you
can make a time-sharing operation profitable
with rates that appear to be that low. Well, we
wonder about that too!”7

Time-sharing firms in ADAPSO
Despite this gloomy financial picture, many

saw time-sharing as the future of the industry.
As early as 1965, a representative of Univac had
assured an ADAPSO meeting that it “will soon
grow to be the most important area in the
field.”8 As Martin Campbell-Kelly has shown,
the speculative boom that visited the newly
christened software industry in the late 1960s
was centered on time-sharing firms. Many lead-
ing service companies lost many millions of
dollars in attempting to enter the computer
utility business, acquiring traditional service
bureaus along the way.9

In 1967, the ADAPSO board established a
committee “to study the possible benefits of
cooperative effort in the utilization of time-
sharing concepts.”10 In some ways, it made
sense to view time-sharing as an extension of
the service bureau business. Previously, the
need for easy exchange of computer tapes,
printouts, and punched cards kept service
bureaus close to their customers and limited
the economies of scale available to large
national firms. The widely promoted comput-
er utility concept was just another way of pro-
viding data processing services. Customers
would connect via telephone lines and dedi-
cated computer networks, rather than sending
their data by courier or postal service. 

In practice, the culture and concerns of the
time-sharing firms that survived the industry
shakeout at the end of the 1960s were quite dif-
ferent from those of most service bureaus.
Success in time-sharing required a much larger
capital investment, the creation of complex
systems software, and a highly skilled pro-
gramming team. As they were developing and
proving new technologies for operating sys-

tems and data communications, they were
often much more technological in their man-
agement focus than the traditional service
bureau organizations. According to a Tymshare
representative,

Unlike batch processing computer centers,
which are noted for mass confusion, when the
computer is running, a timesharing center is a
very quiet place. It only requires one operator to
watch the lights flicker. … After a crash, the time
sharing center is a wild place. The phones are
ringing off the hooks and computer operations
and services personnel are coming out of the
woodwork with sneakers on to try to get the sys-
tem back up.11

Few sneaker wearers were likely to hide in
the woodwork of a traditional service bureau.
In contrast, and as the career of Comshare
cofounder Rick Crandall shows, commercial
time-sharing pioneers would benefit from sys-
tems programming experience and graduate
degrees in computer science.12

In 1968, Thomas J. O’Rourke of Tymshare
was already an ADAPSO board member, but
time-sharing firms had otherwise maintained a
rather low profile within the association.
Comshare CEO Robert Guise was invited to
attend an ADAPSO board meeting to discuss
the representation of time-sharing firms. He
reported that members of the time-sharing
industry were holding regular, though appar-
ently informal, meetings and that moves were
afoot to establish a computer time-sharing serv-
ices association. The ADAPSO board resolved to
work more closely with this group and attempt
to persuade its members that their concerns
would be best addressed from within the asso-
ciation.13 Early in 1969, the board approved
O’Rourke’s suggestion that the time-sharing
group be admitted to ADAPSO, to create the
association’s first formal section—the Comput-
er Timesharing Services Section.14

Specialist time-sharing firms such as
Tymshare, Comshare, General Electric Infor-
mation Services Division, National CSS, and
several short-lived rivals were heavily involved
in this section.15 Computer vendors such as
Univac, Xerox, Control Data, Honeywell, and
IBM were also involved, though not necessari-
ly all at the same time.

Unlike the first generation of ADAPSO firms,
the time-sharing companies shared an imme-
diate and pressing political concern. Years
before the break up of AT&T or the beginning
of serious telecommunications deregulation,
they were operating in a legally hazardous area
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somewhere between the largely unregulated (if
sometimes monopolistic) world of the com-
puter industry and the tightly regulated and
legally enforced telecommunications monop-
oly of the Bell system. 

While the idea of convergence between the
two industries was already fashionable during
the 1960s, it was far from clear which culture or
legal framework was likely to prevail. Thus, as
well as keeping regulated telecommunications
firms out of the market for general-purpose data
processing services, the time-sharing firms had
to fight efforts by traditional telecommunica-
tions carriers to expand the existing regulatory
regime to encompass all firms offering public
services over telephone lines. Rick Crandall
recalls that Comshare was able to share a single
long-distance line from the firm’s data center
between several locally connecting modems
only after building its own “store and forward
device.” Using a standard multiplexer to do the
job was viewed as an illegal resale of a telecom-
munications capacity, whereas copying incom-
ing bits into a tiny buffer before retransmitting
them turned the device into a computer and
therefore made it legal to connect.16

It’s no surprise, therefore, that the new
Computer Timesharing Services Section made
representation of the fledgling industry to
Washington, D.C. one of its top priorities, or
that the leaders of these companies viewed par-
ticipation in ADAPSO as a productive use of
their time. As early as 1967, the ADAPSO Annual
Meeting of Members adopted a resolution that 

organizations affiliated with common communi-
cations carriers shall not be permitted to market
electronic data processing services commercially
except at prices and/or terms which do not have
the effect of injuring competition …17

The section pursued this fight throughout
the 1970s and 1980s, into what proved an era
of radical telecommunications deregulation.
The most important battleground was a series
of consultative and policy-setting proceedings
carried out by the Federal Communications
Commission, known as the First, Second, and
Third Computer Inquiries.18 The section was
small, and the deep concern with these issues
held by its members was not shared by the rest
of the association. This sometimes caused fric-
tion, but members of the section recalled that
their firms were much larger than the software
and service bureau companies that made up the
rest of ADAPSO, and so paid association dues at
a much higher level (in addition to a special sec-
tion membership fee to support its efforts).19

In 1974, the Computer Timesharing Section
was renamed the Remote Processing Services
Section. Remote processing was a broader con-
cept than time-sharing. It included so-called
remote batch processing, where a user
uploaded a program and data, and might later
download the results, but did not stay online
to run the program itself interactively. It also
included a range of online services. ADAPSO
Newsletter announced that 

the major reason for the name change is to make
the Section’s activities more indicative of its true
direction, thus making it more palatable to non-
members who may have felt that they did not fit
under the previous concept implied in the name.20

Accompanying this was a substantial reduction
in the additional dues required of section mem-
bers.20 This push for breadth seemed to be
working, because by early 1974 the section
reported 20 members, up from a low of eight at
the end of 1972.21

The increasing importance of teleprocessing
firms was reflected within ADAPSO as a whole.
In 1973, Thomas J. O’Rourke of Tymshare, one
of the leading time-sharing firms, was elected
president. He was followed in 1978 by Richard
L. Crandall of Comshare, and in 1981 by
Robert Weissman of National CSS (by then a
division of Dun & Bradstreet).

Software firms and the reorganization of ADAPSO
Another important development for ADAPSO

was its emergence as the main trade association
for suppliers of packaged software. Until the
late 1960s, there had been no real market for
programs as freestanding standard products.
But by the late 1960s, a handful of companies
had begun to specialize in the selling of stan-
dard software packages for mainframe com-
puters. Historians agree that IBM’s 1969
decision to begin charging separately for most
of its software offerings, rather than bundle
them with hardware purchases, was a key
development in encouraging the development
of the software industry. The most successful
early products were specialized pieces of system
software, such as file management systems,
source code library managers, and automatic
flowcharting systems. These were used prima-
rily within data processing departments to
improve programmer productivity.22

ADAPSO moved relatively rapidly to open
its doors to this new breed of software product
companies, amending its bylaws in 1968.
However, it was not until its 1972 merger with
the Association of Independent Software
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Companies—a process orchestrated by Larry
Welke of specialist publishing firm ICP—that it
became an important forum for these firms.23

These firms remained a distinct section within
ADAPSO, with a culture and set of concerns
largely distinct from those of the service
bureaus or time-sharing firms.

The legal status of software was in many
ways undefined during the early 1970s, which
was a matter of obvious interest to firms trying
to support themselves by selling it. Packaged
software occupied a rather nebulous position
somewhere between traditional goods and serv-
ices. Software products initially seemed to have
a considerable amount in common with the
professional service firms, for whom contract
programming was generally a primary business.
By the mid-1970s, however, it was apparent
that, as Welke puts it, “product has a totally dif-
ferent cost set-up, different revenue streams,
different equations on how you run the busi-
ness from professional services.”24 ADAPSO’s
most important function for the software prod-
uct companies was to provide a forum in which
they could collectively work out exactly what
parameters to plug into these equations. 

One particularly controversial topic was the
patentability of software inventions and algo-
rithms, a topic recently explored within Annals
by Marty Goetz of Applied Data Research, an
active ADAPSO member who played an impor-
tant role in establishing legal precedents in the
area.25 Even within ADAPSO, this remained con-
troversial. Lee Keet, another active former mem-
ber of the Software Industry Section, continues
to feel that “even though there are thousands
and thousands, tens of thousands of patents for
software, I still think they are all invalid.”26 Even
the applicability of copyright to computer code
was unclear, prior to the passage of the 1976
Copyright Act. One of legal counsel Milton
Wessel’s first interactions with ADAPSO involved
examining legal opinions on the matter.27

By the end of the 1970s a clear pattern for
mainframe software sales had been construct-
ed. While easy to take for granted in retrospect,
it was far from obvious at the time. Software
was generally sold directly, by full-time sales-
men employed by the company concerned.
Software code was protected by copyright, and
specific innovations could also (in some cases
at least) be patented. Software was legally
leased rather than purchased, so that the uses
made of it by the purchaser could be regulated.
Virtually all packages required a large initial
payment, followed by an annual maintenance
fee in return for which the customer would
receive technical support and updates. Users of

systems products did not usually have access to
source code and could not perform their own
modifications to the core program. Most firms
distinguished between major new versions of
the software and minor bug fixes and patches.
The former appeared every year or two and
generally carried an additional charge. The lat-
ter appeared in a steady trickle and were cov-
ered by the initial fee and maintenance
payments. New functions of interest to only
some customers, such as an interface to work
with a particular operating system, were fre-
quently sold as optional add-on modules for a
considerable extra fee.

Another question of direct interest to mem-
bers of the section was whether software should
be considered a good or a service. ADAPSO staff
lawyer Ron Palenski recalls contradictory
claims in this area:

On one hand, the Federal government took the
position that software was intangible and, there-
fore, did not qualify for things like accelerated
depreciation, the investment tax credit, and other
favorable tax treatment. But the states, in their
desire for revenue, were taking the position that
software was tangible, and therefore, its transfer
or sale was subject to sales and use taxation.28

ADAPSO was particularly active in support-
ing its member firms against attempts from
state governments to define software as taxable
property. This threat was reported as early as
1972, and by 1973 California, Kansas,
Michigan, and Washington had all attempted
to tax software with numerous other states
expected to follow suit.29 An important victory
came in 1977, when the New York State Tax
Commission ruled that computer software was
not taxable under its existing regulations.30

These legal efforts required a special 15 percent
dues surcharge in 1976.31 The association
remained active in monitoring and fighting
such proposals well into the 1980s. 

Software firms faced a similar, though con-
ceptually almost inverse, challenge from the
Federal Accounting Standards Board. Packaged
software companies viewed their proprietary
source code as an important asset. They wanted
to be able to report its value as an asset on the
balance sheet and defer portions of develop-
ment expense over several years to reflect the
cyclical nature of software product revenues and
development efforts. This was another area
where the intellectual issue at stake was really
the choice of metaphor: Was investment in a
new package more like building a factory (where
costs in one year could be used to reduce taxable
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profits later once the factory was up and run-
ning), or was it more like a high-risk research
project where future returns were impossible to
gauge? Neither metaphor fit all software devel-
opment, and the lack of precedents gave soft-
ware firms a sense that concerned collective
action offered them a good chance of influenc-
ing the final accounting consensus.32

ADAPSO and its members
For much of the 1960s, ADAPSO had pub-

lished a simple newsletter. In 1969, the associa-
tion jumped into the world of glossy magazines
with its official journal, Computer Services (see
Figure 2). Well illustrated and featuring sub-
stantial articles, this hefty publication was pro-
duced in collaboration with Hal Spector of the
Technology Publishing Corporation. The plan
was that its print run of about 12,000 could be
distributed to potential users of computer serv-
ices, with the cost covered by advertising sales.
Dwindling advertising sales during a recession
caused Technology Publishing to drop the jour-
nal in early 1971, leading to some acrimony
and a threat of legal action. With the failure of
Computer Services, ADAPSO reverted to a rather
homemade-looking newsletter format for the
ADAPSO Newsletter.33

A 1972 reorganization remade ADAPSO’s for-
mal structure as a federation of the various sec-
tions. Although the software and time-sharing
sections were becoming increasingly important
to the association, service bureaus (or, as they
increasingly called themselves, data processing
centers) remained the core of the association’s
membership and controlled most of the seats
on its board. The reorganization created a third
interest group, the Data Center Section, for the
service bureaus. All ADAPSO member firms
were required to join one or another of the
three sections. Ten of the 15 seats on the ADAP-
SO board were divided almost equally between
the sections, with the most senior officers with-
in each section automatically becoming mem-
bers of the ADAPSO board. Funds not required
by headquarters were passed on to the sections
according to the proportion of the association’s
total income provided by their members.34

With this shift, sections moved from the
periphery of the association to its heart.
Although further shifts were made to tweak this
system, including some redistribution of power
away from the sections, this basic framework
stayed in force into the 1980s.

The sectional structure segmented members
according to the kind of business they were
involved in. This was an alternative to another
form of organization considered: the establish-

ment of local chapters. The idea of chapters was
first broached around the time of the associa-
tion’s founding, and a Chicago chapter was
almost recognized in 1962.35 The idea resur-
faced periodically. Dreyer took some credit for
killing the idea of local sections, saying that he
thought it would be divisive, and that they
would “fight for money and program time”
with the national organization. “Took me about
a year to get rid of them,” he recalled.3

As the staff grew, membership growth (see
Figure 3, next page)36 became the responsibili-
ty of the director of public relations, Dave
Sturtevant. Recruitment techniques included
regional breakfast meetings, personalized invi-
tations to nonmembers, and free guest atten-
dance at conferences.

In 1974, after several years of discussion,
the association’s headquarters moved again,
out of the expensive environs of midtown New
York and over the river to Montvale in New
Jersey. The move was motivated, at least in

January–March 2005 71

Figure 2. Advertisement for the short-lived ADAPSO journal, Computer
Services. (Courtesy of Charles Babbage Inst., Univ. of Minnesota,
Minneapolis.)



part, by Dreyer’s desire to work closer to his
home. By this point he recalls that the associ-
ation’s staff had grown to about six, including
Tom Farewell who served as Dreyer’s primary
assistant, with the formal title of director of
member programming.37 Another staff mem-
ber, Olga Grkavac, was responsible for govern-
ment relations. The increase in staff permitted
a gradual expansion in the association’s formal
services and programs, especially in the politi-
cal area. On 13 November 1978, a new ADAP-
SO headquarters was officially opened in
Washington, D.C. This accompanied a shift of
staff and resources within the association
toward political and legal activities.38

Because of space constraints the final por-
tion of this analysis, dealing with ADAPSO’s
legal action on topics of collective interest to its
members, and the association’s development
during the 1980s, will be published in the next
issue of Annals. It will be accompanied by a
biography of Larry Schoenberg, one of the asso-
ciation’s most active members during the late
1970s and 1980s.
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