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letters 
Tax topics 
Your October editorial ("Capital Gains 
-Who Loses," p. 59) urging the re­
tention of the preferential treatment 
for capital gains in the tax laws pre­
sents a rather narrow view of a broad, 
deep, and crucially important subject. 
As a first-order approximation, you are 
correct; tax incentives to invest rather 
than consume are essential to the re­
newal and advancement of the tech­
nological base of our economy. The 
present capital gains preferences, how­
ever, are not very effective in obtaining 
the kind of investment required. 

By treating all capital gains alike, 
the present law provides no greater 
incentive for investment in new plants 
or in research and development than it 
does for long-term speculation on 
changes in the interest rate using safe 
government debt instruments or for 
other strictly financial games. Instead 
of deploring a movement to repeal 
such incentives, we should be using the 
movement to bargain for more effec­
tive laws. Three desirable reforms 
come to mind immediately. 

First, w,hile taxing capital gains at 
full normal rates, the proceeds from 
the sale of assets should be indexed by 
the GNP deflator before inclusion in 
income. Thus there would be no tax on 
the portion of the gain attributable to 
socially created inflation. Incentives to 
invest would be preserved while gim­
micky tax-avoidance schemes would 
not ,be encouraged. 

Second, realization of gains would 
be deferred on that portion of the pro­
ceeds of a sale of assets that was rein­
vested in new securities to the extent 
that the new security was not merely a 
refinancing vehicle. Without foregoing 
the principle of equal treatment for 
income and capital gains, this provi­
sion would focus investment on wealth 
'creation and aw.ay from transfers of 
already-existing wealth. 

Third, the present restrictions on 
writing off capital losses should be re­
moved. In the absence of a preferential 
tax rate, there is no reason, if there 
ever was, for inhibiting the cutting of 
losses and reinvesting the full proceeds 
as quickly as possible. To the extent 
that the present laws place extra bur­
dens on losers, they favor safe, unim­
aginative investment over venturesome 
risk-taking. 

Furthermore, given laws that more 
specifically encourage risk-taking, it is 
by no means clear that the elimination 
of double taxation of dividends will 
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enhance the economic power of the 
big, dividend-paying corporations. 
Double taxation coupled with the pref­
erential capital gains rate have been 
keystones in their argument for reten­
tion of earnings. Investors have had an 
incentive to let management finance 
company expansion internally, away 
from the open capital market. With 
that incentive gone, investors may well 
demand higher payouts of profits in 
the form of dividends. If they can pro­
cure such payouts, at least some of the 
investors are likely to put some of the 
proceeds into more venturesome situa­
tions than would the management of 
the dividend-payer. 

By preferring all kinds of capital 
gains indiscriminately, the present law 
creates powerful incentives to structure 
business arrangements artificially for 
tax advantage rather. than economic 
value. The law does too much general­
ly and not enough specifically for those 
kinds of investments society should be 
encouraging. The first step out of this 
mess is to eliminate the distinction be­
tween ordinary income and real capital 
'gains income. Only then will it be pos­
sible to devise tax incentives that will 
encourage innovative investment. 

SANDER RUBIN 
Berkeley, California 

What to do . 
The data communications tutorial by 
George M. Dick ("The Communica­
tions Channel: It's Broken-Now 
What," October 1977, p. 113) did a 
very good job' of presenting a large 
amount of information. Some basic, 
although important, topics which were 
omitted concern testing at the termi­
nal-modem interface, and use of the 
data communication error logs as an 
alert to a problem of degradation be­
fore the communication channel goes 
down. 

Very often we must include the DTE 
(data terminal equipment which can 
be the communications controller of a 
computer or an ordinary terminal) as 
a suspect in the diagnosis of a data 
communications failure. It is relatively 
easy to monitor the common EIA 
Rs2323C interface between the DTE 
and the modem with a specialized test 
box. The better EIA test and breakout 
boxes have small lamps which allow 
the user to see the state of any of the 
control circuits, and to view the data 
circuits a built-in pulse stretcher pro­
vides a flickering light for data at any 
rate-a steady mark or space is proof 
of the absence of data. 

Additional tests and substitutions 
can be made using this tester, and with 
a cost of well under $1,000, it is much 
more easily affordable than the digital 
and analog measurement,sets discussed 
by Mr. Dick.' The low cost and 
straightforward use makes it possible 

for the user to own and apply such a 
test set and to help isolate data com­
munication problems. 

, Most modern data communication 
involves a computer at at least one end 
of the channel and incorporates er­
ror detection with retransmission re­
quested when an error is detected. The 
data communications softWiare (in the 
computer, front end processor, etc) 
often maintains a log of the number of 
retransmissions required. This gives an 
indication of the block error 'rate and, 
since it shows the overall effectiveness 
of the system operation, it can be used 
for evaluation and tuning. 

In the current context, if the re­
transmission rate is inspected peri­
odically, it can indicate a gradual de­
gradation before the error rate be­
comes so high that the communication 

channel becomes unusable. This is the 
,time to arrange for backup and for the 
thorough testing described by Mr. 
Dick-preferably to be done during 
slack times or when you've transferred 
to your backup facililities. 

HENRY E. SCHAFFER 
Professor of Genetics 

North Carolina State University 
Raleigh, North 'Carolina 

Mr. Dick responds: Mr. Schaffer is 
discussing what can be done by an 
end user before getting involved in the 
testing I described. His suggestions, 
of course, are only a beginning, as 
there is much else than can be done 
with the hardware most users already 
have available. Unfortunately, most 
persons don't realize what is possible. 
For example, I've always wondered 
why the EIA Signal Quality lead is 
rarely considered as a channel perfor­
mance monitor. One thing, however, 
must always be remembered: trouble­
shooting is an inexact science, and a 
method that works well for one indi­
vidual may be totally useless (or 
meaningless) for another. 

Room for some more 
I challenge the comment in the "Ru­
mors and Raw Random Data" section 
of your October 1977 issue (p. 176) 
which alleges that the size of the Bc/7 
operating system "is so big there's 
hardly any memory or disc space left 
for the user." This is a distortion of the 
facts. 

The Sperry Univac Bc/7 Interactive 
Operating System was developed with 
ease of use as one of the primary de­
sign objectives. Ii communicates with 
the operator through the video display, 
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people 
The Year of the 
Lawyer 
In 1970 people were saying that would 
be the computer industry's year of the 
lawyer. Could they have foreseen the 
plethora of legal issues which would be 
facing the industry in 1978, they prob­
ably would have withheld that label for 
seven years. 

Susan Nycum, an attorney with the 
San Francisco law firm Chickering & 
Gregory, specializing in computer-re­
lated law, and chairman of the Assn. 
for Computing Machinery's (ACM) 
standing committee on legal affairs, 
was asked by the ACM to look into 
"what's going on in Washington con­
cerning the computer industry." The 
initial result of her investigation was a 
stack of paper almost four inches high. 
She said there are 328 bills before the 
Senate and the House of concern to 
the industry. And that's just the federal 
level. 

At the head of a list of issues she put 
communications, including the Bell bill 
(the controversial AT&T-backed Con­
sumer Communications Reform Act 
which some see as dead while others 
are not so sure) and a need to rewrite 
the Communications Act of 1934 to· 
accommodate telecommunications. 

She mentioned privacy of informa­
tion systems, predicting that numerous 
federal bills on this subject will come 
up for hearings this spring and that 
many will come head-to-head with the 
Freedom of Information Act. She said 
the privacy issue directly interacts with 
another big area of legal concern with­
in the industry, electronic funds trans­
fer (EFT). Here, she said, "we also 
have the whole .notion of antitrust, 
competition, branch banking laws, and 
requIred sharing of terminals. 

Also mentioned as key issues were 
software taxes and the question of the 
tangibility of software and the prob­
lems of protection of proprietary inter­
est in software. 

Nycum, in her capacity as chairman 
of ACM'S standing committee on legal 
affairs, carried the opinions of mem­
bers of her committee to Chicago to 
lay them out for the software subcom­
mittee of the National Commission on 
New Technological Uses of Copy­
righted Works (CONTU) which was 
holding hearings on a report it had 
issued essentially recommending copy-
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right protection of software (Septem­
ber 1977, p. 252). Declining to state 
her own opinion, she said her commit­
tee took "no solid poosition. A plurality 
(of the committee) thought it (copy­
right) was a good idea. A number of 
members disagreed and some didn't 
have a position. The hearings raised as 
many questions as they answered." 

She said problems with the proprie­
tary aspects of software are the most 
common among her clients, whom she 
described as ranging from "very large, 
sophisticated computer users, multina­
tionals, down to a couple of people just 
getting started. Professors, you name 
it. . ." A second big concern of her 
clients, she said, is taxes. 

While today her practice is exclu­
sively in computer law, Ny·cum started. 
out as a lawyer who "didn't even know 
computers existed." She worked for a 
family firm. "In those days, as a wom­
an," she recalled, "you were restricted 
to the kinds of law that are not very 
exciting such as real estate and pro­
bate." 

She got into computer law in 1965 

SUSAN NYCUM 
a plethora of issues 

when she went to the Univ. of Pitts­
burgh to work on a project involving 
computerizing state statute data bases. 
While there she developed what prob­
ably was the first litigation support sys­
tem. The university's project team was 
spun off to form Aspen Systems Corp. 
The company went public and, Nycum 
said, "the emphasis was on selling, 
not on creating." 

Her first impression of the IBM 1401 

at the university had been, "It's a big 
piece of equipment that blinks at you." 
While still there she began to hear talk 
from a friend at Carnegie-Mellon 
Univ. of "something called a PDP and a 
company called DEC. I realized there 
was something more out there than 
what we had." 

When the emphasis shifted at As­
pen, she went to Carnegie-Mellon as 
manager of User Services and Opera­
tions at the university's Computer Cen­
ter. In 1969, she moved west to be­
come director of the Stanford Campus 
Computer Facility. From· there she 
moved back into law, accepting a posi­
tion at the Stanford Law School in an 
IBM-sponsored program which let "you 
do whatever you wanted. I looked into 
the possibility of a artificial intelligence 
approach to litigation." 

She got into something else while at 
the law school. It was there she met 
Donn Parker of Stanford Research In­
stitute who was just beginning to look 
into computer-related crime. 

"I was ready," Nycum said. "I'd just 
had an incident. Someone tapped the 
campus computer facility's computers 
and was caught. All they could get him 
on was making an obscene or harass­
ing phone call." She worked with 
Donn Parker on the National Science 
Foundation-funded report on comput­
er abuse which she said had as one 
direct result the introduction by Sen. 
Abraham Ribicoff of the Computer 
Systems Protection Act of 1977. 

Susan joined her present firm in 
1975 and is adroit in allocating her 
time between her practice, her work 
with ACM, and work as vice-chairman 
of the Science and Technology section 
of the American Bar Assn. "I pretend 
I'm working two shifts." She says she 
averages one speech a week in any 
given year although "they tend to 
bunch up;" 

Born and raised in Pittsburgh, she is 
a graduate of Ohio Wesleyan Univ. 
and Duquesne Univ. Law School. She 
is coauthor with Robert P. Bigelow of 
Your Computer and the Law. 

When not lecturing, counseling, re­
searching, traveling, and writing on the 
issues of computers and law, Susan 
Nycum enjoys her home in Portola 
Valley. She admits to being "a very bad 
tennis player," but she says her hus­
band, Jim, also a lawyer, is good and 
she plays at a tennis club where "the 
pros are understanding." Another hob­
by is "pets in varying numbers." She's 
very happy that last year her I8-year 
old daughter, named as she was for her 

. grandmother, pledged a sorority, Kap­
pa Alpha Theta, that both her grand­
mother and great-grandmother be­
longed to in the 1800s. "And she has 
my grandmother's pin." The younger 
Susan is a freshman at the U niv. of 
California, Berkeley. 
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There's A Lot to 
be Done 

Obsolete is something Robert V. Head 
will never be. Having spent 20 years in 
the systems field with the likes of IBM 

and Univac, the top Agriculture Dept. 
dper is more than qualified to speak 
out on computer problems. And he 
does speak out regularly and rationally 
on the plethora of ills plaguing the 

ROBERT V. HEAD 
"A year in a tiger cage" 

biggest user of them all, the federal 
government. 

Uncle Sam's biggest stumbling block 
to effective computer usage today, he 
asserts, is "our inability to get rid of 
obsolescent systems." This situation, he 
speculates, may be exacerbated by pro­
curement difficulties coupled with the 
heavy agency investment 'in applica­
tion programs. But the people behind 
these antiquated dp setups may also be 
a factor. "Maybe it's not just obsolete 
hardware." Head quips, "but maybe 
it's obsolete people as well." 

Before joining the government six 
"long" years ago as a USDA consultant, 
48 year old Head worked as an infor­
mation systems consultant. His special­
ty has always been large scale system 
projects, dating back to his early work 
with 111M on the, Sabre system. His 
"affinity for large systems," he ex­
plains, led him to the federal govern­
ment. Currently, and for the last two 
years, Head has been assistant director 
of the Office of Automated Data Sys­
tems. 

Discouraged by the slow progress 
the feds have made in Implementing 
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innovative computer technology, Head 
harkens back to the '50s when "the 
federal government was one of the 
most innovative organizations in dp." 
Today, he laments, "not only aren't we 
doing anything very innovative ... but 
we're just struggling to keep up." One 
possible solution to this technology lag, 
he maintains, is to bring in "a whole 
new set of people to take a fresh look." 

Another thing that would help, sys­
tem specialist Head contends, is better 
long":range planning by the individual 
agencies. But realistically he admits 
that trying to integrate agency pro­
gram requirements with system devel­
opment in the dynamic bureaucratic 
environment is tough. Unlike the cor­
porate world's top-down planning ap­
proach, the government must follow a 
bottom-up type planning process. Un­
fortunately, many agency dp policy-

. makers haven't followed through on 
developing long-range strategies. Head 
has championed this cause· at Agricul­
ture and feels the central ADP manage­
ment agencies should require five-year 
plans which would give Congress an 
"early warning system" on agency ADP 

moves. 
No such early warning arrangement 

was in place when the ill-fated and 
infamous FEDNET fiasco got underway 
several years ago. The original FEDNET 

project, headed up by Head and de­
signed solely for USDA use, was con­
figured around a system of large-scale, 
time-shared computer sites linked by a 
packet switched communications net­
work. But GSA got in on the deal and 
the protests began to mount, centered 
mainly on the privacy issue. 

Also protesting vocally to the GSA tie­
in was Head himself. As a result, Head 
"spent a year in a tiger cage, was de­
moted a grade, and spent a substantial 
amount of money in legal fees trying to 
recover." And he did recover from his 
demotion and from a Siberia-like 
transfer assignment in which he was 
given "basically nothing to do." The 
final arbiter, the Office of Management 
and Budget, finally cancelled FEDNET 

in May 1974. Head went back to his 
old job at his original salary, and the 
hapless Ag' dpers who had supported 
the project were pushed out the door. 

Vindication? Yes, "but despite the 
FEDNET experience," he declares. "I 
don't see myself as a crusader or whis­
tle blower. I see myself as a person 
who's trying to introduce a more ra­
tional and disciplined approach to 
some of (the government's dp) prob­
lems." But whether he'll stay at USDA 

and work on these problems is uncer­
tain. What is certain is that he feels a 
commitment to government. "I think 
this is where some of the major prob­
lems are, not just in terms of the mag­
nitude of the systems, but in terms of 

public service-trying to use systems in 
the public interest. There's a lot that 
could be done. So I'd like to stick 
around." 

In New Posts 
SAMUEL J. MOSS, director of Amer­
ican Express Coo's worldwide commu­
nications and related computer sys­
tems, was elected senior vice president 
of the company. . . JOHN B. MC 
KINNEY was appointed general man­
ager and executive vice president of 
ITT World Communications, Inc .... 
ROY L. PHELAN, vice president, cor­
porate ,research and development for 
NCR Corp., was elected chairman of 
the board for the Computer and Busi­
ness Equipment Manufacturers Assn. 
(CBEMA) ... JOHN A. HILL, former­
ly vice president of sales, was elected 
president of Megadata Corp., Bo­
hemiz, N.Y .... RICHARD K. GER­
LACK was named vice president, en­
gineering, at Randal Data Systems, 
Inc., Torrance, Calif .... JOHN B. 
DONNER was appointed to the newly 
created position of vice president, pro­
gram implementation and systems in­
tegration, for GTE Information Systems 
Inc .... Eastern States Bankcard Assn. 
promoted DONALD B. CARNEGIE 
to manager, major systems research 
and deVelopment. . . NEAL A. L. 
GOLDSTEIN was named manager, 
advanced cash management services, 
by National Data Corp., Atlanta ... C. 
DUDLEY WARNER joined Boole & 
Babbage, Inc., Sunnyvale, Calif., in the 
pewly created position of vice presi­
dent of hardware engineering. . . 
RANDOLPH A. MARKS, president 
of Computer Task Group, Inc., Buffa­
lo, N.Y., was elected president of the 
National Basic/Four Dealers Assn .... 
BRUCE T. COLEMAN, president of 
Boole & Babbage, Inc., was reelected 
president of the Software Industry 
Assn. (SIA) and elected to the board of 
directors of the Assn. of Data Process­
ing Service Organizations (ADAPSO) •.. 

JAMES M. CRETSOS, head of the 
Scientific Information Systems Dept. 
at Merrell-National Laboratories, Cin­
cinnati, was elected president elect of 
the American Society for Information 
Science (ASIS) .•. ROBERT G. BAR­
TIZAL was promoted to the new posi­
tion of executive vice president of the 
printer and memory business of Data­
products Corp., Woodland Hills, Calif. 
... JOSEPH A. FORNATARO was 
elected a corporate vice president of 
California Computer Products, Inc. 

D. F. MANZER was appointed 
vice president for product planning 
and programs and F. R. PRIEST, 
vice president for manufacturing at 
Honeywell Information Systems' Large 
Information Systems Div., Phoenix. 0 
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A large-scale computer system. 

Functionally dispersed data processing. 
I A common, integrated data base. 

Unlimited growth without economic penalty. 
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Your continuous-forms handling. 
There are two ways to handle if 

The Moore 3600 Series Forms 
Processor. A new generation of forms­
handling equipment. 

It greatly increases the speed 
and efficiency of your "after-writ­
ing" continuous forms-handling 
functions. 

The 3600 Series allows you to 
meet just about any system 
need- mid-form slitting, 
single- or multiple-part 
detaching, imprinting, 

Moore Business Forms, Inc. 
1001 Buffalo Avenue, Niagara Falls, N.V. 14302 
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Moore or less. 
high-capacity stacking, folding, and more. 

Team the 3600 Series with our 
M1600 Multi-Web Decollator. It simul­
taneously removes margins, performs 
mid-form slitting, and extracts carbons 
while permitting easy refolding of 
form packs. 

In combination, they bring new 
efficiency, flexibility, and reliability 
to the decollation and detaching 
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of multiple-part continuous forms. 
Don't settle for less. 
Write or call your local Moore repre­

sentative for more information on Moore 
forms-handling equipment. 

M1600 Multi-Web Decollator 
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