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Message

Do EDS and IBM "Grow their (existing) accounts 20-30% a year?" Before I

respond, i want to make sure I have consensus within INPUT on the reply.

1. On its face, this number can't be right:

• EDS only hit 25% growth (overall) once in the 1990s

• EDS' GM business has shown 10-12% growth annually at best

• Allowing a reasonable growth rate from new accounts makes overall growth

unreasonably high.

2. In part, this is a definitional issue: What is an "account"? In IBM's case,

virtually every piece of business they get is from existing accounts. An "account"

can also be defined so narrowly as to count a lot of additive business as new
business. In discussions with EDS and IBM that touched on this issue, I got the

impression that they couldn't count this very easily (and weren't that interested

in doing so). I worked closely with Litton 2 years ago on this subject: They
wanted very much to get an accurate number, but were unable to do so (they

couldn't agree on a definition internally and their records were poor).

3. I have made a broadbrush model based on two assumptions:

• Half of additive business is follow-on and the other half is new (including

business developed in a different part of an existing account. (This is

based on data I have seen and firms I have talked to.)

• Some existing accounts grow; others shrink. For the better firms, there are

more of the former than the latter.
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By Source of Business
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Existing Accounts .30 +30% +.09

Existing Accounts .50 +10% +.05

Existing Accounts .20 -20% -.04

Existing Accounts 1.00 +.10

New Accounts +10% (a) +.10

Total +.20

(a) On business base

This model says that about half of a respectable overall 20% growth rate comes
from a minority of fast-growing accounts. This is only a model, of course, and

can accommodate better information.

4. I plan on calling CSC Tuesday afternoon, so please give me any comments
by then.
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