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In demand: Comdisco’s Allan Grabam says the firm’s service that tests for year 2000 compliance is heavily booked through the first half of 1999.

Day of reckoning

As Jan. 1 nears, huge amount of Y2K work remains

By MARTHA RUSSIS

ane Grad is thankful she started Ingalls Health System’s year 2000 work
two-and-a-half years ago, because the detail involved has been “a killer.”

Systems have been made Y2K compliant. But Ms. Grad, vice-president of
information technology for the Harvey-based health care organization,
knows that not everything will work flawlessly the first time around.

Ingalls is on top of its Y2K problem, but
other companies are in sorry shape and will
pay dearly for procrastinating.

Warnings about Y2K—a glitch in which
computer systems interpret the two-digit year
designation as 1900, not 2000—have been
sounded for at least three years. Yet although
Jan. 1 is less than 10 months away, a sizable
fraction of firms—especially small and mid-
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sized companies—have not addressed the is-
sue, according to some studies.

For companies that haven’t started tackling
their Y2K problems yet, the news isn’t good: A
massive amount of work lies ahead, and
putting it off opens them to huge potential loss-
es and liability. Worse, at this late stage, the
problem can’t be pawned off on a consultant.

A company’s failure because of Y2K prob-

lems could open officers to shareholder law-
suits or other legal action from regulatory agen-
cies and employees. (However, a coalition of 80
corporations and trade organizations has
launched an effort to enact legislation limiting a
company’s liability for Y2K-related problems.)
Contrary to popular perception, the dilem-
ma won’t crop up suddenly on New Year’s
Day. Most companies will start or have start-
ed to use the 2000 date before that. Insurance
companies, for instance, have used it for the

past decade, making corrections long ago.
“All of a sudden, there seems to have been
this rash of activity with these small and mid-
sized companies,” says Stuart Emanuel, presi-
dent of Oak Brook-based Interim Technology
See RECKONING o# Page SR4
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Clock ticks as 2000 approaches
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Consulting, which focuses on For-
tune 1,000 clients. “Small compa-
nies, until recently, have thought
that they were immune or that the
change would be quite simple.”

For Bill Fanslow, director of in-
formation technology for the
Chicago Manufacturing Center, a
non-profit  consultancy  that
works with businesses with $20
million and less in annual sales,
response has been slow. Atten-
dance at the center’s Y2K aware-
ness seminars over the last six
months has been low.

Mr. Fanslow says small busi-
nesses believe Y2K is just a com-

puter problem. But any machine
with a computer chip—from ele-
vators to phones to automatic
flush toilets—is susceptible to
malfunction.

Avoiding the issue

“So many people are just skat-
ing around the issue, and they
don’t want to deal with it,” he
says. “I really think they need to
get going as quickly as they can.”

Connecticut-based Gartner-
Group, a technology think tank,
makes discouraging predictions
about who’s on the ball and how
much Y2K is going to cost.

It says that 23% of companies

and government agencies world-
wide have not addressed Y2K
problems yet. Businesses with
fewer than 2,000 employees
make up nearly all that group.

Further, it estimates that the cost
to fix Y2K in the U.S. will range
from $150 billion to $225 billion.
Nationwide, Gartner predicts that
15% of companies and govern-
ment agencies will have a Y2K-in-
duced systems failure costing from
$20,000 to $3.5 million.

Despite the staggering statistics,
some companies haven’t moved
an inch.

“There was not one company I
talked to that were just nice peo-
ple that decided to go address the
year 2000 on their own,” says
Lou Marcoccio, Gartner’s year
2000 research director. “Compa-
nies only do this stuff if they have
to—if their customers are forcing
them to do it, or if they are regu-
lated—those are the only two
ways they do it.””

For companies that haven’t
started fixing their systems, tech-
nology experts say the first step at
this late date is identifying appli-
cations that are most critical to the
business. The weekly coffee deliv-
ery service can wait; delivery to a
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How to get help-
and not get bilked

With the time crunch on and
companies desperate for help,
year 2000 service providers
have the upper hand when it
comes to taking on business.
However, companies needing
help should remember some
strategies to get the best possi-
ble contracts, even when the
odds are against them.

As Y2K nears, consultants
will take less and less responsi-
bility, says Juli Wilson Mar-
shall, a partner at Latham &
Watkins in Chicago and co-
chair of the firm’s computer
and technology litigation and
practice group.

“I would draw a distinction
between a consultant who
says, ‘I won’t stand behind my
work,” and a consultant who
says, ‘I can’t guarantee every-
thing will work perfectly given
the time we have remaining to
tackle this large problem,” »
she says.

If a consultant shirks all re-
sponsibility, she advises get-
ting another opinion.

Contracts should state clear-
ly the scope of the work and
the responsibility for damages
due to negligence—and also
spell out issues of intellectual
property, licensing and indem-
nification.

With demand high for Y2K
experts, Ms. Marshall recom-
mends penalty clauses in con-
tracts to make sure providers
don’t skip out for a bigger
client before the job is done. A
bonus for good work complet-
ed on time can also be an in-
centive.
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programs need attention first.

Already booked

Next is finding someone to
solve the problem. With the new
millennium looming, many places
are already booked or picky
about what projects they accept.

“We have been in a position in
the last 18 months where we have
actually had to turn down a con-
siderable amount of business,”
Mr. Emanuel says. “There are
some companies that are in just
such mess that to tackle the prob-

over a three-year period. It hasn’t
been easy, though. This has been a
pain, but we have a very high level
of confidence that we are going to
be okay,” Mr. Little says.
Comdisco Inc., a Rosemont
technology service provider, be-
gan offering its Millennium Test-
ing Services three years ago.
Using the service, companies can
test their systems for Y2K com-
pliance without doing it live at
their place of business. Many of
the first comers were large finan-
cial corporations with well-run

ing from others’ mistakes. Soft-
ware that finds bad code has im-
proved, and consultants have
found more effective methods for
fixing problems.

“They are late in the game, but
the tools are much better than
they were in 1996 and much
more efficient. They should not
just throw up their hands and
say, ‘We’re too late to do any-
thing,” > Mr. Graham says.

Adds Mr. Emanuel, “They have
to start. The problem is not going
to go away.”
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Checking up on suppliers, customers

It’s not just a company’s in-
ternal workings but those of
others it depends on that need
to be checked for year 2000
compliance.

There are several ways to
check Y2K compliance of sup-
pliers and customers. Pam
Walter, a partner at Chicago-
based Gardner Carton &
Douglas, who co-chairs the
law firm’s year 2000 task
force, urges companies to pick
the most important people on
their chain. Tracking other
companies’ Y2K status will be
cumbersome, so prioritize
“what is really critical and
work with those people,” she
says.

Ms. Walter says the typical
response letter to a Y2K in-
quiry states vaguely that the
business is making ‘“‘every ef-
fort” at readying for the mil-

lennium. She advises to press
for specific information such
as the extent of a company’s
Y2K problem and how and
when it’s going to be fixed.
Suppliers’ Web sites also can
be another source of informa-
tion about their Y2K efforts.

A company can make con-
tingency plans according to
the answers it receives. A small
firm may realize it won’t get
service as good as what a large
customer gets if a supplier has
Y2K hitches.

“You have to be realistic
about where you are in the
pecking order, and then take
action,” Ms. Walter says.

Response letters also are a
good opportunity for compa-.
nies to prove they will contin-
ue to be a good supplier so
they don’t lose business.
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Watch for those with scam-do spirit

With year 2000 hype, panic
is in some forecasts. And
where there is panic, there
usually are scam artists.

“Generally speaking, robust
claims aren’t made by rep-
utable companies. If some-
body says, ‘This is a magic
bullet,” walk away,” says Alis-
tair Stewart, senior adviser for
Park Ridge-based Giga Infor-
mation Group, an information
technology advisory firm.

Among the rip-offs going
around are vendors that won’t
warranty performance of their
products after 1999 and ven-
dors that claim conversion
software is 100% effective,

Mr. Stewart says.

The lesson here: Read the
contract.

Paul Gillin, editor in chief of
Computerworld  magazine,
says common sense and cool
heads are needed now more
than ever.

“Beware of anybody promis-
ing a quick fix to this problem.
While there are short cuts to
solving Y2K, no one has found
a substitute for getting down
in the program code and fixing
it,” Mr. Gillin says. “We are
telling our readers that one of
their biggest jobs this year will
be to manage panic.”
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