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Instructions: You MUST answer all the questions in both Part I (50%) and Part
II (50%).

Part I: Essay Questions:
1. What is the major common theme of the three reports. (10%)

i. From these three reports, propose at least five major concerns for a Chief Information Officer in
a Taiwan’s high-tech company. You have to support your arguments with facts, domain
knowledge in MIS, and logic arguments. (40%)

Greenspan warns about protectionism

Fed chairman says Americans shouldn't let job losses lead to support for trade

restrictions.
March 11, 2004: 3:21 PM EST

WASHINGTON (Reuters) - Federal Reserve Chairman Alan Greenspan urged Americans
Thursday not to turn high anxiety about U.S. job losses into support for protectionist trade

measures that could hurt rather than help the situation.

In prepared remarks for delivery to the House of Representatives Education Committee, the Fed chief
waded into a burgeoning political argument with a strong call for an open trade environment that

appeared to echo President Bush's sentiments.

"As history clearly shows, our economy is best served by full and vigorous engagement in the global
economy," Greenspan said a day after Bush inveighed against any effort to restrict access to U.S.

markets by saying it might hurt U.S. exporters.

Greenspan noted "new protectionist measures" were being proposed, without specifying what he was

referring to, and said they could be self-defeating.

"These alleged cures could make make matters worse rather than better," he said. "They would do

little to create jobs and if foreigners were to retaliate, we would surely lose jobs."

In the runup to November's presidential elections, Democrats have sought to tag the Bush
administration with the blame for a jobless recovery, saying that "outsourcing” of U.S. jobs to

cheap-labor countries like India and China could and should be slowed.




Sen. John Kerry, who has the Democratic presidential nomination virtually locked up, sought union
workers' support on Wednesday by saying Bush tax cuts helped the rich while doing nothing to protect

middle-class jobs.

"Everywhere I've been in this campaign, I've met working Americans who are getting the short end of
the stick,” Kerry said before the AFL-CIO labor federation in Chicago. "Jobs on the run. Wages and

salaries dead in the water."

Kerry has also blistered corporate chieftains who shift jobs out of America, referring to "Benedict

Arnold CEOs" who lack loyalty to their employees.

In his remarks, Greenspan said job insecurity was "understandably significant” when nearly 2 million

Americans have been on the unemployment lines for more than six months.

"New job creation is lagging badly -- the ironic consequence of accelerated gains in productivity,"
Greenspan said. "In all likelihood, employment will begin to increase more quickly before long as

output continues to expand.”

He said putting up barriers to foreign trade and guarding jobs might work in the short run but not

indefinitely.

"Our standard of living would soon begin to stagnate and perhaps even decline as a consequence,”

Greenspan suggested.

He said it would be more fruitful to consider reforms in the education system to ensure that workers
with needed skills in technology are available. That would have the coincidental benefit of easing some
of the pressure that has driven wages of highly skilled employees up while pay for less-skilled workers

has been virtually stagnant.




Needs job, moves to India

As U.S. jobs move abroad, more Americans are willing to work overseas.
March 11, 2004: 1:20 PM EST

By Leslie Haggin Geary, CNN/Money staff writer

NEW YORK (CNN/Money) - Robert Dunn first spotted the warning signals three years ago, after the dot-com bust.

That's when his Las Vegas-based company, Creative Healthcare Solutions, which provides Internet
technology services to healthcare clients, started seeing jobs being awarded to companies in India and
China.

Instead of protesting against the offshori‘ng of work that might have gone to U.S. firms like his, Dunn,

55, has decided to get in on the game. Call it a case of, "If you can't beat them, collaborate with them."

Recently, Dunn found himself contacting head hunters in Bangalore -- southern India's Silicon Valley

-- where many information technology (IT) and other white-collar jobs have sprouted in recent years.

His goal is to send himself, and as many of the 20 people who work with him, to India to consult on

healthcare IT projects.

The way Dunn sees it, he has 30 years of experience in the field, as do many of his colleagues. They
are perfect candidates to oversee and manage work that's now being awarded to Indian workers with

less experience in the field.

"It's important for Americans to collaborate more than they have been," Dunn says. "It's unfortunate
that everyone has put a stake in the ground that outsourcing is totally bad or totally good. No one's

looking in the middle.”
Foreigners working in India

As it turns out, Dunn isn't the only American starting to look -- and even move -- abroad for work. And
his contention that American workers can still find opportunity in this dawn of offshoring isn't a case

of wishful thinking, according to the Indian employers he's contacting.

"We need overseas people to work in our country,” agrees Kris Lakshmikanth, founder and CEO of
Head Hunters India. "In fashion, health care, biotechnology, there are areas where India needs
special knowledge that is available in the U.S. and Europe. The other thing we need are people who

can speak different languages, American English, French, German."




Today, experts say, there are about 30,000 foreigners working in India. That's a virtual drop in the
bucket for a country that has a population of more than 1 billion -- and far less than the 250,000
foreigners (mostly English) living in India some 60 years ago, just before India's independence in

1947,

But the number of people willing to uproot themselves from homes in New York to become expatriates
in New Delhi is expected to grow in coming years. In fact, it's already become easier for Indian

employers to attract foreign workers.

Last week, for example, Lakshmikanth received an e-mail from a woman who worked at a call center

in Kansas. Could she send a resume?

"I get two to three e-mails from the U.S. and one from Europe a week asking for jobs in India," he

says. "It's the future.”
The accidental expat

India wasn't something Geri Golemme, a vice president of staffing for a large financial services
company, sought out. Her boss asked if she'd be willing to relocate temporarily to Bangalore to help

launch the firm's new overseas operations. She'd be home in six weeks.

That was in March 2003, but Golemme's still in India, and won't return to Boston until next year. But
she's not unhappy about the delay. On the contrary, Golemme says the India assignment offers

abundant professional opportunity plus new adventure.

"When you're part of a startup, even though it's part of a huge organization, you have opportunities

you never would have back in the U.S.," she says.

That's not to say uprooting doesn't havé challenges. Golemme's roots in Boston are "very deep." She

owns a home on Beacon Hill and misses things like going out for salsa dancing.

"I wanted to challenge myself to do something I'm afraid of doing," she said. "When I arrived in India

at 2 a.m. and got off the plane, I didn't know what to expect.”

Many Americans moving to India are natives who left the subcontinent in search of better opportunity.

Now, people like Sam and Neeta Iyengar are making a reverse migration home.

From 1996 to 2001, the Iyengars lived and worked in New Jersey, Sam as owner of a tech company.
Neeta's jobs included stints as a radio disc jockey and newspaper reporter. Their daughter, Shloka,
was born in the Garden State in 2000, and Sam quips: "Hoboken is known for baseball, Frank Sinatra

and Shloka. She's a Jersey girl."




The Iyengars started to feel the pull of home soon after Shloka was born. "We wanted her to be close

to her grandparents,” says Sam. "They were growing old."
So Sam sold his business and the family moved to Bangalore.

He now works as senior vice president at Sonata Software, a tech company. The job wasn't hard to

find: a cup of coffee with an old acquaintance resulted in a job offer.

"Companies here are struggling to be more market- and customer-oriented," Iyengar says. "To have

American techies and management come over here will help that process."

Though moving to India may involve a long flight, the actual process is easier than ever. Companies

post job listings online, so anyone can send a resume to prospective employers with a click of a button.

Monster.com India has about 3,000 foreigners looking for jobs on its Web site. And headhunters like
Lakshmikanth are coming to the United States to talk up the virtues of relocating. Their message is

resonating with people like Mahesh Prasad.

Prasad moved to the United States 20 years ago to get an M.B.A. degree. He became an American
citizen and has worked in the telecommunications industry around Washington, D.C., where his wife

was a transportation lobbyist.

Neither had thought of moving back to India. Then a recruiter called Prasad. Reliance Infocomm,

India's No. 1 telecom company, needed people with experience.

In the States, telecom was suffering badly. By comparison, working for Reliance "was a lifetime

opportunity," Prasad said.

"We were creating a market with 35 million phones to 250 million phones in a matter of a few years,"

he explained. "For someone like me, it was an opportunity to do something that won't be repeated.”

Answers on Outsourcing

Rory Terry argues against placing blind faith in the doctrine that says outsourcing is

good for us.
March 11, 2004: 7:12 PM EST

By Rory L. Terry
NEW YORK (CNN) - A great deal of effort is being expended to convince us all that the
outsourcing of jobs under the rubric of free trade is a good thing. I would like to discuss

some of these arguments.

Our labor force is not better trained, harder working, or more innovative than our foreign
competitors. The argument that we will create new jobs in highly paying fields simply is not true. We
5




have no comparative advantage or superiority in innovation. To assume that we are inherently more
creative than our foreign competitors is both arrogant and naive. We are currently empowering our
competition with the resources to innovate equally as well as we. Consider the number of new
non-native Ph.D.s that leave our universities each year; consider our low rank in the education of
mathematics and the sciences; and consider the large number of international students enrolled in our

most difficult technical degree programs at our most prestigious universities.
Most of our best, high-paying jobs can be exported.

doctors (even surgeons)
mathematicians
accountants

financial analysts
engineers

computer programmers
architects

physicists
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chemists
10. biologists

11. researchers of all types

Our trading problem is an externality

An externality exists in economics any time there is a separation of costs and benefits, and the
decision maker does not have to incur the full cost but receives the full benefits of the decision. The
fact is, there is no economic force, no supply and demand equilibrium, no rational decision process of
either business or consumer, that will make an externality go away. Classic examples of externalities
are when a business dumps toxic waste into a nearby river and the downstream residents incur the
costs of cancer. The business is able to lower its costs and pass those lower costs on to its customers,
and never pay for the treatment of the cancer patients. We have laws in this country against dumping
and pollution because they are externalities -- they require a legislative solution.

Cost reductions and other benefits provide a strong incentive to outsource jobs. A company
that decides to move its production overseas cuts its costs in many ways, including the foliowing:
Extremely low wage rates

The circumvention or avoidance of organized labor

No Social Security or Medicare benefit payments

No federal or state unemployment tax

No health benefits for workers

No child labor laws
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No OSHA or EPA costs or restrictions




8. No worker retirement benefits or pension costs
Besides cutting costs, there are other benefits to exporting jobs, including the following:

1. Tax incentives provided by our government

2. Incentives from foreign governments

3. The creation of new international markets for the company's products (which ultimately

empowers the company to turn a deaf ear to this country's problems and influence)

4. The continued benefits of our legal system and the freedoms that we provide
The net effect of all of this is lower costs, higher revenue, higher profits, higher stock prices, bonuses
for management, and the creation of wealth for a subclass that benefits from low taxes at the expense
6f the rest of us.
The costs of the decision to outsource are not borne by the decision maker. As a
society and as a country, we experience many costs from outsourcing, including the
loss of jobs, social costs, higher costs of raw materials and loss of national
sovereignty. Loss of jobs reduces the tax base, creates high unemployment benefit
costs, and raises the cost of government retraining programs. Displaced, unemployed
workers have higher rates of child and spousal abuse, alcoholism, bankruptcy,
divorce, etc. As China and India and other large populations grow, they demand huge
quantities of oil, gas, steel and other basic raw materials. These costs are born
by all of us -- every time we fill our gas tanks, for example. And as a nation, we
lose our ability to make independent decisions that are in our best interest when
we are dependent on foreign debt and foreign manufacturing. This is a classic
externality, =
Rory L. Terry is an associate professor of Finance at Fort Hays State University




Part I1: Please refer to the case of Owens-Corning’s Enterprise System Struggle to answer the

following questions.

Note:
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CASE STUDY Owens-Corning’s Enterprise System Struggle

In the early 1990s Owens-Corning was a U.S. leader in the pro-

- duction and sale of such building materials as insulation, siding,

and roofing, but management wanted the company to grow.
The company had only two possible paths to growth: offering a
fuller range of building materials, or becoming a global force. To
increase its range of products Owens-Corning decided to
acquire other companies. To become a global force, manage-
ment realized the company would need to become a global
enterprise that could coordinate the activities of all of its units in
many different countries.

Headquartered in Toledo, Ohio, Owens-Corning had been
divided along product lines, such as fiberglass insulation, exterior
siding, and roofing materials. Each unit operated as a distinct entity
with its own set of information systems. (The company had more
than 200 archaic, inflexible, and isolated systems.) Each plant had
its own product lines, pricing schedules, and trucking carriers.
Owens-Corning customers had to place separate telephone calls for
cach producr ordered-one each for siding, roofing, and insulation.
The company operated like a collection of autonomous fiefdoms.

Owens-Corning management believed that these problems
could be solved by implementing an enterprise system. The
company selected enterprise software from SAP AG 1o serve as
the foundation for a broad company overhaul. “The primary
intent with SAP was to totally integrate our business systems on
a global basis so everyone was operating on the same platform
with the same information,” said Dennis Sheets, sourcing man-
ager for the insulation and roofing business. Sheets wanted to
centralize purchasing. “Prior to SAR” he said, “we were buying
widgets all over the world withourt any consolidated knowledge
of how much we were buying and from whom. Now [using
SAP’s R/3 software] we can find out how many widgets we're
using, where they’re being purchased, and how much we paid
for them, [allowing] us to consolidate the overall acquisition
process.” Now, he added, “we can . . . make better business deci-
sions and better buys.” Sheets expected the company’s material
and supply inventories to drop by 25 percent as a result.

However, the project to install SAP’s enterprise system would
ultimately cost Owens-Corning about $100 million and rake

several years, too expensive and time consuming to be justified
only by the reasons given by Sheets. The company hoped that
the new system would also enable it to digest acquisitions more
easily. Owens-Corning wanted to acquire other companies to
expand its product line so it could increase sales from $2.9 bil-
lion in 1992 to $5 billion within a few years. That meant that
Owens-Corning would have to digest the archaic, inflexible sys-
tems from the companies it purchased. If Owens-Corning were
to become a global enterprise, it would need a flexible system
that would enable the company to access all of its data in an
open and consolidated way.

ERP experts point out that simply converting to ERP sys-
tems does not solve companies’ problems. “Unless a company
does a lot of thinking about what its supply chain strategy is and
articulating what its business processes are, these tools are going
to be of little use,” explained Mark Orton, of the New England
Supplier Institute in Boston.

Owens-Corning’s project began with its insulation group,
and those on the project team understood this. They undertook
a redesign process before implementing SAP’s R/3. They ser up
cross-functional teams to identify the handoffs and touch points
between the various functions. For example, the process that
runs from the time the firm needs to buy something through the
payment issuance to the supplier touches logistics and account-
ing. The teams also kept in close contact with suppliers who
needed to know what Owens-Corning would require of them.
As a result of the redesign, purchasing decisions were moved
from the plants up to a regional level, enabling commodity spe-
cialists to use their expertise and the leverage of buying for a
larger base to improve Owens-Corning’s purchasing position.

How did the first ERP project go? During a weekend in
March 1997 a team of about 60 people transferred legacy darta
into the SAP system, and on Monday morning the company
went live. When Owens-Corning first went live with SAP, over-
all productivity and customer service dropped sharply during
the first six months. “When you put in something like SAP, it’s
not a mere systems change,” said David Johns, Owens-Corning’s
director of global development. “You're changing the way people
have done their jobs for the past 20 years.”

The first problems that surfaced were technical. According to
Johns, application response time had increased from seconds
before ERP to minutes under the new system. Other technical
problems also emerged. For example, Johns said the system was-
n’t working the way it was supposed to. Johns believes the source
of these problems was inadcqua‘tc testing. The team further
tuned the software, and during the next weeks response time
reduced to an acceptable level. Slowly the software began operat-
ing smoothly.

However, after Owens-Corning fixed some of the technical
problems, it saw thar this was much bigger than a technology
problem. There were problems in the business, problems with
the way people’s new roles had been defined, communication
and change management issues, and business process issues. For
example, the SAP system demanded that the entire corporation
adopt a single product list and a single price list. Staff members
initially resisted. Owens-Corning employees had not been prop-
erly trained and they were overwhelmed, resulting in a lot of
errors. Johns explained that at Owens-Corning “we underesti-
mated the impact that swapping out all our old systems would
have on our people.” Usets had indeed been properly trained on
their own functions, but ERP systems are integrated, and the
users did not understand the impact their work was having on
other departments. '

ERP systems are complex and errors ripple throughout the
system. When using the old systems, employces had time to cor-
rect data entry mistakes, and if they were not caught, they only
affected the local function. However, now that they were using
R/3, data that are used by the entire company are immediately
updated. Thus, for example, the data flow instantly from sales to
purchasing, production, and logistics systems. Johns offered
another example. “If you're at a warehouse, and you don't tell the
system when a truck is leaving the dock, the truck can still leave,
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but the customer will never get an invoice for the goods.
Accounting won't find out later because the transaction will
never get to them.” Such errors can be costly. To motivate users
to work with more care, they needed to know how their errors
would affect other workers and even company profirability.
To address this problem the company quickly instituted a
new training approach. Training now would include informa-
‘- tion on the larger system and its complexities, so users would
.-~ understand the impact of their work. Under the new training
regimen, all employees were denied access to the system until
they had passed a test and became certified. Those who failed
the test had to return to training until they could pass it. About
20 percent of Owens-Corning employees never passed the test
and had to change jobs. This job shifting was massive and time
consuming, causing organizational disruption. Whereas the
original project budgeted training for 7 percent of overall costs,
training eventually consumed 13 percent of the budget.

Customers also suffered. Owens-Corning had been known
for its excellent customer service, but the quality of that service
declined sharply after the SAP system went live. Many cus-
tomers were shocked, and some began turning to other suppli-
ers. Owens-Corning began losing important customers. The
company was forced to devote a great deal of personnel time
rebuilding relations with its customers while simultaneously
repairing both its organization and the software installation.

ERP implementation problems of this type are common.
According to Barry Wilderman of the Meta Group, ERP pro-
jects often result in a negative return on investment (ROI) for
five or more years. Why? Because ERP systems are so complex.
The company may not understand all that needs to be done in
preparation. Moreover, these systems are expensive, and testing
and training often get cut for budgetary reasons. Not only do
employees need to become accustomed to new ways of doing
business, but customers and suppliers may need to change their
business processes as well.

How successful was the whole project? Management believes
it has been a success. Johns said, “We made each mistake only
once. Each deployment [in the rollout] got berter.” For instance,
“We do a lot more testing now before we go live,” he said, “to
make sure that all the different pieces of the system work
together.” Customers now have a single point of contact for all
orders. With Owens-Corning's old system, it didn't know what
inventory was in stock. Employees would have to check around
and get back to the customer. Now the firm can see what inven-
tory is available, when it will be produced, and who is the lowest
cost carrier. It can commit to the customer before hanging up
the phone. The changes have been massive, with about 10,000
people involved with the reengineering effort.

. The ERP system’s rollout was completed in 2000. During
ose years, Owens-Corning acquired and integrated 17 compa-
es, successfully expanding their product offerings. Company
sales have reached $5 billion annually. Because of the new sys-
tem, Owens-Corning has been able to reduce its inventory sig-
nificantly, while centralizing coordination of various functions
and divisions. Lot size and machine allocations have become
more efficient. The company can perform production planning
and control globally because it has one uniform system with

which to work, The integrated system lets the company leverage
common carriers and take advantage of overlapping transporta-
tion routes. Managers can use the system to identify its biggest
suppliers across the entire company and use that information to
negotiate bulk discounts. A customer needs to call only one
location to place an order. Factory production managers no
longer have to concern themselves with taking customer orders,
tracking logistics or after-sales service. Because centralization
applied not only to U.S. operations but also to foreign activities,
the corporation has been transformed into a truly globalized
enterprise.

In the autumn of 2000, Owens-Corning filed for Chapter 11
bankruptcy protection which was caused by a massive liability
from the settlement of asbestos-refated lawsuits. The company is
also facing softening demand for some of its products.
Nevertheless, the firm is investing in a series of e-business initia-
tives designed to optimize its supply chain operations. It is
installing Web-based versions of its SAP R/3 enterprisé software
and a new logistics system that will enable its workers to use the
Web to check the status of shipments, interact with the carriers,
and input dara. These new system projects should improve
Owens-Corning’s customer relationship management and busi-
ness collaboration capabilities while further improving data
accuracy and reducing operational costs.

Sources: Marc L. Songini, “Owens Corning Pushes E-business Projects
Despite Financial Struggles,” Computerworld, January 25, 2001;
Rajagopal Palaniswamy and Tyler Frank, “Enhancing Manufacturing
Performance with ERP Systcﬁxs,” Information Systems Management,
Summer 2000; SAP, “Owens Corning Builds Its Interner Future with
mySAP.com,” September 14, 2000, www.sap.com; Christopher Koch,
“From Team Techie to Enterprise Leader,” CIO Magazine, October 15,
1999; Tom Stcin, “Making ERP Add Up,” Information Week, May 24,
1999, and “Key Work: Integration,” Information Week, Scptember 22,
1997; Tim Minahan, “Enterprise Resource Planning: Strategies Not
Included,”. Purchasing, July 16, 1998; Janice Fioravante, “ERP
Orchestrates Change,” Beyond Computing, October 1998; Bruce
Caldwell and Tom Stein, “Beyond ERP,” Information Week, October
12, 1998; John E. Etdie, “The ERP Challenge,” Auzomotive
Manufacturing & Production, June 1998; and Joseph B. White, Don
Clark, and Silvio Ascarelli, “Program of Pain,” Wall Street Journal,
March 14, 1997.

CASE STUDY QUESTIONS

1. Describe the problems Owens-Corning had with its informa-
tion systems prior to installing its enterprise system. What
management, organization, and technology factors were
responsible for those problems?

2. What management, organization, and technology problems
did Owens-Corning face in putting their enterprise system
into effect?

3. How did implementing an enterprise system change the way
Owens-Corning ran its business?

4. Was installing an enterprise system the right solution for
Owens-Corning? Explain.
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