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Abstract



At a national level, the year 2000 problem affects far more industries and is far more serious than the Euro-currency conversion problem.  The year 2000 problem will affect more than 50% of the current software applications throughout the world.  By contrast, the Euro-currency problem will only affect about 15% of software applications which deal with cash and currency exchange rates.  But for a significant number of companies and industries, both the year 2000 problem and the Euro-currency problem are occurring simultaneously.  Banks, financial institutions, retail and wholesale enterprises, and taxation agencies are faced with the impossible demands of attempting to modify software for Euro-currency conversion by January 1, 1999 and fix the year 2000 problem by January 1, 2000.



The year 2000 problem cannot be avoided and the date cannot be pushed back.  The Euro-currency problem, on the other hand, it purely arbitrary and the date can be pushed back at least five years with no serious consequences.  Since no company nor country has enough resources to do both upgrades, it would be prudent for the European community to move the date for Euro-currency conversion from 1999 to 2005 in order to eliminate conflicts with the much more serious year 2000 problem.  The United States government should formally request that the European Union should delay the Euro-currency cutover date until after the year 2000 problem can be dealt with.  U.S. executives are urged to contact their congressional representatives and request a delay, since the world cannot handle both problems on their current collision course.
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�RESOURCE CONFLICTS BETWEEN THE YEAR 2000 

AND EURO-CURRENCY CONVERSION PROBLEMS



INTRODUCTION



As much of the world knows, the end of the century is causing a major software crisis because of the need to update millions of software applications and change the date fields from two-digit to four-digit form.  Dates stored in two-digit form will cause software applications to stop or produce incorrect results at the end of the century, since the year 99 followed by the year 00 will through off many calculations.



Date problems are already starting to occur in software, and almost every major corporation and government agency is deploying thousands of personnel and millions of dollars to attempt to achieve year 2000 compliance before the end of the century.



Another problem of similar magnitude will occur a year earlier in January 1, 1999.  In what must be regarded as one of the most unwise and hazardous public policy decisions in all of human history, the European Community has scheduled the completion of conversion to a unified currency for the beginning of calendar year 1999, without any apparent regard or concern for the fact that the year 2000 problem and the Euro-Currency conversion will be in direct competition for scarce software resources.



Of course it would be an exciting thing to start the new century with a new currency, so you can see why the European Union wanted to make the currency change before the 21st century.  Unfortunately, the glamour of the standard currency blinded the political leaders to the painful fact that Europe does not have enough software personnel to do both the currency conversion and year 2000 repairs at the same time.



The net result of the unwise conversion schedule set by the European Union is that the Western European countries have been devoting most of their available surplus software resources to the currency conversion problem, and are not yet expending even minimal resources on the year 2000 problem.



A much wiser policy would have been to defer the European currency conversion until after the year 2000 problem, and not plan for full conversion until about 2003 at the earliest or perhaps even 2005 which should be after the bulk of the year 2000 problem is behind us.



The date for year 2000 repairs is fixed and cannot be changed.  The date for Euro-currency conversion is purely political and arbitrary and could be pushed back five or six years at the stroke of a pen, as indeed it should be.



To illustrate why the year 2000 problem is a far more serious issue, table 1 shows some of the kinds of software applications that are likely to be affected by the year 2000 problem, the Euro-currency problem, or both:



Table 1:  Key Applications Impacted by Year 2000 and Euro-Currency Problems



Year 2000				Euro-Currency

Problem				Problems



Retail sales				Retail sales

Banking applications			Banking applications

Taxation and finance			Taxation and finance

Accounting and billing		Accounting and billing

Telephone switching			No impact

Electricity generation			No impact

Air traffic control			No impact

Military applications			No impact



Note that a significant number of software applications are affected by both the year 2000 problem and the Euro-currency problem simultaneously.  This is a very hazardous situation, since any reasonable estimate of the work required to do either update indicates that available software resources will be severely strained.  It is clearly impossible to achieve both year 2000 compliance and Euro-currency compliance at the same time.



In Europe itself, the European currency conversion impact on software applications is as large as the impact of the year 2000 problem in many industries, and in two industries, banking and retailing, will probably be even more expensive.



However, the Euro-currency situation only affects software dealing with finance, and is not a major factor in weapons systems, telephone switching, aircraft flight control, and some of the other areas where the year 2000 problem may cause safety hazards.



Further, the impact of failing to achieve the European currency conversion target date will only result in financial and political problems, even if they might be severe ones.  In fact, the major result of not achieving the 1999 date for Euro-currency conversion is to reveal how little politicians know about technical issues, and how dangerous their ignorance can be.



Failing to achieve year 2000 conversion, on the other hand, can result in much more serious problems involving possible disruption of air traffic, shut down of power and telecommunication facilities, and potential injuries or death due to failure of medical instruments, airline navigation equipment, or railroad control devices.



European Damages From Simultaneous Year 2000 and Euro-Currency Updates



The most probable result of the unwise policy of having the schedule for the European currency conversion overlap the schedule for the year 2000 problem will be the following:



Through 1997 and early 1998 the Western European countries will continue to devote most of their software efforts to the European currency problem, and pay little or no attention to the year 2000 problem.  In early 1998, the Western European countries will realize the far more serious hazards associated with the year 2000 problem and begin emergency repairs.  Since software resources are limited in Europe as they are in the United States, some of the resources for year 2000 repairs will probably be diverted from the currency conversion projects.



Since there are not enough software resources available in Western Europe to complete both the year 2000 repairs and the currency conversion work on parallel schedules, the dilution of effort between these two enormous problems will probably result in these three disturbing phenomena:



Western Europe will not achieve year 2000 compliance for even 65% of the applications that need year 2000 repairs.



The simultaneous attempts to perform year 2000 repairs and currency conversion work on nearly identical schedules will cause both efforts to slip well beyond their deadlines.  Western Europe will probably not be able to complete the currency conversion work until about 2005, and will probably not be fully recovered from the year 2000 crisis until at least 2003.



Since the most convenient pools of surplus software personnel reside in Eastern Europe, the Eastern European countries of Russia, the Ukraine, the Czech Republic and others will probably end up with very significant outsource contracts, and will grow to become major software powers while Western Europe may face losses and reductions in software staffing after the two crises have passed.



While the European currency conversion problem is a major topic in Western Europe in 1997, many U.S. companies are not yet even dealing with it although some U.S. companies will be affected too when the new currency becomes operable.



Essentially the U.S. software organizations have been ignoring the Euro-currency issue and concentrating on the year 2000, while their counterparts in Western Europe have been ignoring the year 2000 problem and concentrating on the Euro-currency conversion.



It would not be surprising to find that the unwise scheduling of the European currency conversion in 1999, only one year before the year 2000 and leap year problems hit, will end up by damaging the Western European economies severely, while perhaps strengthening at least the software balance of trade for Eastern Europe and the Pacific Rim, and perhaps South America as well.



The following table shows a rough comparison of the two major software undertakings for the 15 countries in the European Union.  The Euro-currency effort is merely set at 90% of the year 2000 effort, on the grounds that fewer applications will be affected.  This assumption is both arbitrary and questionable, and is only a preliminary judgment.  Table 2 is taken from my book The Year 2000 Software Problem - Quantifying the Costs and Assessing the Consequences (Addison Wesley Longman, 1998).



Table 2:  Comparison of European Currency Conversion and Year 2000 Effort���������������Software�Portfolio Size�Year 2000�Currency�Total Effort:���Staffs�in Funct. Pts.�Effort�Effort�European�����(Months)�(Months)�Union���������Germany�550,000 �440,000,000 �2,612,500�2,351,250�4,963,750��United Kingdom�390,000 �312,000,000 �1,852,500�1,667,250�3,519,750��France�385,000 �308,000,000 �1,828,750�1,645,875�3,474,625��Italy�375,000 �290,625,000 �1,725,586�1,553,027�3,278,613��Spain�235,000 �170,375,000 �1,011,602�910,442�1,922,044��Netherlands�100,000 �77,500,000 �460,158�414,142�874,300��Belgium�65,000 �50,375,000 �299,102�269,192�568,294��Portugal�65,000 �45,500,000 �270,156�243,140�513,296��Greece�60,000 �45,000,000 �249,600�224,640�474,240��Sweden�60,000 �45,000,000 �267,188�240,469�507,657��Austria�51,000 �39,525,000 �237,150�213,435�450,585��Denmark�34,000 �27,200,000 �159,800�143,820�303,620��Finland�32,000 �24,800,000 �147,200�132,480�279,680��Ireland�24,000 �19,200,000 �111,600�100,440�212,040��Luxembourg�3,000 �2,325,000 �13,710�12,339�26,049���������TOTAL�2,429,000 �1,897,425,000 �11,246,602�10,121,942�21,368,544���������COSTS���$94,471,456,800�$85,024,311,120�$179,495,767,920���������

If this table is close to reality, then roughly eight months of programming effort on the part of every software professional in the European Union may be devoted to year 2000 or Euro-currency work over the next two and a half years.  The inescapable conclusion must be that the European Union will fall far behind other geographic regions in terms of the ability to build new applications and become a major software vendor in world markets.



Although the table does not show the information, the costs for damages, litigation, and recovery of unrepaired software applications in the European Union should be much larger than almost any other geographic region, since Western Europe has lagged in year 2000 repairs:



Expect about $4.00 in year 2000 damages for every $1.00 on year 2000 repairs, on the grounds that the European Union will probably not be much more than 65% compliant at the end of the century.



Expect around $1.00 in damages for every $1.00 spent on the Euro-currency conversion issue, on the grounds the year 2000 work and the Euro-currency work will compete head-on and delay both activities.



The most likely beneficiary of the European Union software problems will probably be Eastern Europe, since a surplus of trained software personnel are available which will not be preempted by either the year 2000 or Euro-conversion problems.



It is quite unfortunate that the European Union is moving into a very hazardous first decade of the next century.  The timing of the European currency conversion could hardly have been worse, and illustrates the basic human problem of “tunnel vision” or failing to understand how one topic connects to other topics.



The Euro-Currency Impact on U.S. Corporations and Government Agencies



The immediate impact of the Euro-currency problem in the United States is significant, but far less severe than the impact in Western Europe.  In Europe, all cash and credit card transactions in restaurants and retail establishments, as well railroads, airlines, bus companies, etc. need to handle transactions in both local currency and the new Euro-currency.



For United States corporations, the European branches of multi-nationals will be affected, and organizations whose software handles currencies, cash, and exchange rates will need modification.  Also, governmental software which deals with imports and exports and international taxation will require modification.  Table 3 compares the probable costs.



Table 3:  Estimate of United States Year 2000 and Euro-Currency Repairs��������Expense Elements�Year 2000 Software�Euro-Currency���Repair Costs�Repair Costs������Initial software repairs�$70,000,000,000�$8,750,000,000��Secondary bad fixes�$7,000,000,000�$875,000,000��Test library repairs�$10,000,000,000�$300,000,000��Database repairs�$60,000,000,000�$600,000,000��Hardware chip replacement�$10,000,000,000�$0��Hardware performance upgrades�$20,000,000,000�$500,000,000��Subtotal�$177,000,000,000�$11,025,000,000������Litigation and legal damages�$100,000,000,000�$2,500,000,000��Post-event damages�$116,075,625,000�$11,607,562,500��Post-event recovery�$281,168,750,000�$33,740,250,000��Subtotal�$497,244,375,000�$47,847,812,500������TOTAL�$674,244,375,000�$58,872,812,500������

Although the probable Euro-currency conversion costs for the United States are only a small fraction of U.S. costs for the far more serious year 2000 repairs, the Euro-currency work can be troublesome for multi-national corporations.  For example, the Euro-currency conversion will be troublesome for multi-national retail groups such as McDonald’s, Colonel Sanders, and other retail establishments that have a significant presence in Western Europe.



Since the January 1, 1999 deadline for Euro-currency conversion will probably not be met even in Europe, and since it is a purely arbitrary date which can be pushed out if necessary, U.S. companies should request that President Clinton and the U.S. government ask the European Union to delay the Euro-currency deadline until 2005, so that it does not interfere with the far more serious year 2000 repair efforts.



Summary and Conclusions



The world’s software community is facing two major problems that are on parallel schedules:  the massive year 2000 problem and the smaller but still enormous Euro-currency conversion problem.



The schedule for the year 2000 repairs is absolutely fixed and cannot be pushed back.  The schedule for the Euro-currency conversion is totally artificial and arbitrary, and can be pushed back very easily.



Because the year 2000 problem is potentially serious enough to cause a recession or depression, it should receive top priority on a global basis.  Unfortunately, Western Europe has been devoting far too much effort to the Euro-currency conversion work and far too little to year 2000 repairs.



The European Union should wake up to the fact that Western Europe cannot do both sets of changes at the same time.  Since the year 2000 problem cannot be slipped back, but the currency conversion date can be reset to any convenient date, the most prudent course for Western Europe would be to move the Euro-currency date from January 1, 1999 to January 1, 2005.



As the situation now stands, it is highly unlikely that the European Union will be able to achieve either year 2000 compliance or currency conversion compliance with their available software resources.  It is folly to assume that both of these massive efforts can take place at the same time.
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