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A strange thing has happened to Southern
California as the year 2000 approaches. Over
500,000 jobs that paid in excess of $50,000 per
year have been replaced by 400,000 that pay no
more than $22,000 per year. That is “re-
engineering” at it best or worst if you were one
of the half a million people who were displaced.

The mainstays of the Southern California Basin
of defense and aerospace have left and the
international distribution and entertainment

The Internet is in the process of causing an
explosion in the use of e-mail by individuals and
corporations. What many are missing is the way
this technology is changing how business and
personal communications are taking place.

For years, e-mail has been a vehicle limited to the
corporate infrastructure. Now we are entering
the age where e-mail is the preferred method of
rapid and documented communications. At the
same time, it is now a MISSION CRITICAL
application.
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enormous. For example we recently conducted a
search for an Executive Vice President for a
Technology based company almost completely
on the Internet with e-mail being the driving
technology. Resumes were passed beween
multiple office locations, communications were
passed to our client while they were traveling via
e-mail, summaries and data requests were filled

Housing prices have dropped to the point
where it is even affordable to live in Southern
California. Many who left the area were not
— " able to sell their homes so they put them on the
' ' rental market. In parts of the region it is
L [ 4

reasonably inexpensive to rent.
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Even the NFL has left the city with both the
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Southern California Is The City Of
The Future -- Are You Prepared?
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Rams and Raiders leaving a sports void that is impacting
the Nielson rating of the NFL to the extent they will get
less revenue because 20% of the total television market is
not interested.

The organizations that are thriving are small, lean, profes-
sional and geared to the information highway. Missing
from the Southern California landscape are major corporate
headquarters. Also missing are all of the infrastructure jobs
that add overhead to corporations.

This market has been totally “re-engineered” and it is only
a matter of time until the same thing happens to the rest of
the country.

Driving Forces

The primary driving forces are demographics. Just as
there will not be enough workers to support the Social
Security entitlements there will be a lack of resources to do
busy work. As this starts to happen, the realignment that
took place in this market will begin in all of the other major
markets.

In California the change was traumatic and dramatic.

Many traditional roles and ways of doing business have
been altered. Technology has played a key role and is now
the one true area for growth opportunities. One of the
advantages of all the natural disasters and good climate is
that the urban and business infrastructure is the newest in
this region. Just like Japan after WWII was rebuilt, so was
this region after the riots, earthquakes, floods and fires.

New Organizational Model

The new organization that has found its way into profitabil-
ity in this market is small with no middle management and
one that is extremely productive. The revenues per
employee often times are in excess of $300,000. The
employees are all highly skilled and customer-focused.
They can turn in a heart beat and often are ahead of the
rest of the country in adapation of new technologies.

Some examples of this are things such as the first extensive
acceptance and use of new technologies such as voice mail
in the early 80’s, intercompany e-mail in the early 1990’s
and work at home.

Yes, this is only possible in certain nontraditional service
and manufacturing industries. However, because of
Southern California’s unique position this was possible.
The Air Quality Management District and the various
international trade agreements have caused the almost total
elimination of manufacturing and distribution of anything
that could damage the environment in any way.

For example, you cannot run a smoke house to smoke fish

PSR Reviews - Vol. VIl No. 2
ISSN 1080-2975

in the basin, you cannot use paints that have “fumes”
resulting in the total elimination of several industry SIC
codes from the region.

N

Low cost labor jobs have moved to Mexico and other low
labor cost markets. What California has been left with has
been the “knowledge worker” based jobs. And those have
been or are currently being streamlined to eliminate the
need for unskilled workers.

Just like the electronic telephone switches eliminated the
need for telephone operators, voice mail, e-mail, and
electronic calendaring have eliminated the need for recep-
tionist and secretaries.

Now there are only administrative assistants and para
professionals who do real work. California and Southern
California in particular have had such a rash of disasters
that it is not unusual to have workers who do it all at
home. Hoteling of office space is old hat to the corpora-
tions that remain and the result is empty office towers.

Competitive Advantage

The cost of doing business is now going down with recent
changes in taxes. The climate is now more favorable for
those who want to operate in this environment and create
jobs. This along with good weather is a competitive
advantage of the region.

The Far East is the market of the future and almost 20%
of our total population is well versed in doing business
there. As China advances so will this area. One statement
comes to mind by a well known Harvard professor. I
once asked him to come to Los Angeles for a client. His
response was that London was closer to Boston than Los
Angeles. Well, this will come to roost. Mexico City is
closer to Los Angeles than Chicago. China and Japan are
still closer to the Ports of LA, Long Beach and San Diego.

As the baby boomers get older they will want to be in a
climate that is not as hostile as the Northeast and Midwest.
You will start to see more job formation in new “service”
based industries that are based on the experiences of that

group.

When that begins to happen there will be a new Los
Angeles that is not.a city, rather a city, county, region that
works as a unit. This will be the new city state that will
drive us to the new markets that are competitive weapons.

How will the rest of the country compete? Well, first let
me predict that cities like New York, Detroit and Cleveland
may have football teams but as time goes on who will
want to live in high cost areas that are not very pleasant
places to be in nine months out of the year? Some, like
Chicago, will adapt, others will shrink to their natural sizes
and not see the explosive growth that has driven their
recent expansions.«S»
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E-Mail -- Done Well Is A Major
Productivity Improvement.

(continued from page 1)

by candidates via e-mail. Using this approach we were able

~—~to cut down the time to complete this project from twelve

veeks to seven weeks.

We did the same on an outsourcing project as well. All of
our RFP information was sent to vendors via e-mail. Re-
sponses and questions were all done electronically. We have
found companies and individuals that are concerned with
security and those that have only an intra-company focus are
OBSOLETE.

Intererestingly in the name of security, many organizations
have opted for proprietary e-mail systems. They have felt
that security was more important than ease of use. This has
caused them to have the following types of problems.

T High Costs - Proprietary e-mail systems can be
resource intensive with a high support need. This is
the same problem that organizations had when word
processing came out. Organizations felt it was
necessary to centralize the process and add high
infrastructure costs. Have we not spent the last five
years trying to reduce costs via “re-engineering”?

& Data Destruction - Many gateways “strip” data and
formatting from e-mail messages, thus eliminating
the ability of managers to pass complete projects
between enterprises. Have we not spent the last five
years trying to implement strategic alliances and
sharing with suppliers and customers?

U\'{> Incompatibility - As new standards are set for
voice and data, objects that are transferred between
individuals, features and function can not be easily
implemented within the enterprise. Have we not
spent the last five years talking about “Open Sys-
tems”?

i Capacity Constrained - Solutions require constant
change and expansion as needs expand in a growing
enterprise. Servers need to be expanded while
organizations’ management is looking to reduce cost.
Have we not spent the last five years trying to do
more for less?

All of this points to the need for an approach that is open and
flexible. Microsoft for example has just trashed hundreds of
millions of dollars of development on various proprietary
client based systems. No longer will they develop e-mail
solution for only Microsoft products because that is not what
customers want. Look at the new Office 97 and you will see
an e-mail client that can talk to Lotus office, Internet, Mi-
crosoft Exchange, and POP and SMTP compliant sys-
tems.«S»
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Forecast for the National Information
Technology Market
Supply of good people is very limited --

some major opportunities exist for the
right people.

—~

home banking, when the banks figure out
that they will make more money on the
velocity of cash flow versus $10 a month per
customer fees. The merging of television
and the Internet in the next few years will
put us in a position that we will no longer
have white collar and blue collar workers.
Rather, we will have those who know how to
use and make technology work and those
“uneducated” masses that will have to be
supported by them.

associated infrastructures. Every CIO is
now at the point where they have to go to
management and say they will have to
spend between $5,000 to $8,000 per desktop
to stay current. How many of those CIOs
will live up to the “Career Is Over” defini-
tion. No wonder the stocks of Microsoft,
Intel, Cisco, HP and others have soared,
while others such as Apple have sunk to
new record lows.

by M. Victor Janulaitis

Internet address: victor@psrinc.com

My how times have changed. The market
has gone crazy. Year 2000 projects are
putting strains on almost everyone. In
New York city there are tales of $90,000
CICS/COBOL programmers with hiring

bonuses of up to $10,000. Organizations need to understand that “re-

engineering” is no more than rearranging
the deck chairs on a sinking ship. What
true innovators do is make something out of
nothing and reinvent the future. Organiza-
tions should not look to build a bridge to
the future. The need is to build a machine
that will transport them into the future.

Some vendors are putting in escalation
clauses of 1 to 2 percent per month in their
contracted rates in order to guarantee
staffing. One client put out a bid that was
“too small” for one of the major players to
bid on. The vendor told the company that
they are not accepting anymore Year 2000
work unless it is at a premium price and of
such a magnitude that they could not
refuse. And we have just started.

The Information Highway is about to be
littered with the bodies of those who do not
know how to adapt and create new markets.
I find it interesting that the administration in
Washington talks about all of the great
strides they have made, when they do not
even know how to use a keyboard. Execu-
tives and leaders that do not use this
technology will be like the steel “puddlers”
of the late 1800’s who felt that making iron
was an art form and did not see the impact
of Cameéie’s Homestead Iron Plant. He

As we look at the market, we need to
understand which organizations and
approaches will get us there. Maybe

instead of dealing with the Year 2000

problem we should all be looking a the year
2008 when Bill Clinton who will be 62 ™™
years old can run for office again. You tels

While all of this is going on, many
organizations are starting to face the fact
that the desktops in their offices need to

be upgraded. That means new operating
systems - Windows 3.1 and 3.11 need to be
replaced. Anyone of pure DOS will not

was so successful that after it was all said
and done Carnegie sold his operations to JP
Morgan for over $430MM. That was before

me if that is good or bad.«F»

find any support. UNIX as a desktop is
dead. Apple now sets its corporate
headquarters in Forest Lawn. Bill Gates
has already announced the death of
Windows 95 as an operating system. That
leaves only one alternative, NT.

we had our existing tax rates.

The same level of opportunities for growth
and profit are there for the organizations e
and institutions that are early adapters of W

technology. That includes things such as

The fear that strikes in most organizations

can only be imagined. New licenses, new [ Lsatsn I Prospects J\ Prospects
office suites, and new networks and Short Term Long Term
[ Northeast Excellent j Excellent
[ Mid Atlantic I Excellent Excellent
: Southeast I Good I Fai
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v [ South I Good Fair
M. Victor Janulaitis [ Midwest I Excellent Excellent
[ Southwest I Good I Good
[ West l Good ' Excellent
Pacific Northwest Excellent Good —~
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