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United States Steel Corporation (U. S. Steel), founded in 1901, quickly became the largest integrated steel producer in the United States, and remains so to this day.  The company’s primary activities include the manufacturing of a variety of steel products, including sheet, tubular, and tin, as well as the raw materials coke and taconite (iron ore pellets) and steel distribution and processing services.  Additionally, the company is involved in transportation, real estate development, and financial services.  As such, U. S. Steel offers a range of products and services wide enough to encompass all aspects of most steel orders, from the initial mining of ore to the finishing of the final deliverable product to end-user manufacturers.

U. S. Steel has undergone slower growth during the past years, due in large measure to foreign competition and increasing costs.  Be that as it may, however, U. S. Steel has been growing, with net sales of $14.8 billion in 2006, compared to $13.1 billion in 2005 and $12.9 billion in 2004.  2007 appears to be moving in the same direction, with first quarter sales amounting to $3.8 billion compared to $3.7 billion during the same time frame in 2006.  As mentioned earlier, however, costs have also been increasing, from $12.3 billion in 2004 to $13.9 billion in 2006.  While these increasing costs have limited growth in net income, these figures have increased, from $1.1 billion in 2004 to $1.4 billion in 2006.
U. S. Steel employs 44,000 people and has operations throughout the United States as well as in Europe.  The company is governed by a Board of Directors headed by the CEO (currently John P. Surma), and as such operates very much in a top-down fashion, although there have been moves to create a more collaborative flow of information.  The company’s culture varies widely, depending upon which division is being examined, from the formal corporate headquarters to the less-formal Business Service Center to the informal atmosphere of mills themselves.  Through it all, however, the guiding principle is safety.

In addition to John Surma, numerous other individuals are considered leaders in the company, either through designation or reputation.  Larry Schultz oversees corporate compliance, and so is in charge of ensuring that regulations such as Sarbanes-Oxley, as well as corporate policies, are followed.  The other C-level officers are the CFO, Gretchen R. Haggarty, and the COO, John H. Goodish.  

In recent news, U. S. Steel has completed numerous acquisitions.  In 2000, Transtar, Inc. became a wholly owned subsidiary of the company, giving U. S. Steel a powerful edge in transportation services, particularly by rail.  Additionally, in March 2007, U. S. Steel acquired the Lone Star Corporation of Texas, a welded tubular manufacturer that supplied pipeline to the oil industry, giving U. S. Steel a much stronger position in the tubular market.  Most recently, 

U. S. Steel purchased Stelco, a flat-rolled steel manufacturer in Canada that operated the most modern flat-rolled plant in North America.  This acquisition gives U. S. Steel a much strong position in North America and provides finishing facilities to the supply chain.  Other successes include U. S. Steel’s being named the 43rd most innovative user of business technology, highest among Metals and Natural Resources categories, by InformationWeek in September, 2007, as well as continued compliance with ISO 9001:2000 benchmarks.  

Although much has been going well for the company, U. S. Steel does have reason to be concerned, specifically in regard to the continuing rise in costs and the possible causes thereof.  Labor costs have continued to rise across industries, especially labor forces dominated by union workers.  In addition, costs for raw materials and the energy needed for the process have continued to increase.  Furthermore, due to numerous regulations, ranging from Sarbanes-Oxley to the Kyoto Protocol, which currently affects European operations and may yet be ratified by the U. S., compliance costs have skyrocketed in recent years.  As these costs are in large measure unaffected by any direct action that U. S. Steel can take itself, the company finds itself in danger of losing market share to foreign steel competition as well as from substitute products such as aluminum delivered by domestic and foreign manufacturers.  

Of further concern is the degree to which overall demand for steel is largely tied to key U.S. industries which themselves have been in danger.  Specifically, the U. S. auto industry, dominated by the Big 3 automakers, has historically been the largest customer for U. S. Steel.  Over the past decades, however, the auto industry has suffered from poor workmanship, even poorer perceptions, below-cost foreign competition, increased regulations, and union labor that seemingly would rather put the company out of business than sacrifice any of its own goals.  As the auto industry struggles, U. S. Steel must operate with an eye to a possible future – that their largest historical customer may in the near future not only diminish considerably itself, but may also turn to alternative manufacturing processes (i.e. using aluminum) to cut overall costs.  

As U. S. Steel is consistently ranked as one of the most innovative users of technology, it is beneficial to look at the use of information technology within the company.  Although U. S. Steel has stated that one of its goals is to look at its use of information systems with an eye to its strategic importance, the fact of the matter remains that the company largely operates its IS as supporting the overall business.  This is not to say that the loss of IS functionality would not drastically impact the business – indeed, downtime in certain systems would mean that U. S. Steel could not make steel – but the vast majority of IS spending is directed at systems that are obsolete and nonintegrated.  Much of the development is done using COBOL and Natural, languages that are considered outmoded and are therefore no longer taught to new developers.  As a result, a large portion of the IS budget is spent training incoming developers on how to code in the languages used at the company.  On the other hand, U. S. Steel is attempting to implement an ERP solution, a move which raises a number of issues, as explained below.

In 2004, the various information systems functions were consolidated into a single entity known as the Business Services Center, or BSC.  Within this entity, various units operate to give functionality and support to the various systems operated within U. S. Steel, from payroll to health information management to infrastructure support.  At the top of this organization is Eugene Trudell, V.P. of Business Services.  Trudell oversees four divisions, each headed by a general manager:  Capability Management, headed by Phil Tomasetti; Infrastructure, headed by Jeff Davies; Plant Processes, headed by Greg Noelting; and Business Processes, headed by Dave Sherwin.  These divisions are in turn broken into units, headed by Process Manages, and then into teams led by Team Managers who in turn supervise Information Architects responsible for overseeing developers’ individual tasks.  

U. S. Steel is facing numerous issues with regard to information systems.  Core to many of the issues they face is that they are using systems developed in-house using languages no longer taught by developers long-since retired.  As a result, various issues have arisen.  Integrating acquired systems is cumbersome, as modifications must be made to programs so that they, for instance, now handle input that they were initially designed to reject.  For example, 
U. S. Steel’s employee structure does not have positions that are paid hourly but receive benefits.  Acquired companies have such positions, so payroll systems must be modified to include logic to properly account for the new employee class.  Because each individual program must be modified, tested, approved, and reinstalled, a great deal of time and effort is required for a seemingly minor change.  

A problem such as the above could be overcome if systems were migrated to modern languages and platforms – Oracle ERP, for instance.  This raises issues in itself, however, as the company must then allocate resources not only to the development and implementation of the new system, but also to the maintenance of the old systems being replaced, which must remain fully functional until the new system is in place.  It is unlikely that U. S. Steel has the resources to devote to such an undertaking without sacrificing functionality on one end or the other.

In addition to the above issues, other key players have a direct effect on the ability of the IS group to meet its goals.  Because many of the systems use personally identifying information, the systems are under constant scrutiny.  Regulations such as HIPAA and Sarbanes-Oxley must be complied with, and internal and external auditors have become important players dictating how U. S. Steel meets, or does not meet, such obligations.  This becomes especially important with testing modifications and newly developed applications, as a balance must be struck between adequate testing and appropriate use of information.

One final issue faced by U. S. Steel in terms of its information systems is the lack of a standard method of documenting the modifications to systems.  While this is addressed in part by various sources (known as the KnowledgeBase) by some units within the BSC, these sources are often incomplete.  As such, knowledge management has become an issue, as its current poor quality is leading to time wasted in tracking down methods for testing, deciphering compiler error codes, and so forth.  While the stated goal is to have all information available, the method for doing so is often left to the individual developer – needless to say, this causes numerous problems when that individual developer is no longer employed by the company.

Overall, then, U. S. Steel has been successful, but has numerous issues with its use of information systems.  The challenges posed by outmoded systems backed by less-than-stellar documentation have contributed in their own way to limiting the company’s growth.  It is possible that, with eye toward future growth and the strategic use of IS, the company will find ways to better support its IS initiatives, allowing IS to become strategic and thereby giving the company as a whole an advantage.
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