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Are you sick of all this talk about the “new economy”? I am. There is nothing new about it at all. It is true that things are constantly changing, but we are witnessing an evolution, not a revolution.

The new economy is a term being bandied about to describe the new companies that have sprung up during the Internet and e-business mania of the past few years. While the share prices of these companies were booming it became almost popular wisdom that we were witnessing a new paradigm, where a company’s value was unrelated to its profits or its revenues, and based entirely on its potential.

So high did the market soar, for so long and on so little conventional basis, that even the most conservative commentators started talking about how the world had changed. Of course, the market has since dropped, and some of these people have been left looking pretty silly.

Still, they say you should invest in the stock market for the long term. The markets, here and internationally, are still much higher than they were a year ago. If they had climbed evenly to their current levels, rather than suffered a disastrous plunge in the last month from amazing highs, everyone would be still talking about the miracle of the long boom that has been going on for most of the last ten years.

It just shows you how much people get caught up in the short term. They let essentially minor events cloud their view of things. The events of last week are more important than the events of last year. They forget the big picture.

A share market analyst friend of mine told me something very interesting last week. Fully 50 per cent of the gains the share market makes in a decade are made on just eleven days in that decade. That’s just over a day a year on average. Think about it. And no-one knows when those eleven days will be.

I have often been asked in the last year to give talks at seminars about e-commerce. Five years ago I was talking about ERP (enterprise resource planning). Ten years ago I was talking about client/server, or BPR (business process re-engineering).

They are all the same thing. At least, they all fit within the same context – changed business practices brought on by the information revolution.

Think back twenty years to days of Ronald Reagan and Margaret Thatcher. Not a pretty thought, I know, but love them or hate them this pair ushered in the new economic era. Reaganomics and Thatchernomics (add Rogernomics in New Zealand) were shorthand terms to describe the restructuring of most Western economies that took place in the 1980s.

Then in the early 1990s Australia went through Paul Keating’s “the recession we had to have”. He got the terminology wrong. We did have to have it, but it was a restructuring, not a recession. It was Australia’s way of coming to terms with the changes that were being wrought all around the industrialised world.

What were the key aspects of this era? The politicians championed a reduction in government involvement in the economy (which did not happen), but as is usually the case with politicians they were not making events, but reflecting them.

Tariff barriers were lowered, tax concessions were eroded, red tape was cut, markets opened up. This has happened slowly and fitfully, and there have been many obstacles in the path, but the trend has been inexorable. Businesses shed layers of middle management, cycle times in business got much shorter, and efficiency became paramount.

This trend has gone under many names, some of which have become pejorative, like “economic rationalism” and “globalisation” and “level playing field”. The benefits of the changes have not been evenly shared – the benefits of changes rarely are – but the overall effect has been a great boom in the world economy. Luddites and conservatives rail against it, but they cannot fight the tide of history.

(That’s right, the anti World Trade Organisation activists protesting in Seattle and Washington and London are the true conservatives. They are afraid of change).

It is no coincidence that these changes occurred at the same time as the information revolution. The two are inextricably part of each other. Thatcher and Reagan came to power at the same time the PC became and indispensable business tool. Information technology greatly facilitated the trends towards markets operating more efficiently.

That is because computers and telecommunications systems break down information barriers. It is differentials in information that keep markets insulated from each other. When everybody has access to the same information, markets open up.

Ten years ago the big buzzword in computers and business was “business process re-engineering”, which referred to the practice of looking at ways to do things better. Most organisations do not operate very efficiently, with too many levels of approval or management.

How often have you had someone behind a counter explain that they couldn’t help you because it wasn’t their job, or they didn’t have access to the right information, or they had to send the form away, or some such thing. As customers, we don’t care about their internal systems, we just want the organisation to satisfy our needs. Breaking down those sorts of barriers is one example of what business process re-engineering is all about.

Back then, ten years ago, people were talking about paradigm shifts and just-in-time manufacturing and even just-in-time information. Client/server computing came into being, a new model designed to spread the information load more efficiently around the organisation.

It is important to remember that all this predates the Internet and e-commerce. The Web has simply provided the tools and the infrastructure to accelerate a process that has been going on for a very long time.

It is not a “new” economy. Nor is it the “old” economy. It’s just the economy, stupid, to revamp Clinton’s famous phrase. The economic fundamentals remain in place.

The more things change, the more they remain the same.
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