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The list of layoffs and adverse financial results for technology companies, large and small, is getting too big to count. Most big computer companies reported their quarterly results in the last two weeks, and the red ink and redundancies flowed like blood.

There is no doubt that the computer and communications industries are in a severe slump. We are in the Great IT Downturn of the New Millennium. Times are tough, from top to bottom. Profits (if they are not losses) are way down. Shipment figures are down. Employment is down. Share prices are down. Confidence is down. Reality has set in.

There has been much written about why this happened. The dot.com bubble burst, which is easy enough to understand. Now many more conventional IT companies that were riding that boom have had to cut back. Communications suppliers and carriers are really feeling the pain – Cisco and Lucent have lost a fortune, and you’d be pressed to find a telco anywhere in the world that is making a decent profit.

Less has been said about what it all means. How bad is the downturn, and how will it change the computer industry? I believe that the current downturn is more than just another example of the boom and bust cycle we have seen it the IT industry for the last 30 years, and that it presages major changes.

We have seen previous downturns. I remember the PC bust of 1985 and the recession of the early 1990s. These were also tough times for the IT industry, but it always came bouncing back. Things will come back this time too, but things will be very different.

We tend to forget that the computer industry is still in its infancy. Large scale commercial computing is less than 40 years old, and PCs barely half that. The Internet has been available for commercial traffic for less than ten years. All major new technologies suffer significant teething problems as they become established. The railway industry was a real mess when it began in England and the USA, with dozens of competing companies and frenzied speculation. The car industry went through similar ructions.

Now it is the turn of the computer industry. Most of the big companies of the early days of the industry have gone – IBM is the notable exception – and others have taken their place. Hardware has standardised and commoditised. Software and even services are moving in that direction too – it is getting harder and harder to tell one product from another.

Data communications is becoming a utility, like water or electricity. You turn on the tap or flick the switch, and there it is. It is almost amusing to watch the telecommunications carriers’ painful adjustment to this inevitable reality, as they scramble to maintain unrealistic margins on obsolete services. Like most people who live in the past, they cannot see the future even after it has arrived.

An interesting side-effect of all the changes is reflected in the decline of the IT press. I have been involved in IT publishing and journalism for about 20 years, which is about how long there has been such an activity. There have been many changes in that time, but none so great as that we are now experiencing.

Computer publications, even more than most areas of publishing, are driven by advertising. And for most of the last 20 years there has been a lot of computer advertising, which has meant lots of magazines. Now advertising revenues are plummeting, and magazines are folding. And IT supplements in newspapers like this one are generally on the decline.

The Toronto Star and The South China Morning Post, both of which once boasted IT sections that were almost magazines in their own right, have incorporated IT news into their general business sections, which is itself an indication that computers are nothing special anymore. It is almost as if there is no longer a computer industry as such – it has become an adjunct to the larger business world.

In this country The Australian, which has one of the oldest and largest IT supplements in the world, is doing it tough. Most of its ads are from IT recruitment companies, but now there are more people than jobs, so companies don’t need to pay expensive middle men any more, and the middle men can’t afford to advertise.

The sad fact is that the good times are over. I remember vividly a chat I had with a consultant at a cocktail party about ten years ago, during the recession we had to have. He bemoaned the fact that he wasn’t getting much work, and said that he couldn’t wait for things to get back to normal. Of course, they never did, because there was no “normal”.

It’s like that now. Those who are hanging on waiting for things to return to the way they were will be sorely disappointed. Prosperity of a sort will return, but the rules will be different, and there will be a different set of winners and losers. And no-one can tell who they will be.
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