Philipson column for 25 September 2001 

It is indeed the end of the world as we know it. We are surrounded by momentous events. Add Hewlett-Packard’s acquisition of Compaq to the list, if you haven’t already.

A couple of times in recent months I have talked about these suppliers. They are number two and number three in the industry, and the recent announcement that they will “merge” is by far the biggest deal in the history of IT. We truly live in a world where anything is possible and nothing surprises.

The combined company will rival IBM in size. It will be called Hewlett-Packard, which tells you just how much of a merger it is. I suppose that’s a better than “Compackard” or something. (My favourite made-up company name came from the apocryphal merger of Honeywell Information Systems and Fairchild Semiconductor in the 1970s. The combined company was to be called Fairwell Honeychild).

But I digress. With Hewlett-Packard and Compaq becoming one, the process of IT industry consolidation takes a massive further step. This has been going on for some time – Compaq acquired DEC a couple of years ago, which bought number three and number four together. Way back in 1987 Burroughs and Sperry merged to form Unisys (they were number two and three at the time), and software companies acquire each other regularly.

But the sheer size of this latest union means the rules of engagement have changed forever. We’ve heard those sorts of phrases often in recent weeks, but it’s true. I have often commented on the fact that there are fewer and fewer hardware architectures and operating systems to choose from, and fewer and fewer vendors to make them. That’s becoming truer every day.

There are, roughly speaking, four types of computers. The distinctions between them blur, but there are laptop computers, desktop computers (PCs), small servers and large servers (sometimes still called mainframes).

The laptop market is dominated by Toshiba, IBM, Compaq, HP and Dell. Scratch one from that list. The desktop market has the same players, minus Toshiba. There are lot of minor players too, but there numbers are diminishing rapidly as the market commoditises further. And there is an increasingly irrelevant Apple, once a potential alternative but marginalised through two decades of monumental mismanagement.

The small server market is IBM, HP, Compaq, Sun and Dell. Scratch one. The large server market has the same players, minus Toshiba. IBM has four large server architectures, HP had two and is moving to one, Compaq had four and is moving to two, Sun has one. There is no biodiversity in the IT industry. Sun offers a real alternative, but it may have trouble maintaining critical mass in the future.

The situation is no better in software. The desktop is owned by Microsoft. Increasingly Windows 2000 is insinuating itself onto servers and into the data centre. Its only rival is the various flavours of Unix, soon to be reduced by one with the HP/Compaq deal. A version called Linux has attracted some adherents, but it is not a mainstream operating system and shows little sign of becoming one. The other server operating systems –IBM’s OS/390 and OS/400, and Compaq’s (or is it HP’s) VMS are all hanging in there, but in relative decline. Only a decade again there were dozens of alternatives. Now there are just a few.

The database market, not so far removed from operating systems, has also rationalised enormously in recent years. This was once very competitive, but now it’s just Microsoft versus IBM versus Oracle. Informix has been acquired by IBM, and you don’t hear a peep out of Sybase and Progress any more.

The brightest area for competition is applications software. Again, Microsoft owns the desktop with its cumbersome Office suite. But at the high end, the serious applications used by serious companies to do serious things, there are still many competing players. The enterprise applications market is healthy and diverse.

But even here there are signs of consolidation. The two biggest players, SAP and Oracle, just keep getting bigger, while their immediate rivals like JD Edwards and Baan struggle. PeopleSoft is doing OK, but many smaller players like SSA and Systems Union are struggling. Australia’s Technology One and Denmark’s Navision are doing well, but when Microsoft buys a company like Great Plains, as happened last year, you can see it all happening here, too. And there’s precious little difference between all the software packages, anyway.

The computer industry, I am sorry to say, is becoming increasingly boring. All the boxes and all the applications look the same, feel the same and work the same. This may be a cause for minor sorrow from people like me whose life’s work it has been to track the changes and follow the intricate paths of the industry’s evolution, but I have to say it was inevitable. The industry was always going to grow up, and adults are much more boring than children.

The stuff is now, generally speaking, so cheap and so powerful and so reliable that it doesn’t really matter what you buy and who you buy it off. The world is indeed different, and we have more important things to worry about.
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