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A couple of times recently I have talked in this column about some of the laws of the IT industry. These laws are the underlying trends that explain so much about the dynamics of IT, and why we are headed where we are.

The most famous is Moore’s Law, which states that processing power doubles every 18 months. Then there is Metcalfe’s Law, which states that the utility of a network expands by the square of the number of users. Nielsen’s Law says that Internet connection bandwidth grows by 50 per cent a year, while Gilder’s Law says that total bandwidth doubles every nine months.

I have even invented my own law, which I have modestly dubbed Philipson’s Law, which says that the number of users of a corporate computer system grows by a factor of ten every decade.

All of these laws help us understand the IT industry. There are other unnamed laws covering such things as storage and memory capacity, and the bandwidth of mobile communications. It is remarkable how true most of these laws are, and how they remain in force over many years.

I poked around the Internet a bit to see if I could come up with any more laws. I found a number of very interesting ones, in various places. But a remarkably high number of them came back to the same article written in Wired magazine in September 1997 by executive editor Kevin Kelly.

Kevin Kelly is one of the most original thinkers in the IT industry. He wrote a book called “Out of Control” way back in 1994 as the Web and e-commerce was just taking off. It remains the Bible, or at least the Old Testament, of the Internet era.

Kelly’s 1997 article was entitled “New Rules for the New Economy”, subtitled “dependable principles for thriving in a turbulent world”. Four years after it was written it remains the best exposition you could possible find for the way the Internet is changing our society and our economy. Its lessons ring true even after the dot com crash and the turbulent events of recent months.

I recommend Kelly’s article to you. You can find it in the archives of Wired’s website at www.wired.com. There is no room here to repeat all of his laws, but some of them really bear thinking about. One of them is the Law of Plentitude which is really Metcalfe’s Law restated. Or as Kelly states it “more is more”. As the number of nodes on a network increases arithmetically, the value of the network increases exponentially.

In the old industrial world value came from scarcity. In the new information world, power comes from abundance. In Kelly’s words: “in the network economy, scarcity is overwhelmed by shrinking marginal costs. With the expense of churning out another copy becomes trivial, the value of standards and the network booms”.

Another important law expounded in Kelly’s article is the Law of Exponential Value, which states that when growth curves cross a certain threshold their momentum becomes irreversible. “Success is non-linear”. This happens in biology and it happens in information technology. Then there is the Law of Inverse Pricing, which states that the best gets cheaper each year. This is of course related to Moore’s Law. We get better and better equipment at cheaper and cheaper prices every year, which brings us to the Law of Generosity.

“Follow the free”, says Kelly. Many software companies have become successful following this simple rule. McAfee’s anti-virus software was the first example but now you see it everywhere. Microsoft, Netscape, Adobe, and others give you bits of their software on the basis that you will end up buying other bits of it. Some people give you the hardware, and make the money from the services attached to the hardware. Mobile phone companies and pay TV companies are good examples. In the information economy conventional business models are turned on their head.

Kelly’s final law is one of my favourites. It is the Law of Inefficiencies. It states quite simply that you should not attempt to solve productivity problems in business, because productivity is not the issue. If a process is inefficient get rid of the process, don’t try to make it more efficient. As Kelly says “the problem with trying to measure productivity is that it measures only how well people can do the wrong jobs. Any job that can be measured for productivity probably should be eliminated”.

Lots of people have written lots of things about the information economy. Much of what has been said is absolute rubbish. But the fact remains that we have entered an important new era. In the words of the popular management book of the early nineties, which pre-dated the e-commerce explosion, we have witnessed a massive Paradigm Shift. This phrase has been so overused it has become a cliché. But clichés become clichés for a very good reason.

I think that my own Philipson’s Law explains a lot about changes in corporate computing, but I would not claim to be in the same league as Kevin Kelly. After all the sham, misery and broken dreams of the last few years his words stand as a manifesto for the world that awaits us.
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