Philipson column for 22 October 2002 
I was reading something the other day that made me stop and think. It was the proposition that the biggest contributor to economic progress in the 20th century was – wait for it – self-service. Not air transport, or mass production, or computers, but self-service.

The proposition was put forward in a paper by Martin Butler, founder of British IT research company The Butler Group. He believes it explains a lot about the many changes we are seeing in the economy, and in the IT industry, as we move into the post-industrial age.
It’s a reasonable thesis, when you think about it. Self-service has changed retailing beyond recognition in my lifetime. We now fill our own petrol tanks and choose our own groceries. Much as we may decry the lack of people on the floor in the local K-Mart, the growth of self-service retailing has allowed shops to stock a much greater range of goods, at a much lower cost, than ever before.

Self-service has also transformed our home life. The growth of labour saving devices such as washing machines and vacuum cleaners has delivered millions from domestic drudgery, and made servants – one of the largest classes of society a hundred years ago – almost disappear.

These are major changes because they affect us all. They have changed the very fabric of society, and are so fundamental that they have qualitatively altered the economic balance, not just quantitatively moved it. And the self-service revolution is not over – it is continuing all around us.

Most of the major developments taking place in the IT industry right now have to do with the extension of the idea of self-service to aspects of business that you would not think they would normally apply to. The Internet has made possible a whole new type of self-service, by providing a new shopping medium, but there is much more to it then just replacing your trip to the bookshop with an online amazon.com or dymocks.com.au experience.
Most of the Internet hype over the past few years has been about this sort of business-to-consumer (B2C) e-commerce, and it has indeed been an important trend. But much more significant has been the growth in business-to-business (B2B) e-commerce, which is the lifeblood of the economy. There are many ways to measure it, but transactions between businesses outnumber those between business and consumers by ten to one or more.
The whole history of business has been about reducing cycle times – getting products to market more quickly, getting paid more quickly, turning things around more quickly. Nothing so improves business productivity as reducing transaction costs, as we have seen with the retailing revolution.

There are many components to transaction costs. There is the cost of holding goods before you sell them. The smaller your inventory, the more money you can make. There is the cost of documentation – the ordering, invoicing and payment processes. There is taxation. There is transport. There is advertising. There are all sorts of administrative overheads.
For the last 25 years or more IT has been transfixed on transactional data. Organisations have built massive databases to store all sorts of information about their clients, and the growth of tools to retrieve and report on this data has become a significant industry in its own right. But now there is a realisation that this is only part of the story, and that there is much more to reducing the true cost of a transaction than simply tracking and reporting on the transactional data. We are witnessing a major change in the very nature of business transactions.

Just as self-service has become the norm in many areas of our daily lives, we are moving towards it in the business world. The growth of intranets, extranets and corporate portals is one aspect of this. Employees, customers and business partners are increasingly being given access to internal corporate information systems, allowing them to track information pertaining to their dealings with the company. The distribution of company procedures, the tracking of orders, the automation of a whole range of business activities is changing the cost structures of whole industries.
Over the last decade or more improved IT systems have caused a revolution in supply chain management (SCM). Much of this has been hidden from the general public, and it has been underreported because it is so boring, but it has made possible many of the efficiencies we now take for granted.

The biggest news in the IT industry now is web services. Some are dismissing this as just another fad, but it is much more than that. Web services, which I have written about a few times in this column recently, are a new set of standards which allow the integration of virtually all business processes. Web services technology has the potential to bring self-service to every aspect of business.

There is a feeling abroad in the IT industry that technology has come to a bit of a full stop, and that the pace of innovation in the future will not be so fast as it has been in the past. I don’t subscribe to that theory – it ascribes too much weight to the present gloominess and not enough to the longer term picture, which is far brighter. The next ten years will be at least as exciting as the last.
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