Philipson column for 5 November 2002
Australia’s Internet economy is powering ahead. Last year business transacted on the Internet grew by 33 per cent, and now accounts for $43 billion, 6.4 per cent of Australia’s GDP (gross domestic product). That’s a lot of money.
These figures are from an illuminating report released a couple of weeks ago by the Allen Consulting Group, and available for free from the company’s website (www.allenconsult.com.au). It is called “Built for Business II: Beyond Basic Connectivity”. It is the second year the study has been conducted.

The report was commissioned by Cisco Australia, which as the biggest supplier of communications gear has a vested interest in increased Internet usage. For some reason it is not to be found on Cisco’s website, but the fact that Cisco paid for it does not diminish the importance of the survey’s findings. These confirm data from other studies done previously by the Australia Bureau of Statistics and Yellow Pages. 
“The substantive progress being made by Australian business towards Internet engagement is fairly remarkable,” the report states. “It stands at odds with the pessimistic and cynical tone which often appears in commentary about the Internet which often dwells on the spectacular failure of the dot com businesses and the commercial doldrums that the ICT sector is currently wallowing in.
“It seems that while sentiment among media commentators and the business elite has swung wildly from excessive exuberance to deep pessimism, business in Australia has quietly got on with the job. It has taken what it has found from the Internet and applied it.”

The report is based on a survey of 634 Australian businesses, a pretty decent sized sample, of all sizes and from all industry sectors. It contains a wealth of information about the use of the Internet by Australia business.
A key finding is that Internet connectivity is almost universal, with 95 per cent of Australian businesses online. Most of those that said they were not said it was because they were about to close down. Smaller companies (those with fewer than 20 employees) were less likely to be online, but even in this group 88 per cent are online.
Nearly three-quarters (72 per cent) of businesses with an Internet connection have a web site, and about the same number (74 per cent) have more than half their staff on email. Two thirds (67 per cent) use Internet banking. Not surprisingly, the report found that businesses connected to the Internet are much more productive than those that are not.
“Businesses also report that use of the Internet has generated cost savings, with the average cost saving estimated to be 2 per cent of total costs – across the economy and over time this equates to a substantial increase in wealth and wellbeing.”

I have been watching Internet usage in business for years, and none of these findings surprise me. When I edited the first edition of CCH’s Australian Guide to eBusiness last year, we included the executive summary of last years’ Built for Business report as an appendix to the book. The second edition was too early to include this latest report, but we included in it many examples of Australian businesses doing business online.
(If I may allow myself and the publishers a small plug, this second edition is now in the bookstores. There’s more than 700 pages on every aspect of doing eBusiness in Australia. Contributors include some of Australia’s top eBusiness consultants, practitioners and lawayers. As its editor, I recommend it to you.)
But we are still in the early days. The growth rates have been substantial, and the Internet is now a common way of doing business, but most companies still do not use it for much more than email, research and promotion. Fewer than half (48 per cent) receive orders over the Internet, and many of them do not actually conduct the transaction on the Internet.

It is remarkable how quickly the Internet has become part of our lives. I for one cannot imagine life without it. I occasionally get letters (emails of course) from people who say its importance is overstated, or that the technology is too difficult, or that the bubble will burst. I find such sentiments difficult to fathom, but they are there.
They fly in the face of history. The Allen report confirms what I regard as an historical inevitability. The whole history of commerce is about reducing transaction costs and time to market, and about increasing business velocity and the quantity and quality of market information. The Internet is the greatest tool ever invented to accelerate these trends.

It is true that there was a fair degree of “irrational exuberance” during the dot com boom. There was much talk of a “new economy”, much of which is now discredited. The laws of economics were never repealed.

Nor will they be, not any time soon. But it is precisely because the laws of economics remain in force that the Internet will continue to increase in importance as a business medium. Respondents to the Built for Business survey forecast vastly increased use of the Internet in the future, because the imperatives for using it are so strong.

eBusiness is here to stay.
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