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A new market space.

A new investment opportunity
“Welcome to this ‘special invite’ event.

I’m Alan Mitchell, chairman of the Buyer-Centric Commerce Forum

The purpose of this afternoon’s session is not to draw your attention to a specific investment opportunity. Rather, it is to highlight a new market space which we believe will become the source of very many, different and separate investment opportunities.
To draw a parallel imagine, think of what we’re talking about something similar to sitting around say, in 1905, before Ford’s first River Rouge plant got going, and saying, “Hey listen! We think mass production is the next big thing”.

We’re not saying ‘hey! You really should invest in the Ford Motor Company!’ We’re just saying ‘we can see mass production on the horizon. All the ingredients are there.’

‘So you might want to invest in mass producing companies themselves, like Ford. You might want to invest in the machine tool suppliers supplying these mass production companies. You might want to invest in the necessary infrastructure such as electricity generation.

‘But whatever level you decide to invest, mass production is the underlying theme’.

What we’re trying to flag today is something similar – and the reference to mass production is not entirely flippant, because in many ways Buyer Centricity marks a departure from the trend set from those earliest times.

Ever since then, business, investment, management has focused on how to improve the economics of the firm: to improve what it produces and how it produces it. To make it more efficient. More productive. More profitable.

After 100 years, buyer centric commerce shifts the focus back to the individual – not as consumers of the products and services made by firms – but as a business in his or her own right. As an individual, he or she is a producer … in the business of ‘making’ his or her own life. So the buyer- or person- centric question is how can we apply new technologies, reengineer processes – use whatever jargon you want – to improve personal efficiency and productivity, reduce costs, improve outputs, and achieve personal goals?
So, how do you improve the economics of the individual? How do you make individuals more profitable?

Looking at commerce and innovation in this way doesn’t fit existing pigeonholes. So would-be entrepreneurs in this area have found it hard to explain what they’re trying to do to would-be investors – and would-be investors have found it hard to understand what fund-seekers are getting at. 

So this is basically a framing session. Suggesting a way of looking at a particular set of business opportunities that may help put them in perspective.

The format of this evening goes like this.

I am going to talk for about ten minutes in very general terms about what this new market space is, and why we think it is important. 
Once I’ve finished introducing the general them, we will then focus on some specific examples - different ways in which this new market space is becoming manifest:

· at the level of new business models,

· at the level of building blocks to these new models – the enabling machine tools, if you like
· at the level of general infrastructure developments, the electricity generation level.
Specifically:

At the business model level, Alex Cheatle, CEO of TEN UK, will talk about a new type of person-centric concierge service.

Liz Brandt, a partner at Digital Public, will look at the quest for ‘joined-up’ person-centric public services, which reorganise many different services from many different government departments and agencies around the needs of individuals.
Iain Henderson, of The Customer’s Voice will introduce the theme of personal knowledge banks – one of the many new services which are beginning to emerge, in this case focused on helping individuals manage and deploy personal and other information more efficiently and more effectively.

And finally, Steve Leegood, strategy director of the JMG Partnership will look at the implications of what we are talking about for the IT industry generally.

Each of their contributions will be very short – ten minutes – designed only to provoke your questions. Hopefully that will leave us time for a stimulating discussion.
To help us in that discussion, we have some other people are who are active in this general area, including Wendy Fleet, CEO of You at Work; Chris Lawer of the OMC Group, Graham Sadd of Paoga, and Tim Kitchin from the Glasshouse Partnership.  I hope to finish around 7.30.
So what, then, is the new white space of ‘buyer-centric’ commerce all about?

Part II: What is buyer-centricity?
Buyer- or person-centric commerce is an umbrella term to describe a wide range of different types of business, all of which are united by some common themes.
The most important common theme is that they address the needs of the individual (or household) not just as a potential consumer who has to be persuaded to buy our products or services, but as if they were a company – which, like every other company – wants to improve its efficiency and productivity and increase its profitability.
Generically speaking, every business does three things to prosper:

1. Source inputs

2. Turn inputs into outputs

3. Realise the value of those outputs

Likewise, to ‘make their lives’ every individual has to do the same three things for themselves: buy things, and use them, to achieve personal purposes.

Buyer- and person-centric services apply and deploy the skills, processes, technologies, economies of scale etc that businesses traditionally apply to these three core tasks – but instead of deploying them to help businesses work better, they deploy them to help individuals work better. 
A core function for every business, for example, is sourcing – the buying function. Companies employ professional buyers, who deploy accumulated expertise about their industries, negotiating skills, and access to rich sources of information to find the best suppliers, of the best quality inputs, on the best possible conditions, at the best possible price. 

So, one of major theme of buyer-centric commerce, we believe, will be different types of added value buying service which help individuals go to market,  search for and secure, the best possible value from the marketplace.

Added value buying services, in turn, depend upon a whole series of service and technology building blocks – some of which we are already becoming familiar with. Search (helping individuals search for the products and services they want) is one such building block. Comparison shopping (helping people compare prices, product features, quality and so on) is another. Expert advice (especially for those individuals who are not confident or new to a specific category), and negotiation services, to help buyers get the best deal from their suppliers are others. (For an example of negotiation services, Edmunds.com in the US collates and publishes information from tens of thousands of car buyers about the prices they actually pay dealers for cars – the price after negotiation rather than before – so that buyers know what the real ‘going rate’ is and can use this in their own negotiations.
As I said, some of these building blocks – such as comparison shopping websites – are now becoming familiar. But in our view, the current state of development of this new market is rather akin to a Model T Ford compared to a modern Formula 1 racing car. Extremely crude. An awful long way to go. A key challenge, for example, is how to mix and match information about individuals (their personal desires, preferences, goals and circumstances with that of the marketplace – products, prices, attributes) in such a way that buyers find sellers, and sellers find buyers in more efficient ways.
By the way, added value buying services illustrate three general themes of most buyer-centric business models.

1. First, they involve some core elements of real innovation, most of which are technology based and driven as a building block. Google-style search engines and comparison shopping sites are relatively new phenomena, for example.

2. Second, they change and improve the way individuals go about some fundamental aspect of their life. In this case, shopping.

3. Third, they provoke knock-on changes to the way individuals interact with organisations – the mechanisms, channels, terms of engagement, information flows and so on. For example, they rely on their ability to elicit rich, detailed information from individuals, rather than sending information or messages to or at them.
In other words, they are catalysts of change at many levels.

The second thing all organisations do is turn inputs into outputs. And they deploy all manner of skills, knowledge, expertise, processes and technologies to do this as efficiently and effectively as possible across many different specialist departments and units, different product lines and functional specialisms such as accounting, legal, or marketing.
Likewise individuals have very many life departments which they have to run efficiently in order to make the most of their lives. For example, they need to manage their money, manage their home, stay healthy, manage their information and communications (their computers, mobile phones and so on), their transport, their careers, their social and business networks, their leisure activities and so on.

They also have to manage a series of important life events: getting married, moving home, having children, getting divorced, having a partner dying etc.

Buyer- and person-centric businesses help individuals improve their personal productivity by helping them be more efficient and effective at managing these departments and events.
To do so they will offer a combination of specialist expertise, access to useful and relevant information, plus services which integrate and coordinate inputs from many different sources. Think of all the hassle involved in moving home for example. Or think of all the different inputs – of drugs, equipment, services, knowledge, expertise etc – which need to be integrated to manage a chronic illness such as diabetes.
I could go on to talk about many other different types of buyer- or person-centric service, but there are a couple of points I want to stress.

· 1) the potential scale of the umbrella theme of buyer-centricity. Basically, buyer-centric themes have the potential to impact on all consumer-facing industries, products and services - everything and anything that relates to what it takes to ‘make my life’, and make my life better. At the front line of change: financial services, retailing and IT, but also health, leisure, communications, education, transport and so on.
· 2) Buyer-centric services earn their keep by helping individuals to better manage, invest and deploy their own personal assets. This may include better use of my time, of my energy, of my money, of my information, of my attention plus improving things emotionally – either via reduced stress and hassle, or more fun. 

The acid test of a traditional business is whether it generates a healthy return on assets. The acid test of a buyer-centric business is whether it helps individuals generate better returns on their personal assets.
3) Buyer-centric business models are not a pure technology plays. Their impact derives from a combination of things: 
· new, never-seen-before services at the core, most of which are only now becoming possible because of new technologies, 
· Combined with changes to the way individuals manage different parts of their life; their processes,

· Combined with – changes in the way individuals and product and service providers interact (e.g. ‘marketing’, channel management, CRM etc).

4) Fourthly and crucially, most buyer centric services will not earn their keep via a simple ‘margin on sale’. Investors will need, I think, to look at three different potential revenue sources, and new businesses’ ability to get the right permutation and combination of all three. They are:
1. ‘New money’ – persuading individuals to allocate their money to this service rather than to something else, because it adds so much value.

2. Cannibalising revenue streams from existing industries which are either sidelined or lose bargaining power. Look at the way Google’s search driven advertising model is cannibalising revenues from traditional advertising and direct marketing, for example.

3. Freeing up cost savings, for both individuals and organisations, as new models reduce the cost of each side going to market and interacting with each other. For example, companies paying comparison shopping sites for efficient lead generation.

In this introduction I’ve tried to introduce an umbrella theme to you. It’s our view that this umbrella theme will increasingly impact on many of the biggest consumer oriented industries. This impact will be made, over time, via a wide range of very different businesses and services each focusing on doing their own thing: added value buying services, concierge services, public sector services, for-profit services, personal knowledge banks and so on. We are talking, not about just one business or type of business, but a new, intertwined ecology: a new commercial environment. 
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