Philipson column for 29 February 2000

I sat down this week to write a column about the remarkable $US4 billion acquisition this month of Sterling Software by Computer Associates (CA). But I never wrote the piece – as soon as a started I was overcome by a strong feeling of déjà vu and ennui and all those other French emotions.

I realised that I had already written the column – on these pages – on 13 April 1999, less than a year ago. The only difference is that last year CA bought Platinum, and this year it bought Sterling. In a remarkable series of acquisitions over more than ten years, CA has bought virtually all its mainframe software rivals, becoming in the process number three software company in the industry after Microsoft and Oracle.

This is remarkable in itself, but I will not repeat myself. If you want a copy of what I wrote last year, drop me a line and I’ll send it to you (so long as you are on email – other forms of communication are so inconvenient). Just substitute “Sterling” for “Platinum” and you have a succinct analysis of this latest takeover.

What is does illustrate is the continued takeover activity occurring throughout the computer industry. We constantly hear of instant squillionaires riding the Internet wave on the back of IPOs and MBOs and stock swaps and M&A activity. It is so common place it has generated its own series of acronyms and arcane terminology.

An IPO is an initial public offering – when a company “floats” or goes public. It is typically a vehicle for self-enrichment unrelated to the company’s prospects in the market. An MBO is a management buy-out – where the senior management and staff buy the company from the original owners, often partially funded by VC money.

VC stands for venture capitalists, otherwise known as “vulture capitalists”. In the USA they are generally greedy and intelligent, and in Australia they are generally greedy and stupid. They use rich people’s money to buy disproportionately large amounts of small companies’ shares, hoping to benefit from the subsequent IPO or takeover.

These takeovers are part of the massive M&A (mergers and acquisitions) industry, which has a life of its own and whole magazines and newsletters devoted to its goings ons. A lot of people have made a lot of money in the last decade or two through the M&A boom. It is the dream of practically everybody in the computer industry to start a company that will float or be bought, so that the founders can make millions of dollars and retire or do it all over again.

I heard a rumour the other day that there exist people who start companies because they have a good product that they want to sell for a reasonable price, thus allowing themselves to make a comfortable but modest living from the profits. While I cannot deny the existence of such people, this idea so preposterous that I find it difficult to believe it is true.

Next they will be telling me that Internet companies need to have a business plan to attract investors. No, the idea that you have to work for a living, let alone produce something useful to others, is altogether too far-fetched to bear serious consideration.

Don’t get me wrong. There is a massive amount of activity generated by the acquirers and the acquirees. People work very long hours making the deals happen, and they pay vast amounts of money to lawyers and accountants and tax agents to make sure it all works properly and that everybody gets what is after all only their fair share.

But perhaps I am being too cynical, and more than a little hypocritical. I must admit to having benefited myself from being taken over. Early in the 1990s I and a friend of mine started a little publishing and market research company. We worked hard for eight years, and our company was acquired recently by John Fairfax, the publishers of this newspaper. We didn’t make anything like the stratospheric amounts you read about in the biz.com pages, and we can’t retire or anything, but it was okay.

Of course, we believe we earned our payout. Funny thing, everybody does. We are now witnessing the unedifying spectacle of envy becoming more commonplace than greed. People would rather be as poor as their neighbour than not quite as rich as their neighbour. Once you get something, no matter how much it is, no matter how hard or little you worked for it, no matter how much it was a consequence of luck rather than labour, you start to worry about not having more, about having missed the boom in a stock that you always thought was a good investment but which you never bought shares in, about someone else having done better than you despite not having worked as hard or been as clever.

It’s all so unfair, we say. At the cusp of the new millennium, there has never been more private wealth in the world. A significant elite is basking in fabulous riches, and in the Western world the standard of living of everyman has never been higher.

Yet we are surrounded by dissatisfaction, envy and unhappiness. People are rarely content with their lot, they always want something better. There is nothing wrong with this, save for the unhappiness it brings. There is some dark force lurking deep within the human psyche that denies us the ability to say enough is enough.

Philanthropy is at an all-time low. The rich nations deny poor nations access to their markets on the most spurious of grounds. Governments everywhere, of all political persuasions, are mean-spirited and almost totally lacking in vision or commonsense. There is little charity in the world, and much greed.

We could say that it has always been so, and that it always will be so. I hope not. It would be nice to think that all this frenetic financial activity and all this effort being expended by so many intelligent people will somehow have some long-lasting benefit.

Otherwise, what’s the point?
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