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George Colony is one of the more intelligent and experienced market commentators in this industry. He is head of Forrester Research, one of the major US-based computer market research and analysis groups, along with the likes of Gartner and the Meta Group. (“Forrester” is George Colony’s middle name).

Every month or so he writes an opinion piece that is posted on his company’s website. I strongly recommend Forrester’s website to you (www.forrester.com). It contains more free stuff than most of the research companies’ sites. Meta’s is not bad (www.metagroup.com), but you can pretty well forget about getting much from Gartner (www.gartner.com) unless you have a pretty high limit on your credit card.

A couple of weeks ago George Colony wrote a very interesting piece which he called “Hollow.com”. In it, he talked about how unimpressed he was with the quality of management of many of the new Internet startup companies he had spoken to in recent months.

As part of Forrester’s research process, Colony and other senior Forrester analysts constantly talk to presidents and other senior managers of suppliers and users of information technology products and services. They recently interviewed dozens of CEOs of services suppliers, asking them about how they thought the Internet would change their business over the next ten years.

Many of these interviews were with founders of the so called “dot.com” companies – the new breed of companies set up specifically to deliver their products or services over the Internet. Colony was not very impressed with most of these people.

“Traditional CEOs were scared by the Internet and were scrambling to catch up. But that wasn’t what grabbed me. The biggest revelation was the low quality of the dot.com CEOs when compared to the traditionalists.

“What was missing? Many of the dot.com CEOs lacked depth, experience and common business sense. Their commitment was short-term – three years on average. They talked about their highly fluid work force – a constantly changing cast of characters, washing in on the promise of more stock options and an IPO (initial public offering – a stock float) and then washing out, post-offering, in search of another pre-IPO company.

“The business thinking of these CEOs centred on simplistic and clichéd mental models. Be like Amazon! Advertise, advertise, advertise! It’s a land grab! We don’t want to be profitable too fast! Business to business is the place to be!

“There was a fanatical focus on valuation – getting public and liquid – while value, which is what the customer eventually gets, was a back seat discussion. In many ways, these companies felt hollow, lacking some of the fundamental ingredients of long-term success.”

George Colony is not the first person to comment on this phenomenon, but he is one of the sharpest. I see it a lot myself, in this country. There is a get rich quick mentality in the Internet age that regards boring things like revenues and profitability, even product, as a secondary aspect of a business plan. The focus is on “growing mindshare”, on “building momentum”, and in selling out at the peak.

“These hollow companies have limited experience, wisdom, commitment, long-term view, allegiance to the customer, or sense of construction. They are not built to withstand competition, they are not built to deliver sustained value, and they’re not built to last.”

Forrester’s web site encourages comment from readers about Colony’s opinions. These are available for public perusal, a vaguely interesting activity if you’re stuck at home on a wet Sunday afternoon. Most correspondents agreed with Colony’s views, as do I, but there were some indignant responses from some of the maligned. The human race does not accept criticism very gracefully.

If you’re interested in this stuff, and I believe it to be one of the most interesting aspects of the modern age, there is another excellent reference. One of my favourite reads is an American magazine called Fast Company, which talks about doing business in the online era. A couple of months ago an article appeared in Fast Company called “Built to Flip”.

The article was written by Jim Collins, former Stanford University professor and co-author of the successful business book “Built to Last”, published in 1994. In that book, he and Jerry Porras examined the factors that made such corporations as Hewlett-Packard and Disney and General Electric such enduring and successful American icons.

They believed that the common factors centred around building companies that had a sense of purpose and which took the long term view – “core values that infuse work with the kind of meaning that goes beyond making money.”

You can see what’s coming. In Collins’ he compares that attitude with that so common in today’s business world. He mentions the reaction one of his graduate students received when she tried to raise venture capital for a new company.

“I developed our business model on the idea of creating an enduring, great company – just as you taught us to do at Stanford – and the venture capitalists looked at me as if I were crazy. Then one of them pointed his finger at me and said that he wasn’t interested in enduring, great companies. He said come back with an idea you can do quickly and that you can take public or get acquired within 12 to 18 months.”

Build to last is out. Built to flip is in. “Flipping” is building a company wholly or mostly with the idea of selling it and getting out, the mentality that George Colony complained of. I strongly recommend this article to you. It’s on the web, at www.fastcompany.com/online/32/builttoflip.html. It explains the mindset of the new breed of hollow men.

We see it all around us, in the constant debates over the value of companies in the stock market and the “new” economy versus the “old” economy. But one thing’s for sure. Ultimately, companies must deliver product and value. Otherwise, what’s the point? George Colony’s description of these companies as “Hollow.com” immediately reminded of the words of T.S. Eliot, easily the greatest poet of this century:

“We are the hollow men. We are the stuffed men. Headpiece filled with straw.”

There’s a lot of it going around.
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