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In the past few weeks we have been treated to an orgy of dot com bloodletting. There's a thing known as "burn rate", which is simply the amount of money you have in the bank divided by the amount you spend (or "burn") each month. If you're not making any money, and no-one is giving you any capital, then eventually you run out of money and you go out of business.

All the talk now is of tougher economic times ahead. The boom is over. It was fuelled largely by the growth in the US economy, which was in turn partly fuelled by millions of people feeling massively wealthier because the value of their shareholdings had just kept going up and up.

Talk of the "new economy" is now looking pretty silly. There are economic laws just as there are physical laws, and one of those economic laws is that you can't spend more than you earn, at least not for an infinite time. During the height of the boom many pundits were talking about how the Internet had changed the rules forever, and the old restrictions no longer applied. It now looks as if they were arguing for a repeal of the law of gravity.

There is no doubt that many business plans were flawed, and that too many people got too greedy and tried to make too much money too quickly. But many serious heads were also turned, particularly in the area of Internet publishing. It is all very well to ridicule some of the flakier start-ups, but what are we to make of the errors of judgement of the many sensible people who are now finding that it's next to impossible to make money publishing perfectly good information on the Internet?

Many people tend to lump all the failed dot coms together. It is true that they share the intention using the Internet as a medium to transact business, but let us look specifically at attempts by publishing houses to make money from the Internet. I have some personal experience of this, having been a partner in a publishing company that started a major Internet activity and never made any money out of it.

The Internet, as most of us know, is an ideal publishing medium. That is, it is an ideal way of getting information out there so that others can see. But if we mean by publishing the act of making money out of such an activity, it seems that the Internet is a very poor publishing medium.

It used to constantly amaze me when I was in the magazine publishing business how few people understood the economics of the game. "How are subscriptions going?' they would ask. "You making money yet?" Most people believed, and still do, that magazines get most of their money from subscriptions. They do not. They get it from advertising. Most smaller magazines are lucky to get ten per cent of the revenue from subscriptions, which is often barely enough to cover the cost of maintaining a subscriptions department.

Now, advertisers ultimately rely on the fact that a publication has a large or specific reader base so they can reach the audience they want to reach, but the link between readership numbers and advertising revenue is often very tenuous. A whole industry exists to track magazine subscriptions, and claims and counterclaims over exact numbers are part of the publishing game.

Some unscrupulous publishers inflate the figures wildly, or simply don't print the numbers they claim. One magazine publisher in the computer industry was notorious for printing only a few hundred copies, and sending them only to PR companies and advertisers. Actual circulation was virtually zero, but he was able to hide the fact for years.

Ads in magazines are easy to see. They are tangible things, even if their content may satisfy only the supplier and the advertising agency. Ads on the Internet, though, simply don't work, at least not in the same way. People keep trying, and Internet ad revenues are going up (from a very small base), but it's a tough game. So is getting people to pay money to view Internet content - the only people who have been able to do that successfully are the pornographers.

Publishers throughout the world continue to try different business models, trying to replicate their success in print onto the Internet. The major publishing companies have not been able to do it. Smaller ones can't. The big networks can't. Microsoft can't. Everybody is losing money. Something is obviously very wrong.

People keep trying, because they believe there must be a business model there that will work. Probably there is. But I suspect it is so different to what has gone before that there will be many more upheavals before we discover it.

Conventional publishing required massive investment, in printing presses and distribution networks and the like. Internet publishing does not. Conventional publishing relied on the laws of copyright. Internet publishing does not. Conventional publishing is hierarchical. Internet publishing is tangential.

The business models on the Internet are very different to what has gone before. New ones will evolve, but they will require a very different way of thinking about information, who owns it, and how it is distributed.
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