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part 1:  INTRODUCTIONS

 Good evening.  I’m Esther Smith, an advisor to the Potomac KnowledgeWay

Project’s Netpreneur Program [http://netpreneur.org] and former publisher of

Washington Technology.  Thank you to everyone here tonight—some 750 of us.

The  Netpreneur Program is the first major program of the Potomac KnowledgeWay, an

initiative founded to make our region the global center in creation, production and deliv-

ery of online information products and services.  The goal of the Program is to be

“network central” for our community of Internet entrepreneurs.  Well, we are having

a little problem with scale—We expected 25 people to come to our first Coffee &

DoughNets session. We ran out of space twice before we capped it off at 120.  Our

spur-of-the-moment idea for a meeting between netpreneurs and venture capital-

ists swamped the Grand Ballroom of the Tysons Sheraton Premiere.  We finally had

to cut off attendance at over 400.  We were still telling people this afternoon they

couldn’t come to this event tonight.  We had already outgrown two potential meet-

ing sites before we finally landed here at the Mayflower.

You ladies and gentlemen are worth every effort.  Incidentally, one of our chal-

lenges is that we have underestimated the energy, enthusiasm, talent and guts you

have—not to mention how many of you there are! We are running to keep up with you.

I have always believed our region is special.  Although it has not been known

in the past for an entrepreneurial culture, one is certainly alive and well today.

We have companies like AOL, CyberCash, MCI, Digex, PSINet and UUNET—un-

known names a few years ago.  They didn’t have a lot of counterproductive bag-

gage to carry into a new era of commerce and continuity. So they led rather than

followed. Our guests tonight have done it all in this revolutionary new arena.  The

Barons of the Beltway are not just ahead of the power curve—they defined it.

As Daniel Savarese wrote recently discussing Elizabeth Corcoran’s article “Sili-

con Valley Scramble” in the June 8, 1997 Washington Post, “I think we’ll see many

more startups in this area and the beginnings of a new Mecca for technology

ideas as entrepreneurs start succeeding and fostering the entrepreneurial cycle

we see on the West Coast.”

A Dialogue With The Original Netpreneurs

A Potomac KnowledgeWay Netpreneur Program event, hosted by
Morino Institute and TECHcapital Magazine on June 12, 1997.

© 1997 Morino Institute. All rights reserved.

CONTENTS
part 1: Introductions ............... 1
part 2: The Barons ................. 2
Jim Kimsey
—Gee, That Sounds Exciting ................. 2
Bill Melton
—The 90 Degree Rule ............................ 4
Mario Morino
—The Right Place at the Right Time ...... 6
Russ Ramsey
—The Sun, The Moon and the Stars ...... 9

part 3: The Town Hall Meeting ... 12
On Education And Intellectual Capital .. 12
A Magnet For Talent ............................. 13
On Electronic Transactions ................... 13
Business, Schools and the Net ............ 13
The Mom and Pop Shop ...................... 14
What’s the Capital of Capital? .............. 15
Expanding the Internet Market ............ 15
Helping the District .............................. 17
Connection and Participation ............... 17
The Software Sector ............................ 18
Breaking Down Barriers ....................... 19
Where Do You Get Your Information? ... 19
Online Financing .................................. 20
Virtual and Real Estate ........................ 21
Services on a Shoestring ..................... 21
The Need for Balance .......................... 22
Defense Perimeters .............................. 22
Telecom & the Darwinian Imperative ... 23
Evaluating Companies and
    the Importance of Learning ............. 24
The Net As TV ...................................... 24
Forming Alliances ................................. 25
The Next Killer App .............................. 25

part 4: Where Does Your
Future Lie? .......................... 26



“There’s no place I’d rather be than the Washington Metro area right now,” Dan continued. “I get

tired of the Silicon Valley comparisons because we’re not going to be another Silicon Valley.  We’re

going to be something different, but just as innovative.  And we’re just starting out.  There’s nothing

better than being there at the beginning.  Silicon Valley is old hat now.”

Thanks, Dan, for saying that so well.

Tonight’s program is a spin-off from Shannon Henry’s fabulous cover story “The Barons of the

Beltway” in the premiere issue of TECHCapital magazine, a publication of TechNews, Inc., a subsid-

iary of The Washington Post Company. Making tonight’s event possible are the sponsors of “An Evening

with the Barons”: America Online, CyberCash, MCI Telecommunications Corp., Morino Institute, Pamet

River Partners, Riggs National Bank and TECHCapital.  Please join us in thanking each of these companies.

part 2:  THE BARONS

MS SMITH: The Barons are assembled here tonight:  Jim Kimsey, founder of America Online (AOL);

Bill Melton, founder of CyberCash and the author of the great quote that “if you are not on the Net

you don’t exist”; Mario Morino of the Morino Institute and the founder of Legent Corp.; and Russ

Ramsey, the founder of Friedman, Billings, Ramsey & Co. (FBR).

Each will give a seven-minute presentation and then we’ll move on to audience questions and

comments.  The event is being videotaped and transcribed.  Information from this evening will be

disseminated and press is in attendance.  What you ask tonight might wind up on the front page

tomorrow. We want an open, informal session, an interactive dialogue among netpreneurs and these

industry leaders.  We’ll begin our openings remarks, starting with Jim Kimsey.

Jim Kimsey—Gee, That Sounds Exciting!

Thank you, Esther.  “Barons of the Beltway.”  It sounds like a yuppie motorcycle gang.  And most of us

don’t qualify, except for Russ.  Sorry, Russ.

What I thought I’d do is mention some things about the little-known genesis of America Online

that might be of interest to you.  It may be relevant to how you think about cyberspace and the

opportunities that are being presented here and how you might take advantage of them.

AOL’s unlikely beginning occurred on the banks of the Colorado River when a college classmate of

mine and I were taking our sons on a trip, and he told me about an investment that he was making here

in the Washington area in a company that downloaded video games over the telephone.  At the time I had

very little knowledge of high-tech companies and I said, “Gee, that sounds exciting!”  And I invested.

Because of my geographical proximity to this company, and as it got into more and more trouble

because it caught the wave of the video game craze at the peak, I became embroiled in this venture.

While it sucked up $200,000 of voluntary and involuntary contributions, I was with a group that was

taking a bank holding company public, and I got a questionnaire from the SEC that asked, “Have you

ever been involved as a board member or officer of a company within two years of its going bankrupt?”

I thought, “Oh, no, I’ll never be able to answer ‘no’ to that again,” so I became very motivated to

keep this company alive.  I tried to sell it to Apple, but at that time Steve Jobs and John Sculley were

rolling around on the floor and I couldn’t get their attention.

So I went to Commodore.  Maybe some of you can’t remember this far back.  This was in 1984,

early ’85, and at that time, Commodore was a billion dollar company and the major presence in the

home computer market.  Luckily, I hit it off with a guy that ran Commodore.  He was too smart to buy

this downloading company, and he suggested that we start a new company, use the old technology,



marry it up with some new technology, and use Commodore as a distribution vehicle.

In those days, as I said, Commodore was a big high-tech company and we were very happy to get

their sponsorship.  Today, Commodore does not exist.  It was liquidated for the benefit of creditors.

High-tech is indeed a slippery pole. It turned out to be a fortunate thing for us because we had

solely tied our fortunes to Commodore’s wagon.  We were then forced to deploy ourselves across an

array of platforms and become much more accessible to those who would distribute us.

There was another lesson learned in all of that.  Prodigy—then known as Trintex before CBS

dropped out—had started a year ahead of us, backed by IBM and Sears.  Everybody used to ask

me, how on earth are you going to compete with IBM and Sears?  And here we are 12 years later.

I started AOL and Quantum, which became AOL, in 1985.  Prodigy has sucked up at least a billion

and a half dollars of IBM’s and Sears’ money, maybe a little more when you count off balance sheet

financing, and they have somewhere under a million subscribers.

We burned $10 million in venture

capital money and have 8.5 million

subscribers.  It’s not because we

were so smart; it’s because we didn’t

have any resources.  IBM and Sears

had tons of resources.  We had a very

tiny amount of money, and so we

were forced to use our wits and cre-

ativity to achieve our goals.  We were

forced to figure out how to leverage

other people’s resources for our own

benefit.  If we had all the resources

that Ted Papes, the founder of

Prodigy, had, I’m sure we would have

had big board rooms, hired a bunch of people, had committees and done all the things that big

companies do.  Big companies have a hard time competing.

Little companies compete well because they are wiry, they are slim, they haven’t beefed up

on overhead.  They are like little speed boats so when they see something change, they can

change quickly.  Changing quickly is the big challenge for big companies. So I always like to

recall our beginning, because this is the answer, in retrospect, to how we were able to compete

with IBM and Sears.

Now AOL is one of the top 25 media companies, we are the major brand in cyberspace, we have

7,000 employees and the challenge we face now is the same challenge that IBM and Commodore

faced.  You get big.  You get arrogant.  Arrogance is success’s evil twin.

The minute you think you know everything is the minute you are going to die, because you don’t.

You never know everything. And the challenge of keeping a big company moving like a speedboat

and able to anticipate challenges, respond to them, and keep the entrepreneurial spirit is a huge

one.  Very few big companies are able to figure that out, and it’s a challenge that renews itself daily.

There have been many interesting milestones along the way when AOL looked like it would not get

past the next bend in the road and we were forced to “huddle” down in the basement.

We were lucky because we had great people.  I was lucky because one of the early folks hired was

Steve Case, who started out as a marketing intern and, it turns out, always believed in this concept

that pretty soon everybody would be communicating by computer.  He had a vision.  He eats, sleeps,

breathes, thinks this vision.  He has perseverance.  I was very fortunate to have somebody like that.

Little companies compete well because they
are wiry, they are slim, they haven’t beefed up
on overhead.  They are like little speed boats
so when they see something change, they can
change quickly.  Changing quickly is the big

challenge for big companies.



My job was to make sure to remember business 101.  You have to have more money coming in than

going out.  Sometimes people forget that.  They get caught up in the elegance of it all and think the

masses should love this.  We love it.  We sit down in the basement playing with our stuff.  We think,

“Isn’t this great.  Everybody’s going to love it.”  Well, maybe they will, maybe they won’t.

You must find out and make

sure.  The lifeblood of all entre-

preneurial projects is money,

and figuring out where to get it

and how to keep it coming in.

It’s a lesson you can’t ever for-

get.  So I’ll leave you with that.

Our next speaker is Bill

Melton, who is on the board of

AOL and has been a great board

member.  Bill has started many

high-tech companies as you can

see in your brochure.  As you well

know, he has recently started his

own company, CyberCash.

Bill Melton—The 90 Degree Rule

I can say thank you to Jim for more than one thing.  When I joined the AOL board, I decided that to

keep myself interested, I should put a little money on the table.  So before I could get caught up in

insider trading problems, I bought a few shares of stock.  It’s been very worthwhile.  Thanks, Jim.

I’d like to talk about three things.  The first is creating efficiencies.  The second is coping.  And the

third is a kind of Russian Roulette, or what I like to call the “90-degree rule.”

In the Internet, here in this netpreneurial world, we are creating efficiencies.  We are figuring out

how to manage with one-tenth the resources it used to take.  And anytime we can figure that out, we

have an opportunity to take the $9 that we save and pass three, four, or five of it back to the con-

sumer, pass two, three, or four of that to the people who financed us to get started, and hopefully to

put a dollar or two in our pockets.

Creating efficiency is about cutting away any surplus.  This is what determines whether you are

going to be successful or not.

But enough theory.  What entrepreneuring is about most of the time isn’t such high-minded, philo-

sophical things as creating efficiencies.  It’s about coping, and this is the second thing I’d like to talk

about.  How do you get through today and tomorrow? How do you meet payroll on next Friday afternoon?

Back in 1972 or 1973, I started my first company.  I was going to automate the databases and the

telecommunications systems for a company, a series of franchises known as TeleCheck. TeleCheck

was a check guarantee business.  Of course, being a young entrepreneur, I had no idea how much it

was going to take to actually build the computer system that I promised.  I was just thrilled that

anybody would give me any business of any kind.

But I was willing to give a price.  So the guy at TeleCheck asked, “Can you automate my system?”

and I said, “No problem.”  He said, “How much will it cost?”   I said, “Thirty thousand,” which to me

was such a big number that I couldn’t imagine spending all that money.

About a year and a half later, having spent well over $120,000—and the system was not delivered

You have to have more money coming in than going out.
Sometimes people forget that.  They get caught up in
the elegance of it all and think the masses should love
this.  We love it.  We sit down in the basement playing
with our stuff.  We think, “Isn’t this great.  Everybody’s
going to love it.”  Well, maybe they will, maybe they
won’t. You must find out and make sure.



yet, of course—we were behind schedule.  I was in violation of every agreement that I had ever signed

with the guy.  He called me into his office one day and he said, “You know, Bill, you are a nice guy, and

I really appreciate how hard you are working, but,” he said, “I’m going to have to sue you.  You have

broken every promise.  You haven’t delivered.  The contract is a worthless piece of paper.  I’m a

responsible businessman—I just have no choice.”

So now this is an opportunity to cope. His name was Don.  I’ll never forget his name. Nice man.  I

said, “Don, I’ll tell you what.” I reached into my pocket and I pulled out my 1967 Volkswagen keys and

I laid them on the tabletop. I reached into my other pocket and I pulled out my checkbook.  I had $87.

I laid that on the table. I said, “Don, you can have my Volkswagen, you can have my checkbook, and

I will sign a piece of paper right here that says you can have every other earthly thing that I own on the

face of the earth except my wife and kids, and you won’t have to sue me.  I’ll save you a lot of money.

It’s in your interest, Don—and I’ll go out and get a good job someplace else.”

“Alternatively, Don, if you like, you can pay me $1,000 so they won’t shut off my electricity, and I’ll

go back to work.”  He wrote me a check for $1,000.

That was when I started my first

company.  Then there was another

company called VeriFone that some of

have you heard about.  That company

was started back in 1981 and was started

by a partner and myself.  I didn’t know

my partner very well.  Be careful of part-

ners.  He was going to bring all the

money and I was going to bring the mar-

keting and technology.  Unfortunately,

two weeks after we started the company

he had a stroke.  He became a vegetable.

And then I found out that he was bank-

rupt, divorced and being sued by three

former wives.

Meanwhile, I had made the commitment to get the company started, and I had a lot of people who

trusted me, so I had to continue.  No problem.  I went out and I sold some stuff.  Of course, I hadn’t

built it yet, but I sold it.

Then I took the orders and I went to my bank and I got a letter of credit that I could take to a

manufacturer in Hong Kong to build the stuff that I had sold. I got to Hong Kong and gave the letter of

credit to a manufacturer there, and they went ahead and built it and I went back to the United States

to try to sell some more so I could get the next letter of credit.

  Of course, I had forgotten, being the young entrepreneur, to make sure my insurance was in place

and all these business details.

At 2:00 a.m. about a month later, I got a call.  The entire load of stuff that I had bought from Hong

Kong was on a plane going through Alaska, and the plane had crashed on the runway.  The pilot had

bailed out, but all the cargo was burned.

Of course, with a letter of credit, as you understand these things, they already have the money

over there.  The people expecting the product are over here, and they have a very limited sense of

humor.  So what I had was another opportunity to cope.

I called the manufacturer in Hong Kong and I said, “What about insurance?”  And he said, “Well,

you know you signed a contract that said it’s freight on board, and that means once it’s on board, it’s

not our responsibility anymore.”

We are at the dawn of a new age, and all geometric curves,
as they sweep upwards and to the right, have to start some-
place and start very small. But they all start here and the
ramp of the curve is like other transaction businesses I
have seen. They start doubling at 50% per quarter and you
put those compounding rates on them and you get to be a
serious business in not too many years.



“Well,” I said, “you know that line of stuff that you have on your manufacturing process out there?

How are you going to get paid for that?”

“Well, aren’t you bringing a letter of credit next week?”

“Oh, I was,” I said, “but I can’t anymore, not unless the insurance comes through.  Look in your

drawer and see if you can’t find an insurance policy that will cover that.”

It was covered.  And VeriFone went on to be VeriFone.  I think the opportunity to cope never stops.

Even after the companies become the size of an AOL or they become the size of a Friedman, Billings,

Ramsey, there is something called quarterly

analyst reports.  And you cope.

You know, I have often thought that

entrepreneuring, to people who haven’t

been through it, must seem like nothing but

fun and games.  I sometimes compare it to

playing Russian roulette.  You spin the cyl-

inder and you pull the trigger once, and

nothing happens.  But you know, next quar-

ter comes around, and you get to spin that cylinder again, and the odds don’t change.  Every time it’s

the same odds and it’s continual coping, coping, coping.  Obviously, that’s the challenge.  That leads

me to what I call the 90-degree rule.

Jim gave you some stories about starting his company and he ended up very differently from where

he started out.  Every single company that I have been involved in ends up being rather different than

what we started out to be.  It’s like the old honeybee that goes out to get pollen and all the honeybee

knows is “I want pollen” and he doesn’t think anything else.  The fact that he ends up creating a lot of

honey turns out to be a side business, 90 degrees off from what he set out to accomplish.

If you start out for fame, for glory, if you start out for anything, you are not going to get it.  You are going

to end up getting something else 90 degrees off to the side. Basically, business is one large social experi-

ment, a social experiment with yourself, and a social experiment with those that you work with.

If you start out doing what is really fun for you, what you really like to do, you probably are going

to do it better than the next person who’s not having fun.  If you really do what’s fun, like the honey-

bee, hopefully you’ll create some honey.  Thank you.

I get to introduce Mario Morino.  Mario is a legend.  Anything you say about him is redundant.  He

has been there.  He has done it all.  He has created tonight.  The man is a nonstop creation machine.  Mario.

Mario Morino—The Right Place at the Right Time

Thanks, everybody, for being here.  The theme I’d like to weave through this short talk is the right

place at the right time.  We are at the very beginning of a new frontier, and from my perspective, one

that is dramatically different than what I stumbled into when my career began in the 1960s.  I believe

we are at ground zero in the Greater Washington region.

We are at a place of convergence that is making us different because we are sitting in the middle.

The fact is that communications (the pipes), computing (the process) and content (the information)

are all converging, and they are converging nowhere in the world better than in this region.

To illustrate how opportune the timing is, I’d like to quote from an article entitled “Sampling of

Start-Ups Shows How the Internet Inspires,” from the June 4, 1997, Wall Street Journal.  ”There has

rarely been a more fertile time to start a company.  Communications breakthroughs, including the

Internet, have lowered the entry bar and inspired new ideas.  In the first quarter of this year alone,

If you start out doing what is really fun for you, what
you really like to do, you probably are going to do it
better than the next person who’s not having fun.



venture capitalists invested in 281 start-ups, up 45% from a year earlier, according to a Price

Waterhouse survey.  Meanwhile, the survey found, funding soared 75% to $929 million.”

I want to go back in time, and I hate to say this, but some of you weren’t even born yet.  This is a

pretty disturbing fact for an about-to-be-54-year-old Italian.

In 1954, I took a course in systems design.  At the end of the course, the instructor made a com-

ment to the class.  He said, “Congratulations on finishing this class in systems design.  I wish you all

luck, but the trouble is that none of you are going to need it.  The good part of this class is that half of

you are going to be really successful.  The bad part is so will the other half.”

What he was trying to say is something that is with us today—that we are at the beginning of a new

frontier.  The frontier back then was computers in business, and where there was fear, uncertainty

and doubt, opportunity would be infinite.  I can’t emphasize enough how true that was in that era.  In

those days, if you could walk, talk, chew gum and speak computers, you were going to make it.  We

were at the right place at the right time.  It’s similar to where we are today.

Today success is about busi-

ness and interactivity and it’s about

a whole new consumer marketplace.

The possibilities today are far

greater in size and scope than ever

before.  None of us can possibly

comprehend what the future is go-

ing to hold.  The important message

for you is not that you are going to

be a netpreneur today, tomorrow or

even a year from now, but that you

step onto the field and get into the

game, because your time will come.

And the time in which you have this

opportunity will not pass quickly.

Opportunity alone never breeds success, but the netpreneurial zeal will.   It will increase your opportunity.

I want to go back and illustrate what I mean by “opportunity.”  As I said, back in the 1960s, I was

riding a wave in my career.  I broke into the field in 1964 at General Motors, which was considered one

of the Meccas of technology in this country.  It was an era that you can’t even imagine.  A whole new

generation of mainframes was going to dominate the computer scene for the next 20 or 30 years.  I

had an open ticket to learn.  I was there on top of that wave of opportunity, at that moment in time—

at the right place, the right time.

My first entrepreneurial venture was in 1968, in the military service.  A bunch of us, sailors by day,

had a company at night.  We tried to figure out how to manage, measure and account for timesharing

concepts.  We had no idea we were doing advanced work.  We were just doing work.

That group jokingly became known as Morino’s Marauders. It merged into a timesharing company.

In that transaction I learned how painful stock options were.  I got my first real test of equity, and it

taught me a lot—fortunately at a very low price—and it was a valuable lesson.

From 1970 to 1972 I was part of yet another company, and we were getting an edge.  We were

learning something that was way ahead of the market at that time.

In 1973 I met my partner, Bill Witzel. We did really well in 1973, but there were many folks who were

successful before us and even more who made fortunes after us.  Opportunity doesn’t just exist for a

day or a week or a month or a year – it went on for several decades!  Some say that opportunity is

Greater Washington is at a place of convergence
that is making us different because we are sitting
in the middle.  The fact is that communications
(the pipes), computing (the process) and content
(the information) are all converging, and they are
converging nowhere in the world better than in
this region.



passing us by, moving fast.  That’s not true.  We are on a wave that’s going to be 10, 15 years in

position.  And your opportunity is that you are getting in on the ground floor.

Whether you take advantage of your opportunities today, or two weeks from now, or next year may

not be relevant.  What is relevant is that you position yourself to be prepared for your opportunity

when it comes.  That is what’s relevant to your life today—to get in the game and to be prepared.

I keep looking back in my life to the amount of good fortune I had—being at the right place at the

right time.  I recall multiple points in my career until that opportunity came, when I met Bill and we

created Morino Associates.  I argue that you pick opportune times and make your own success.  This

is what is relevant.

We had enormous market op-

portunity, but in addition, you

must learn to measure and man-

age opportunities.  People were

spending a lot of money and they

were looking for answers.  We

had a solution that the market

very much needed.  The technol-

ogy came out of the late ’60s and

early ’70s and it became the in-

dustry of systems management.

Only a handful of firms were born

in the industry then, but it be-

came a multibillion dollar indus-

try with no let-up in sight.

We had an edge, and we capi-

talized on our edge.  We had

perseverance.  You laugh when you hear the stories about all the young companies today.  I remem-

ber the number of times we worked around the clock, the number of times we ate steak and eggs at

Toddle House, the number of times we did really stupid things.  That’s entrepreneurship, folks, because you

are living on the edge.  It’s that small company Jim was talking about.

You have no board room.  You meet in lobbies of hotels, maybe basements, maybe living rooms.

You have to be aggressively competitive.  We had focus.  Every time we said we were going to deliver

a product, we delivered it.  We never missed.  Most importantly, we had great people, people with

talent, people who genuinely cared.  One of our folks said we would rather have chewed off our right

arm than let the team down.  Whatever you do, that becomes your goal and role as individuals.

And now, once again, we are at the right place at the right time.

I want to give you an example of how important serendipity is.  Keep in mind that we went public in

October of 1986.  It was September of ’86 and we were figuring out our September close numbers

when suddenly the locked order for $300,000 that could never go away disappeared off the books.

We would now have a$300,000 revenue short-fall and miss our quarterly expectations—the IPO was

going south on us.

The next day, I was walking down the hallway.  One of our best and brightest salespeople was on

the phone with a client and she asked me to speak with him. The guy was talking about buying

$400,000 of software from IBM.  Well, we got really creative really fast.  We came up with a new

packaging strategy, a modified licensing agreement and we closed a $400,000 deal.  We made our

numbers and had a great customer story.

I remember the number of times we worked around
the clock, the number of times we ate steak and
eggs at Toddle House, the number of times we did
really stupid things.  That’s entrepreneurship, folks,
because you are living on the edge. . . .You have no
board room.  You meet in lobbies of hotels, maybe
basements, maybe living rooms. You have to be
aggressively competitive.



Think of how fortunate that was.  Walking down

the right hall at the right time. The right salesperson

on the phone at the right moment.  That IPO would

have gone south and we would have had a different

future.  Realize how fickle and tenuous the world is.

Being at the right place at the right time—and be-

ing prepared to act—is a very key element of success.

I’d like to leave you with some other lessons that

I believe I learned the hard way.

• Make sure you are in the game.  There is no ex-

cuse for not jumping in.  Whether you are going

to be a netpreneur today, next week or next year,

be ready when that opportunity comes.  This is

not about getting to a destination.  This is a journey.

Every step of the journey, you need to figure out

what you are learning that will make you better equipped.  Your next step may not be a netpreneur.  It

may be to a company with the right job so you can become a netpreneur the step after that.  You have

got to be on the edge.

• You must have something that makes you unique or you have no way to differentiate yourself in the marketplace.

• You must have a hunger to out-work those you can’t out-think, because there will be a lot of people

smarter than you.  You need to learn in the marketplace, not the office.  The worst systems are devel-

oped at the office.  Experiment, try things.  Be ready for the unexpected.

• Again, as Bill and Jim both said, respect the serendipitous nature of business.  Your life should be

responding, reacting, changing quickly. Surround yourself with people of ethics, opinions, talent and a

great will to succeed.  It sounds corny, but you are going to live and die by that creed.  Someone is going

to give a damn about you, and you are going to give a damn about them.

• Love what you are doing, be the best you can be and have fun doing it.

Thank you for the chance for all of us to share this.  We very much look forward to the dialogue that follows.

Now it’s my turn to introduce a legend.  Russ Ramsey is the president of Friedman, Billings, Ramsey & Co.

In the past several years, I have gained an enormous amount of respect for this company, seeing an in-

vestment banking firm come out of nowhere and take on national presence and national promise.  I think

it’s an amazing testament to the style they are engaging in and the direction that Russ is setting for them—

taking such a meaningful position in this whole new world of information technology and the Internet.

With that, I’d like to introduce Russ Ramsey.

Russ Ramsey—The Sun, The Moon and the Stars

I feel very honored to have an opportunity to speak in front of a group of aspiring entrepreneurs,

particularly entrepreneurs in the area of cyberspace, because I never really thought of myself as an

entrepreneur or as someone who would ever have an opportunity to talk about my successes.  I just

focused every day on how I could get up and make a difference and try to pay the bills.

I come at this discussion from a capital markets perspective, both worldwide and domestically—

how we find ways to capitalize and to provide the fuel for these businesses to move beyond the idea

stage, and beyond implementation.  This clearly requires having a little bit of a knowledge and an

understanding of what’s really happening in the bigger picture.

So, as I contemplated what I could share with netpreneurs who were looking to tackle cyberspace,

You must have a hunger to out-work those
you can’t out-think, because there will be
a lot of people smarter than you.  You need
to learn in the marketplace, not the office.
The worst systems are developed at the
office.  Experiment, try things.  Be ready
for the unexpected.



I thought I’d go to the only place I knew, which was maybe beyond cyberspace, and talk a little bit

about the sun, the moon and the stars, and about a kind of celestial alignment.

In life, you look at early childhood and at the formative years, and then you look at where you sit in

history, you never quite know where you sit.  In my work environment, for example, today was an-

other extraordinarily powerful day in the markets.  The Dow Jones closed for the fifth straight day at a

record high, and the index—well, you have an incredibly powerful capital market and everyone in the

business I work in is asking “When is it going to stop?”

We have had a tremendous year of unparalleled economic prosperity—an era when equities have

done well, when interest rates are low or falling—and when will it come to an end?  In my judgment,

it’s important to sit back and try to understand where we are today as it relates to both the Internet

space and particularly this region and the people in this region.  It’s important to take their talents

and to move them beyond an idea into a real capital formation and a real fungible enterprise.

I want to share with you just a little snapshot in history as I look at FBR, because we, like most of

the people who start businesses, at one point were too embarrassed to admit that nobody would

finance us.  Finally, we leveraged what little bit we had.  We hung out our shingle and we went about

trying to start a business.

This was after toiling together

for literally a decade, trying to

build a business, trying to fig-

ure out a way to exploit the capi-

tal markets and compete

against the giants in a business,

in an environment where no

matter how good we were, no

matter how smart, no matter

how hard we would work, no

matter how good our ideas,

without some macrochanges,

we probably would never have

the opportunity to be successful.

One of my partners gave a talk recently regarding this concept of the sun, the moon and the stars

coming together in a simultaneous alignment of the market.

The sun was this huge growth of institutionalization, the markets and this incredible amount of

capital flowing ever more freely to fewer and fewer hands and the ability of FBR—as a relatively

small-bit player—to reach out and grab billions, in this case trillions of dollars of investment capital.

The moon is what I would call the golden age of securitization.  It’s this vast amount of capital  being

married together with these incredibly growing enterprises and businesses that change the world.

The stars are the backdrop of this environment, in this inflationary world where you have a great

environment for the economy to grow, and you have all of this coming together.  For instance, in the

world of IPOs.  According to Standard & Poor’s, in the entire year of 1982, there were 30 IPOs that

raised $1 billion.  That mushroomed ten years later in 1992 to 400 IPOs and companies going public

in one year.  Last year, there were 730 IPOs that had new money to field this growth of $50 billion.

That, in my opinion, is where we are as it relates to this Internet space and this alignment of what I

would call the sun, the moon and the stars.

The major force is this firestorm of new technology that continues to sweep the world.  I use the

word “firestorm” to describe the rapidity of change.  A firestorm starts as a tiny spark, a fire that took

years to kindle and grow.

In the 15 or so years that I have tried to make a living in
this business, I have never seen a capital market that is
as powerful or open as it is today.  This capital market
is like a high-octane gasoline that is fueling these fires
from technological change and resulting in incredibly
swift application across the board.



Other forces are involved:  the moon—in this case, instant communication, largely fueled by the

Internet; and the stars—a wide open capital market that affects growth and the speed at which this

takes place.  Once this firestorm begins, the change of pace continues, ultimately affecting the economy

with repercussions around the world.  It’s this worldwide repercussion that I think is important for this

audience to understand.

This new technology, the computer chip and its vast amount of computing power, suddenly has

become the commodity that is most important in the world.  The most important commodities in the

world are not oil, copper or wheat.  Instead, they are the chip, they are the personal computer, they

are the vast amount of computing power and communication that works together.

I’d like to put this in perspective with what’s happening today in the world that you live in, with new

technologies changing every week, every day.  It may mean nothing to you to have prices decline by

30% a year, but if you applied these economies to a $125,000 car, it would cost $200 to build and it

would get 500 miles to the gallon.  So that’s the sun.

The moon is the explosion that is taking place in the ease of communications, in this vast amount

of information that’s available to everyone.  To you, it seems like second nature.  It’s no big deal to

you.  But you have to understand the context.  These changes are taking place at such a rapid pace

that it is changing the landscape of the entire world.

This explosion of information and access to information is putting pricing pressure across the

board—airline tickets and thousands of other services.  At our company, for example, the cost of

document retrieval used to run as high as $200,000 a year.  Today, it’s given away.

These changes are occurring across the entire planet.  Finally, though, and maybe most important, is

this alignment, this unlimited computing power, and this unlim-

ited communication.  This is the backdrop of the world that I live

in.  In the 15 or so years that I have tried to make a living in this

business, I have never seen a capital market that is as powerful

or open as it is today.  This capital market is like a high-octane

gasoline that is fueling these fires from technological change and

resulting in incredibly swift application across the board.

No longer is a discussion about how much someone’s house

has increased in value or some antique they have purchased.

Discussion revolves around mutual funds, the capital market

and technology.  This is a self-reinforcing model in which technology communication changes occur

and they yield productivity and enhance all of these various applications.

As an example, when Guttenberg invented the printing press, there would be millions of books in

circulation not 200 years later, but 20 years later.  This fuel is going to continue, in my judgment, to

feed the wind that’s at all of our backs; that will give all of  you the opportunity to capitalize your

businesses, to find capital to make the businesses grow and to allow you to implement your ideas.

One quick example of that is a press release that came out yesterday, I believe, that DoubleClick—

a fast-growing international Web marketing firm—closed on a venture capital round of $40 million.

That’s $40 million.  There was literally a feeding frenzy of some of the world’s best-known investors

looking to capitalize early-stage money in an otherwise risky venture.

Much of this excitement is created by what this company is doing with Web marketing and the Internet. $40

million exceeds by a magnitude of probably 120 what you would have seen in this environment as little as a

couple of years ago.  So it is  my opinion that we are sitting here ready—to take off on Mario’s theme—at the right

place at the right time. You all have an opportunity to implement your ideas, your concepts and your vision in an

environment where you’ll have the opportunity to make it successful.  Good luck.

These changes are taking
place at such a rapid pace
that it is changing the land-
scape of the entire world.



part 3:  THE TOWN HALL FORUM

On Education And Intellectual Capital

MR. WALKER:  I’m Bob Walker with Advanced Systems.  We have talked about the physical capital.  We have talked

about the financial capital.  But there is one area that has received increasing attention, and that’s the intellectual

capital.  It seems that we are in a position of making ourselves almost into a Silicon Valley, where we cannibalize

ourselves in that we are competing for the same intellectual resources—the individuals.

The programs we have to replenish the supply are downstream.  What are we going to do in the meantime?  How

are we going to continue this growth when the problem is not financial capital, it’s not physical capital, it is the people

necessary to provide the energy and the wherewithal to grow?

MR. KIMSEY:  Well, a lot of speculation has built up around the fact that the Washington area doesn’t have the

potential to become a Silicon Valley because it doesn’t have a Stanford, it doesn’t have the reservoir of intellectual

capital that you just referred to.

In fact, C++ programmers are like basketball stars, to the extent that in our region, they get bid for, like free

agents.  I think a number of things have to happen, and I think they are beginning to happen.

The educational institutions in this area are aware that they have a spigot that’s akin to producing the kind of

folks that are needed to continue to fuel the phenomenon that’s occurred.  I think corporate participation with the

universities is going to be necessary. This is a long process.

There hasn’t been a huge migration of companies out of this area to the West Coast.  There have been one or

two, but I think the last one that did it finally went under.  I think sooner or later, they will come.  I think that there is

a huge corporate responsibility to understand that we need to help ourselves fuel the intellectual growth in this

region, and, therefore, we have to take a greater participation in the educational institutions and have a much more

intense dialogue with the people that run these institutions—encourage a greater collaborative effort among those

institutions, even though they are in different geographical jurisdictions.

Trying to get educational institutions to work together is a bit like herding cats.  I mean, they are not prone to do

that.  But it’s a challenge that we face. And I think one that we can meet.  It just takes focus and we now recognize the

problem, and I think people are starting to focus on it.  They are going to start to devote resources to it. Once you do

that, you’ll end up solvent.

MR. MELTON:  If we look at what we are doing now as a knowledge manufacturer, a knowledge business—it doesn’t

make any difference which business you are in, you are in the knowledge business—the primary cost of goods, the

primary input that goes into that manufacturing process is mind stuff, trained mind stuff, mind stuff in the form of

bachelor’s degrees, master’s degrees, and Ph.D. degrees.  If we look at it as a banker might look at it and say what’s

your input, what does it cost today to produce a Ph.D.?  Pick a number.  $2 million?  Whatever the number is, it’s a

fairly large number.

If you are looking at efficiencies through the system, you have to look at how we are  going to produce that same

level of knowledge dramatically cheaper.  If we produce it dramatically cheaper, then more of us, more of our popu-

lation can have access to it, and the total efficiency of the system improves.

Whatever the cost of creating that Ph.D. here today in Washington, DC, I’ll guarantee you the cost of creating

that same Ph.D. in Bombay or Hong Kong or anywhere around the world is one-tenth of what it costs us.

Let me remind you what happens with the Internet.  The Internet evaporates geography. That entrepreneur, that

engineer, that Ph.D. sitting in Bangalore or sitting in Shanghai can compete with a student that comes out of George

Mason University, George Washington University, or any university in this area.  We need to learn how to educate

faster, better, deeper, wider, cheaper, without compromising quality, but improving it.

I know some folks in the audience are working on some of the new initiatives in educational systems.  Brian

Jones is here in the audience and I know some of the others of you are making strong efforts.  I would say if there is

one challenge facing this region, it is the total transformation of our educational systems.



A Magnet For Talent

MR. STAPLETON-GRAY: Ross Stapleton-Gray, I came to Washington in 1983 originally and in ’88 went to work for the

Federal Government at the CIA.  I came out of the hinterlands in Michigan.

I think part of the answer is immigration.  People have to think about Washington as a place they come to be-

cause this is the Netplex.  And if you are down on the farm wherever—it might be Bangor, Maine or Bangalore—you

want to come to Washington because of what it is.  I don’t know that people are saying that Washington is the vibrant

hub of the information age.  But they used to say Washington, that’s where the CIA lives and I want to go work for them.

I would like to see us make this area the same sort of Mecca for high-tech jobs.  Physical proximity is one thing.

Often Berkeley people say this,  “I need to sit down with people and have coffee with them and get their ideas and

work with human bandwidths.”  There is something to be said for proximity, even as we erase the physical geography.

MR. MORINO:  I agree wholeheartedly.  What we are finding in our work is that there are people here who are very

much into this whole change, and they range from people in business, people at Georgetown, people in Maryland.

Very advanced work going on in this region.

I think it’s one of the best-kept secrets in the world now.  When people realize what’s happening here, there will

be a greater influx.  People are moving here.  The Washington Post article that Esther mentioned makes the point

that people want to be here now.  I want to be in this region because this is where the action is.  Not a lot of people

understand that yet.  That’s part of our challenge, collectively.  That’s why we are here tonight.   Something brought

you here, right? We have interest.  We have to broaden that base, and you are the ones that can help because

success generates other success and other interest.

On Electronic Transactions

MR. BATTAGLIA:  My name is Dave Battaglia and I’m with KPMG Peat Marwick.  Internet-based transactions are still a

relatively small part of the economy.  I was wondering what you have been experiencing in the magnitude of Internet-

based transactions and how quickly you think consumer acceptance will come from Internet-based transactions.

MR. MELTON:  Well, obviously, as Mario says, we are at the very early days.  We are at the dawn of a new age, and

all geometric curves, as they sweep upwards and to the right, have to start someplace and start very small.  But

keep in mind that AOL today represents half of the people that are online and on the Internet in the United States.

That’s a big number.

I can assure you, and Steve Case or Jim Kimsey can correct me, two or three years ago, AOL was not making any

money from selling goods or transactions on the Internet.  This year they are making a lot of money from that.

CyberCash didn’t exist two years ago.  Today we are handling over 10,000 transactions a day, and in the trans-

action business, 10,000 transactions is nothing.  But they all start here and the ramp of the curve is like other

transaction businesses I have seen. They start doubling at 50% per quarter and you put those compounding rates

on them and you get to be a serious business in not too many years.

MR. KIMSEY:  Bill’s exactly right.  Our strategy at AOL, and Steve is out there, has been implemented very well.  You

get a big footprint. Once you introduce the transactions, they will start up that curve, as Bill has indicated.   It’s

becoming a very significant part of our revenue stream.  It will continue with Bill and other folks’ help as they build

better and better tools to make it secure.  It will become an increasingly larger part of our revenue stream.

Business, Schools and the Net

MS. BRACEY:  My name is Bonnie Bracey. I got a pretty good education from 36 CEOs on the National Information

Infrastructure Advisory Council (NIIAC).  Business and education don’t even know how to talk to each other.  Gary

Beach of ComputerWorld issued an invitation to  CEOs to take a day, and look at their schools like they look at their

businesses. What is the infrastructure?  Is it going to work?  How do we marry schools and businesses in such a way

that each benefits the other?



MR. KIMSEY:  This was a significant topic of discussion at America Online’s last board meeting.  It has been our

intent for a long time to marry the interests of the Internet and education, particularly AOL’s interest in education.

It’s a daunting proposition, because of the way the education institutions are organized.  It’s less easy than we

had originally thought.  But the unanimous consent of the board was that we were going to redouble our efforts,

devote more marketing.  There will come a time—we have reached critical mass in terms of subscribers and con-

sumer interest in the Internet.

We think that there is a national marriage of education and this technology.  We think AOL’s perfectly positioned

to help teachers communicate with their students and communicate with parents.  There is a whole raft of tools  that

will make the education process richer, fuller.  We mean to figure that out, and we hope to engage the educational

community in helping us figure that out.

But there are not three people to whom you can go.  Educational organizations are spread throughout the

country that have well-publicized views and differences and political issues, and trying to cut through all that—

because, after all, we do have an obligation to our stockholders to find the right formula to marry those two commu-

nities together—is a challenge we are going to take on and hopefully sell.

MR. MORINO:  Bonnie and I go back on this subject.  I think what Jim is saying is instrumental.  Let me tell you our

experience. Go back to the ’60s and ’70s.  Corporate America threw computers at themselves and watched them-

selves waste money.  It wasn’t until the late ’80s that you started to see major questioning about where the value was.

I will say something that will tick a lot of you off:  The worst thing we can do is to simply stick wires and comput-

ers in the schools.  We are going to wire a lot of schools and everybody is going to laugh because there will be wires

hanging from the ceiling and not being used.  I can take you to schools in the city where that’s the exact phenom-

enon.  People are laughing.  No one is taking time to teach the teachers, to affect the culture.

The teachers’ schedules do not afford them the time to learn.  There is no extra time for what needs to be done—

at least not easily. Teachers in certain counties are given a total of three to four hours of technology training—it’s

simply inadequate.  Just like in the corporate world, decades back, we face a cultural transition that is far larger and

more important than simply installing the technology.

We work with an inner-city group in New Haven, CT, called Leadership, Education and Athletics in Partnership

(LEAP)—it’s one of the best programs in the country. When we first got involved three years ago, I said we wanted to

talk to them about e-mail.  Henry Fernandez who runs LEAP said, “Are you crazy, you want me to learn e-mail?  I’m

trying to teach kids to read, keep them out of jail and you want me to play with e-mail?”  A year later, Henry was on

a panel with Reed Hundt, Chairman of the Federal Communications Commission, to discuss the importance of

telecommuncations reform and access for people in low-income neighborhoods in front of 2,000 people.

Today, LEAP goes into schools working to understand if the culture of the school can even assimilate technology.

Then they begin to work with the teachers before anything is even put into place.  Gradually the technology is

brought in.  Now you have a receptive audience. You work at this as a holistic problem including the principal,

teachers, administration, students and parents.  Many in business understand that the challenge is the system and

process, not the technology.  We need these people of the business world to help the schools with this kind of

cultural assimilation and not be so anxious to force technology down their throats.

The Mom and Pop Shop

MS. SHORE:  My name is KC Shore with NetLimo.  The mom-and-pop shops have been the backbone of our American

business culture and our growth.  How do you see the future for the mom-and-pop ISPs and web designers in view of

AOL and DoubleClick and giants like that?

MR. MELTON:  I’ll take a go at it. There is that old New Yorker cartoon with two dogs sitting in front of CRTs typing

away madly.  The one dog says to the other one through his e-mail “The thing I really like about the Internet is that

nobody knows you’re a dog.”

On the Internet, you can be Citicorp or you can be a little bank that has one server, and really, nobody knows the

difference.  In many ways, the Internet levels the playing field.  It does give the opportunity to a ma-and-pa shop with

a bright idea and really delivers service to gain scale.



Obviously, it’s not that easy all the time.  Microsoft, by just being Microsoft, has a huge advantage, no question.

But the Internet does create opportunities.  Nobody ever promised anybody a free lunch, but the Internet does

provide more of a level playing field than most of the traditional, physical-based systems.

MR. KIMSEY:  A part of AOL’s strategy is to embrace many of these businesses, these mom-and-pop shops, and give

them some platform to work from.  And an audience to reach.

MR. MORINO:  Two specifics on the ISP side.  There is no doubt you will see national competition and consolidation.

It doesn’t mean the elimination of small ISPs, but it will change demographics, as we know them today, dramatically.

That’s one challenge.  A lot of people in Web site design today are going to be in trouble.  What they know is the Web.

The trouble is, that’s not the product.  In the business world, the customer wants the solution, not a Web site.  Please

understand: successful Web companies that are really making money and connecting with businesses understand

the culture of the Web, but more importantly, they understand business and how the new technology can change the

business process.  They have the affinity to understand.  Knowing Web design itself is simply not enough.  It may give

you a good job, but it’s not going to be the basis of a long-term sustaining business.  You have to apply that knowledge

to understand and provide the solution.  It took the information technology industry a long time to learn that.

What’s the Capital of Capital?

MR. GROSS:  My name is David Gross.  I want to commend FBR for creating a no-monkey-suits policy.  My question is,

well, more of a scenario.  If you want to be an entrepreneur, you have to be at the right place at the right time.  Say I

have developed some ideas and worked with some partners and I’m ready to go out and get some early-stage capital.

Given that the supply of capital may not be as great as it is in some areas we talked about, particularly Silicon Valley,

is there a risk that I may not get the valuation or the amount of capital here in the DC area because we don’t have the

supply of capital that Silicon Valley does?

MR. RAMSEY:  You know, that is a perception that I think will take time to change, but I think all you have to do is

look at the tremendous amount of activity that’s being generated across the board in bringing entrepreneurs from

just a notepad with a few good ideas to an actual early-stage product, or a software program in beta test.

All you have to do is go to the Netpreneur Exchange site [http://netpreneur.org] to source all of these different

providers of capital.  They don’t all have checks that they can write that will get you going with one person, but it’s collaboration,

just like we see in this room tonight.  Breakfast clubs, luncheons, across the board for early-stage seed capital.

Groups are popping up that are willing to back, both as angels and as groups, business ideas across the board.

It’s like anything in life.  The perception takes time to change, but I think the reality and the underpinning is that you

have more sources now than this region has ever had, and I think it’s going to explode in terms of size and scope.

MR. MORINO:  Valuation is not geographic.  I have no doubt about that.  Let me tell you, for an international invest-

ment, it doesn’t matter where that company is.   The valuation is going to be calculated to the value of that firm,

regardless of where they sit.

Expanding the Internet Market

MR. LaFEVER:  My name is Gary LaFever. I’m with Women’s Connection Online.  I would like to thank the Netpreneur

Program for all that they have done, because they have done a great job in creating the kind of environment we are

looking for.  I’m curious to hear a response from the panelists on the likelihood of success in the smaller companies.

It’s where the public is going to be.  AOL has approximately 50 percent of the people who are online.  It seems like

a lot of business models—whether content-driven, product-driven, whatever—are geared around chasing the same

people that are online today. Obviously the real opportunity is people who are not online today, and there is a

reason for that.  Either there is not compelling content, or the technology is not easy enough to use, or the costs are

too high or their needs are not being served.



Perhaps it will be the smaller entrepreneurs that are thinking a little ahead of the curve, thinking about the

needs of the general populace, and who aren’t developing products in the office but rather living in the real world.

The ones who come up with applications or products that solve real world needs.  I would be curious, considering

the firepower we have in front of the room, to get your observations.

MR. KIMSEY:  Well, as I mentioned earlier, one of the big challenges for AOL is to maintain that entrepreneurial zeal,

embrace new ideas and keep that same drive.

One of the policies of AOL is to go after and help all of those people who are not yet online to understand the

wisdom of why they should be, and, hopefully, to sign up with us.  That’s our goal.  That has been our goal from day one.

We want to be the Net for everyone.  We want to bring the technology, make it affordable and make it easy for

everyone to use.  In doing that, lots of folks are going to have great ideas.  We hope to build a fire and entice all of

these folks, like little woodland creatures, out of the woods.  Draw them to us and hopefully make their lives better

by helping them become part of our community.

I think, as all of the members of this panel have pointed out, this is a brave new world.  There’s lots of room for

everyone.  Even though we are the biggest brand name in cyberspace, we recognize that we don’t have a corner on

technology or new ideas or any of that.  And, hopefully, we can help all those who do have good ideas establish their

mark in this world.

MR. RAMSEY:  Let me try and take a very interesting angle on that.  I think what’s maybe more interesting that you

probably can’t track is how many people have been online and probably will never come back, based on their

experience.  I think it’s important to understand that.  From my point of view, if I thought the Internet was going to

stay like it is today, I would have no interest.  People said the same thing about the first Apple PC that you tried to

screw around with.  You have to think of the Internet as fast, ubiquitous and a dialtone. You don’t pick up the phone

to hook up to another analog device.  It’s a dialtone.  Browsers are going to be built into everything.  I don’t hear a

lot of this talk, about how many people want to boot up Windows 95, try it again, dial in, busy, dial in, busy, just to

pay a couple of bills.

MR. KIMSEY:  Give us a break here, Russ.  We are over that problem.

MR. RAMSEY:  You have to understand how fast that is changing.  A billion dollars used to be a lot of money, but

today it’s just a dinner conversation with Bill Gates.  Think about what the world is going to be like when you

actually don’t even think of whether I’m on the Internet or not, I’m just communicating.  And that’s when AOL will

have a $100 billion market cap.

MS. SMITH:  Mr. Kimsey, do you want to respond?

MR. KIMSEY:  I highly endorse Russ’ prediction.

MR. MELTON:  Whether it’s on the Internet or in the physical world, studies show that primary innovation comes

from small companies, non-mainstream companies, the new companies.  We know that.  You have to counterbal-

ance that with the fact that in the physical world we have the statement that the real estate people have taught us:

location, location, location is everything.  I would suggest that in the Internet, we have a problem, or an issue, or a

statement, that distribution, distribution, distribution is everything.

That is a counterbalance to the other fact.  But the point is that if you really have good ideas, good creativity,

and you can find some sort of a niche market to hone it, to develop it, then you are going to have all kinds of people

who will be more than glad to help you.

You have people who will capitalize it.  There is an avenue.  There is a rising tide, and a rising tide will lift large

boats as well as small boats.

MR. MORINO:  We often talk about an Internet issue, and we don’t make a distinction between the consumer and

business marketplaces—they are materially different.  Today, it’s going to be much more difficult to get consumers



online who aren’t online, than to provide solutions that will penetrate the business markets.  If you have a solution

for the business world, they will buy it.  The checks are there—it’s a value versus cost issue.

The other thing to realize is how fast the availability of high bandwidth is changing things.  I was on a radio

interview last night where the host and I discussed our Net access.  I have an ISDN line to my home, and he uses a

cable modem that runs about  ten times faster than what I’m seeing with ISDN.  As we increase the bandwidth, we

will experience one of the time-proven rules on online systems—as response time goes down, demand will increase.

What you will find is an absolutely insatiable demand to do more for a long time to come.  The faster response time

not only serves the demand better, it actually creates additional demand as we learn to do different things with the

information that we can now receive faster.  And, our bandwidth will continue to improve dramatically because the

demand is there and the technology is coming fast—wireless delivery, cable modems, better compression over cop-

per.  We will witness growth along the geometric curve that Bill mentioned.  We’re at the bottom of that curve and,

when it pops, it will go straight up.

Helping the District

MS. CONNELLY:  My name is Sherrie Connelly of The Strategy Foundation.  The reasonable success of the high-tech

Netplex depends on the District of Columbia.  A large financial institution recently announced a $4 million gift to the

District.  What can high technology business in and around DC do for DC regarding partnerships, funding, perhaps

MacArthur Fellowship kinds of things, entrepreneurial incubators, expanded science and technology news service, or

other ideas that you have had, and what about the role of Congress and politics in carrying this forward?

MR. MORINO:  Let me start with the beginning of your question.  I think a lot can be done without trying to delve into

the politics you are talking about.  First of all, let me mention the effort around Potomac KnowledgeWay that April

Young is leading.  For example, a number of firms are coming in from the suburbs to work at Ballou High School to

teach kids to become engineers.  You are seeing the beginning of the types of solutions that make sense.  From my

perspective, right or wrong, I have seen a very different attitude from executives of the high technology firms in the

suburban areas of the region.  I have had the pleasure of being around these firms and leaders that are beginning to

see how they can effect change in neighborhoods throughout the region.  There is a change in the consciousness.

That may be the most significant thing that’s happening.  We shouldn’t delude ourselves to say we are going to

create jobs for everyone through the Net and interactive media.  The workforce issue can be approached by at least

several paths.  There are, in fact, very creative ways that we can work within city areas and rural areas to create new

opportunities for work for individuals; we can find people and youth with the talent and, yes, they can become

“knowledge workers” in the truest sense of the word.  We can help a lot of folks find work in areas servicing the

knowledge worker industries from laying cable to doing computer maintenance, and we can find ways to better

match supply and demand for service and labor to job opportunities.  I think you are seeing steps being taken by a

number of proactive groups.  On Congress, I’ll defer.

MR. KIMSEY:  I would second that. I’m involved in every charter school project in the District except one.  And I was

born and raised in this area, and I’m very upset about what’s happened to it.  So I’ve become much more motivated

and inspired to do something about it.  I’m not alone.  As Mario said— once you get enough people with enough

resources whose consciousness is raised on this issue, we could talk about it for hours, how it came to be and what

ought to be done about it.  But once you get a lot of folks with resources focused on it, there will be a solution.  It

might take some time, but there will be a solution.

Connection and Participation

AUDIENCE MEMBER:  I came this evening because I was intrigued by what a netpreneur was, as I was surfing the Net.

There was an earlier question about intellectual capital.  I’d like to see how we can take this discussion format, and

actually make it into a participatory group.  We have 750 people here who seem to be very fervent and motivated.

We do this at work.  We do it even if people didn’t ask us to.  So the question then is how do we create businesses or foster

businesses by actually having all of these people work together more than just making it a question-answer session?



At the end of the night, I will have met a few people and listened to a few ideas, but that doesn’t really help me.

What really helps me is if I actually participated in an activity.  If we can come up with some real work that each one of

us can take or foster, and then create businesses or spawn many new ideas out of it—this is what I throw out to you guys.

MR. MORINO:  I’ll take it gladly.  I’d like to debate your first point.  I think you’ll find a number of people here that are

interested in simply making connections and introductions with others in the region—from funders to other netpre-

neurs.  One has to  realize how disconnected the region has been in this regard.  We can already point to a  number

of people, some here tonight, that have made connections, including netpreneurs with venture capital people.  That

is a function of this kind of meeting and a much needed ingredient for the netpreneur community and this region’s success.

Additionally, I think it’s important for this to be done in many venues—through discussion rooms, Web forums,

email.  All of that is being started at the Netpreneur Exchange [http://netpreneur.org] and we’d love to have your

participation.  In terms of physical projects, I couldn’t agree more.  We are working with a very prestigious organiza-

tion to develop a product education series to help netpreneurs go from product conception to marketability.

There are also advisory and mentor programs we can connect you with, like the Dingman Center at the Univer-

sity of Maryland, Georgetown University, George Mason University and others in the region.  They need and want

partnerships with people like you.  At the Netpreneur Program we want to be the glue to help get you together.  I ask

that you raise specific opportunities to us so we can help your efforts.

AUDIENCE MEMBER:  I’ll do that.

The Software Sector

MR. MANDEL:  I have both a comment and a question.  My name is Tom Mandel.  We create models, metaphors and

software to live in focused communities online. I just want to say I really appreciated the last comment and what Bonnie

said about the importance of education. One way or another, entrepreneurship has to be about changing the world.

My question is—I moved here about five years ago from northern California, and so I have had a chance to see this

incredible flowering that’s happening here.  It’s really just extraordinary what’s happened in the last few years.  Still,

my question is, is there enough support for new models and ideas for software?

One of the places that I think we could do a better job in this region is being more receptive to innovative ideas

and models in the area of software.  I’m wondering if anybody has any ideas.  That seems to be a Silicon Valley

specialty.  I’d like to see more of that here, partly because I’m in the business, of course.

MR. MORINO:  I could not agree more.  My roots are software.  We have a lot of software people who work in applica-

tions development and in service capacities, yet that is a different set of skills than those of a product software devel-

oper.  There is a major difference between the two and we need to take steps to help develop the number and quality of

product software developers in the region.  For many years, we had few product people, but that is changing for the positive.

There needs to be a better awareness and cultivation of product mentality. I think you are beginning to see the seed of that.

We were at a meeting called Mindshare, a program of the Northern Virginia Technology Council (NVTC).  There

were 30 firms in the room, all of which are money-making companies.  I was very surprised how advanced this was,

honestly.  If you were to get all the software firms together 15 years ago, in the Tysons Corner area, my old firm would

have been there and, along with a few others, we would have filled the six stools in the north corner of Clyde’s bar.

That’s why I was so amazed to see 30 of them in one room together.

Recently, several folks have come to us to help start a Software Forum where software developers can come

together and get better engaged.  This would be an important step.

I have been impressed with the region’s tremendous competencies in communications, in systems integration,

and in content and information product creation—all of which are probably superior to that of the Valley.  In soft-

ware, however, there still is a big difference.  It’s an area where we need growth and development.  Fortunately, it’s

happening.  We are beginning to grow our own.  If you look at a firm like SpaceWorks or PLS, they have software

people and as they expand they may take in folks with software backgrounds that are in service or application fields.

Over time, these folks gain pure product software development skills—and the critical mass starts to develop.  We

will see a spawning of more and more talent in the software industry.



MR. MANDEL:  I’d like to see at least some more focus in the venture community in this area—an awareness, a

reaching out, and looking for new models and so forth.  Thanks.

Breaking Down Barriers

MR. POWELL:  My name is Tom Powell. I’m with TPG, Inc.  I live just outside the Beltway in Orlando, Florida.

You can’t get there by Metro, I know that.  I appreciate the comments that you have made, the very positive

ideas that you expressed.  I wanted to ask you a rather open-ended question.  What do you see as the

barriers to the expansion of electronic commerce?  Stated another way, if you were not one of the Barons,

but you were starting up your company, what would concern you most—perhaps the regulatory environ-

ment or something else that was going to impede your business?  What would wake you up at night and

say, I’ve got to knock that barrier down before I can really move ahead with this idea and increase in the

area of electronic commerce?

MR. MELTON:  I think there are probably only two things that I would be concerned about.  One is content, and any

small company can be part of the solution. Unless there is really interesting stuff to go look at, to go consume, to go

read, to go buy, who wants to do it?  It’s just the very problem of shopping on the Internet today.  There have been

multiple articles written on what a painful experience that is, and how in many cases, there is not much to buy.

That’s obviously changing and will continue to change rapidly.  Content—rich, deep, wide, broad content—that has

to happen.  That is happening, and you will be part of the solution.

The other thing is what Mario is talking about, and that’s bandwidth.  We are all trained to receive and look at

those 30 screens per second on our TV, and when you get the one screen per 15 minutes on your 1200-baud mo-

dems, that’s not very pleasurable.  Obviously, that’s an infrastructure issue that is being solved, and certainly within

a matter of three to six years, I think it will be totally solved, but it is certainly a barrier.

Where Do You Get Your Information?

MR. FUNGE:  Hi, I’m John Funge from Clara Vista Corporation.  One of the real challenges I find in being a netpre-

neur is that you really need to stay on top.  Knowledge is your edge.  It’s where your ideas come from.  It’s how you

know how to change your business.  The market is so dynamic, the half-life of these ideas is very fast.  I was

wondering if each of the panel members could tell me his two favorite sources for information relative to his re-

spective business and what amount of that comes from online sources as opposed to conventional sources?

MR. KIMSEY:  Two favorite sources?  I think we have assembled a group of folks at AOL whose job it is to do that.

Obviously staying online is all part of that.  It’s a daunting prospect, and there is a proliferation of things going on in

far-flung corners of the world.  And to understand what every garage as far away as Bangalore, India, has got inside

it is a increasingly complex and difficult problem.  It’s kaleidoscopic—it’s different every time you look at it.  Obvi-

ously, you rely on the infrastructure we created at AOL. One of Steve Case’s primary functions is to make sure that he

has the resources to stay ahead of all of that.

Obviously, we have tried to build tools to do that, because you don’t want to be sort of fat, dumb, and happy

and think you have it all, because the world is becoming exponentially more dynamic than it already is.  It’s an

increasing challenge.  You can’t say these are my two favorite ways, because those two ways may not cover it.  You

have to be looking for all the information from as wide a range of sources as you can possibly get.

MR. MELTON:  Very simple.  Just give up sleep.  More seriously, the online source is probably one of my major

sources of information, and there are tremendous feeds of information all the way from filters and news services

and certainly one, the Washington Post, which I read online more often than I read the physical.  The Wall Street

Journal I read online primarily.  Perhaps on the weekends I read the physical.

The other is that nonstop e-mail.  I probably get 100 or more e-mails a day and that’s coming from all corners,

people saying: Did you see this? Did you see this?  But in addition to that, whether it’s a virtual community or a

physical community, you have got to get out there and be in it.  It’s not just in this area.  You have to be out in this



community. You have to be in the West Coast community.  You have to be in the European community.  You have to

be in the Far East community.  All of these places, things are popping all the time.   It’s face-to-face time physically

and face-to-face time on the Net.

MR. MORINO:  I couldn’t agree with Bill more.  It’s an old culture brought forward on the Net.  I always learn from

people.  In my other life in the software industry, I probably had 20 to 50 people that I could call for  given subjects.

That was it.  What I found on the Net is that it’s so fast and different, that you can’t get to the end source of expertise

so easily.  Instead you need contacts that can direct you to who is most current.  What I end up with is a list of folks—

routers—people who know the space and know who is doing what in it.  That, in turn, allows me to reach folks that

are directly engaged in my area of interest.

If I’m interested in search technology today, I don’t necessarily know the person who is doing the Harvest

Project in Colorado, for example, but I know somebody who can tell me what’s going on across the board in search

technology.  Then I can pick the five to ten people to reach out to and ask for help.  I pop e-mails out to these folks

when I have a question, and I am ready to help in return when they ask something of me.

Additionally,  we also enjoy a direct feed from the investment community, which also becomes a very powerful

source of intelligence as to what is going on.

MR. RAMSEY:  Well, in my world in the financial markets, which obviously live on moment by moment and particu-

larly between 9:30 and 4:00, every 1/16th, every 1/8th is driven by knowledge. Knowledge is power.  I have lived in

a world where there was always a desire to get an edge, and the evolution has been remarkable.

Just a few years ago, there were actually services that went by names like First Call.  People felt they could get

an edge based on being the first call.

Well, information has changed all of that.  The two traditional sources always were the Wall Street Journal and

the New York Times. That was the daily fix that you had for recapping the previous day’s financial markets and

getting prepared for the today.  Online has changed all of that.  Today it’s a constant flow of e-mails.

That points out an interesting contrast.  Warren Buffett, one of the world’s greatest investors, has written about

what he calls “franchise” companies.  Franchise companies are ones that have such compelling economic charac-

teristics—market share, enduring nature of the product, barriers to entry, pricing power,etc.—that even if he had a

billion dollars to start a competitor (this was written a while ago) he would not do so because of the power of the

franchise.  Buffet’s perfect example of the franchise company was Dow Jones.  Today, Dow Jones is precisely the kind

company that is under huge pressure and has seen the value of its franchise erode tremendously because of this

new communication medium.

Online Financing

MR. PALMER:  I’m Mike Palmer from Altimedia, Inc.  The panel has told us how much the Internet is changing our

lives and I don’t think anyone would disagree with that.  One of the biggest ways that the changes are taking

place is through disintermediation.  It is the realignment of the producer-consumer relationship, for example,

through online brokerage.  I would like to direct a question to the panel.  Perhaps Russ can kick it off. Tell us what

you think will be the impact of the new SEC filing and other regulations that allow individual corporations to do

self-sale and self-offerings on the Internet of their capital instruments.

MR. RAMSEY:  Well, this will sound incredibly self-serving because I’m an intermediary and underwriter.  In the

world of finance and actual taking and writing checks for enterprises, I think that, while there will be great strides

made in increasing the efficiency of information, videoconferencing over the Net, etc., I still think it’s a phenomenon

that requires not just initial funding, but all of the follow-through, information, creating liquidity, securities and

trading that needs a real physical presence.  Any lawyers here could cite you chapter and verse about the scams and

the fraud that have already proliferated over the Web, and unfortunately, I think there will probably be a lot of

people who will lose money in those vehicles.  I think there’s a long way to go.



Comments

AUDIENCE MEMBER:  I really just have two comments, one on education.  As president of my company, I have taken

in interns from the various colleges in the area, and those students have gone back with their knowledge and told

their friends.  I really think maybe that’s the way that we can get the colleges and students  studying communications

that we need to help us out for free with their knowledge,  and they also help us learn.  My other comment is that I,

too, would like to see the venture capital people turn their heads toward the software people, those that are trying to

put an idea together.  Thank you.

Virtual and Real Estate

AUDIENCE MEMBER:  I’m in the commercial real estate business.  I’m with Madison Capital. I’m here because I’m

excited about what you are doing.  My question is this.  How do the four of you panelists see changes in the use of

space in office buildings, industrial buildings and retail facilities over the next ten years?

MR. KIMSEY:  Well, I will say that we have enticed the founder of MTV to come be an integral part of our company,

and his prior job before doing that was running Century 21.  Bob Pittman, I think, pioneered some marriage of the

Internet with the real estate business.  To the extent that people working at home create a different dynamic in

terms of office space and building leasing and so forth, I think it will certainly have an impact.

I’m not sure we know exactly what that impact will be, to the extent that you can say there is a proliferation of

appetite certainly in the Washington area, certainly in Tysons, for office space.  How much that’s impeded by the

drag on those people who work out of their homes, I’m not sure.  But I know that office space has skyrocketed in

terms of price and vacancies.  I think there is always going to be an appetite for office space.  I think with so many

people working at home, maybe it won’t be as much as it used to be.  Maybe they won’t need as much office space,

but I think there will be a marriage of the real estate business and the Net technologies.  And there already has been.

MR. MORINO:  There will be an impact on real estate, but it may come in ways far different than we might be

assuming.  I do not believe that offices will be eliminated.  Changed, no doubt, but eliminated, no.  One place we

may look to as a precursor is the more modular building that typifies the technology firms in Silicon Valley.  You see

buildings in a more modular, flexible structure there. The need for flexibility in moving people becomes paramount

in our industries, because the people change so fast, hence the ability to reconfigure, to do hoteling, to do teleporting

will all play a role.  Even with many more folks working out of their homes, they will still have to come together from

time-to-time.  The nature of each business will dictate that frequency and, therefore, their real estate needs.

Services on a Shoestring

MR. McCOMB:  My name is Jeff McComb.  I have a small start-up company called Ideal Destinations.  This is my first

elbow-rubbing session with this many people in this industry. I’m extremely excited about it, but I think demographi-

cally I fit into one of those categories that’s been discussed before, and I think that an awful lot of us in this room

probably do.  What I mean by that is we have what I call the techies, the marketers, and the business people.

I’m a marketer.  I have marketing ideas.  That’s my field.  But I have very little expertise in the other two areas.  I

have scratched around and clawed and hunted under rocks for all the help I could find to try to get my ideas into

software and online.  What I’m getting at has been touched on before—about an organized effort to start up the

small entrepreneurs who have an idea and want to develop it to get the kind of help on a shoestring that they really

need.  That is the problem—the shoestring.  I guess, just as far as the real practical nuts and bolts, for instance, is it

possible that the Netpreneur Program could foster a network of people in general expertise areas?  For instance, the

small software developer, database developer, the accounting student at the University of Maryland getting his Doc-

torate who can run your books for you.  That kind of expertise on a shoestring.  I wonder if that’s in the plan.

MR. MORINO:  Yes, to a degree.  There are already services here doing some of that.  The Dingman Center for

Entrepreneurship at the University of Maryland, groups at George Mason University and others in the region offer



such services.  I wouldn’t say that such places are abundant, but there are 10 or 15 places in the region that you

could be pointed to.  There is a bigger issue in terms of connecting people who need different skill sets and we hope

to help in some of this.  We have already been doing some of that brokering.  At least we can make introductions, if

not, even cultivate relationships to a degree.

There are also different ways to address this need.  One firm, with a product for corporations to better manage

their travel process and costs, was put together by six people who today are all partners in the firm.  Each brought

a different skill to the table from finance, to marketing, to technology.  All six are still working their jobs with other

firms as they get their new business launched.  They each took a part of the action.  They now have a new company

and they each own a part of it.  They found another way to get the help and resources they needed.

The Need for Balance

AUDIENCE MEMBER:  We have heard a lot of reasons and characteristics that are needed to be successful as entre-

preneurs.  I notice in this pamphlet about the Barons, you each have three children.  I wonder if that’s an important

ingredient as well.  Given all the demands of being an entrepreneur, what are the challenges in other aspects of one’s life?

Is it incompatible to be an entrepreneur and have other facets of life and a family?  I’d like to have all four of you answer

that question.  There are other things that make life go around.

MR. KIMSEY:  When you are lying on your death bed, you are not going to think about the company you built and

how much money you made.  All you are going to think about is your relationships.  If you don’t have a good relation-

ship with your kids and friends, then your life will have been a failure, period.  So yes, you have to have all of that.

You can be driven, but if you don’t have those other things in your life that make it all worthwhile, sooner or

later you are going to be sorry.  So yes, I think you have to keep a balance.  You have to understand that even though

you have the drive, the zeal, the superhuman hours—the additional challenge is to keep it balanced and realize that

you are going to have people in your life, or you could die a lonely old person who built a company.  If you under-

stand that starting out, I think you will lead your life somewhat differently to the extent that you interrelate your life.

In addition to all the people around you, once you start to have any degree of success, as has been pointed out

in this room today, understanding the environment and the community work, the absolute obligation is to give back

to that community.  And I think that private industry is in good shape resource-wise and skill-set-wise, to under-

stand the needs of the community and deal with them better than, say, the government is.  Private industry ought to

take that initiative, raise its hand, and make that effort.  I think to the extent that any of the people in this room start

to become successful, they should understand that.

MR. MORINO:  I’d like to add to that point.  First, I absolutely agree with what Jim presented and the importance of

making these value decisions for your own life.  Jim talked about those long hours—and don’t kid yourselves, they

are just that.  It takes a pretty unique individual, in all honesty, to manage it.  You’re making a life choice when

starting your own business.  That’s literally what you are doing.  You are making a life choice.  It will mean sacrifice

to a certain degree for you and your family.

You have to decide: do you want to create a mom-and-pop firm (that’s level one); do you want a quality-of-life

business that will give you a good revenue stream and some net worth (that’s level two); or do you want to go all the

way, to the “show” (that’s level three)?  The latter means one thing.  Get ready to stay in the kitchen a long time, and

it will be hot, difficult and, at times,  ruthless for that’s the nature of the beast.  No one will cut you any slack. No one

will give a damn because you have three kids and a spouse at home.  You have a choice to make and you have to find

a way to balance that for you and your family.

Defense Perimeters

MR. WONG:  My name is Lucas Wong.  I’m a netpreneur and I have come up with a great idea.  I have gone to seek

funding.  The people I go to to seek funding say it’s a great idea, it’s worth a lot of money, but the second you come out

to market, somebody will steal the idea.  They say, you have no way to protect it.  I say, I’m sort of stuck with a dilemma.

How important is it to create something that’s proprietary and do a patent and all nine yards to protect the idea



and the concept, and then go to market and have somebody like Microsoft, with that huge amount of resources,

come in and just steamroll you over regardless how much time and effort you put in to protect it?  I’m not quite sure

how to deal with the financial person to say, hey, I don’t know what to tell you.

MR. MELTON:  When I started VeriFone in 1981, the three big companies that were in the business at that time bidding

those kind of devices were AT&T, GT&E and a Japanese company. All the bankers told me the same thing.  I’m deeply

grateful that they all turned me down because I hung on to a lot more equity than I would have if they had given me money.

There is no protection.  When you jump in, you’ve got to jump in.  Yes, the big guys will try to steal your ideas, try

to buy you, try to work with you.  Part of building a business is building perimeters of defense.

First of all, you have to figure out how to make money, how to defend it, how to sustain it, and then, finally, you

have to make sure that you know how to grow it—several different operations.  This is too complex.  You cannot sit

down at the beginning and say what is going to be your perimeter of defense.

When you get into it, whether it’s getting hooked up with Apple or Commodore or whatever it is, you figure out

what you do, because at that point you know your business better than anybody else and you won’t know your

business until you get into it.  When you are in the ditches and you can’t sleep on the tenth month of the tenth year,

now you will have known more than the next guy how to be better in some niche or area.

MR. KIMSEY:  I’ll just add to that one thing.  We used to say this all the time:  Always remember and never forget a

big company will always screw you.  It’s part of their nature. They can’t help it.  It’s just what they do.  If you under-

stand that going in, you will figure out what you need to get from them.  People you deal with will change. The guy

that promised you he was going to do something, got promoted.  If you know that, and you understand it, then you

will position yourself to take advantage of whatever relationship you are going to have with them.

MR. RAMSEY:  I would just say everybody talks about proprietary ideas or technology, but I think there are very few

companies that’ll ever have the opportunity to set the standard.  At the end of the day, I think the only thing you can

ever really hope for is mind share that leads to market share.  You’ve just got to run.  If it’s a great idea, customers

will buy it.  It will feed on itself.  You’ll have a six-month, maybe a year-end window if you are lucky.  You have to build

market share if you can build those perimeters.  Every day it’s going to be different.  By the time it’s done, the

strategic thinking that you might want to put into it, is too late.  You’ve just got to do it.

Telecom and the Darwinian Imperative

AUDIENCE MEMBER:  I’m an out-of-work CEO.  My question is about something else.  One quick question for the audi-

ence, by a show of hands, how many people are still surfing at home on 28.8, 33.3?  Pretty much everybody.  I’d like to

know what the panel’s thoughts are on telecom regulation. It’s one area that’s been talked about a lot.  Last year we

hadn’t seen a lot of choices. I’d also like to see Jim’s response on the baby Bells going into the ISP business.  I guess what

I’m concerned about is that one of the reasons that the Internet has done so well in this area, as opposed to Europe and

Japan, is that it’s a lot harder for people in those countries to get flat-rate Internet access than it is here. I’d like to know

what they think about another region coming up with a high-speed Internet.  What will that do to our chances?

MR. KIMSEY:  As I mentioned earlier, people asked, “How are you going to compete with Sears and IBM?”  The same

can be said here.  How are we going to compete with the Bells once they get in this business?  They have never been in

this business before.  They haven’t shown themselves to be particularly adept in any other business than the one they are in.

I think we can safely say that we have been doing this for 12 years and “interactivity is us.”  We do know how to

do that and we look at all the competition with a very serious and wary eye, but I think we have established a mass

market.  We have broken into a mass market.  We have proved that that mass market model will work, that unlimited

pricing will work.  We made a profit last quarter.

We continue, we think, to forecast those profits, and so the model works; and as I mentioned earlier, the entre-

preneurial spirit, once we lose it, then we are vulnerable.  Obviously we’d like to have the turf all to ourselves, but

that just isn’t going to happen.  It’s a Darwinian imperative.  If we aren’t the best, we won’t survive.  We understand

the challenges and will continue to gird ourselves for battle and, hopefully, continue to improve our position.



MR. MORINO:  Deregulation did not go far enough.  We need to stimulate even greater competition in the local

exchange and long-distance markets.  The reform may not have focused on some of the intangible barriers to entry

that lend telecommunications an oligopoly or monopoly industry structure, and issues such as universal service

and access for all members of our communities are left in question at the end of the day.

MR. RAMSEY:  Again on the subject of speed, I just think to some degree we shouldn’t focus on what’s happened.

We have just scratched the surface.  It’s not even the top of the first inning.  Like Steve Case would say, it’s not 5 %

of the households online, it’s the 90% who aren’t.  We are spoiled, as Americans, wanting everything instantly.  I

happened to be at a conference in Greece and I ran into the young entrepreneur who has the only ISP in Poland.  He

hosts a weekly talk show because people want to talk about being online.  I doubt they can operate at the slow

speed that it’s now on.  That’s changing quickly, and you have to look beyond how difficult it is to get online and get

where you want to go.

Evaluating Companies and the Importance of Learning

AUDIENCE MEMBER:  I’m with NewBridge Networks and have a quick question for Russ Ramsey and Bill Melton.

Russ, what are the main characteristics you look for when you are evaluating a company for possible investment

purposes?  And, Bill Melton, there was talk earlier tonight about the importance of education to entrepreneurship.  I

notice in tonight’s program that you have a master’s degree in Asian studies and Chinese philosophy.  I was wonder-

ing how that led to a career in high-tech?

MR. RAMSEY:  Evaluating companies is very much an art, not a science, particularly around the Internet space.  I

think there are a couple of themes which are always the ones that I have come to look for:  first, what is the core

competence of the people putting things together?; and second, what is the sort of product or service that is being

proposed as a way to build a business around the Web?

Obviously in the commercial space, businesses that rely on physical movement of goods are probably okay.

Everybody else is vulnerable.  So whatever industry is being attacked, you want to look at the size, scope, growth

rate and potential for business-to-business application.  The consumer market is going to take longer. Every sort of

situation revolves around trying to understand how the Internet—which in my opinion isn’t about technology, the

Internet is about fundamental economics and the change in economics—what does the Internet do to the existing

business paradigm?  How is that consistent?

MR. MELTON:  You caught me.  You are right.  I do not have any training in computers or electronics.  And on the one

hand, that can certainly be a disadvantage.  On the other hand, anybody that took electronics as long ago as when

I went to school is totally useless today.  Really, entrepreneuring seriously is much more about learning how to

learn; nonstop learning. It helps to be a little bit of a social misfit.  It helps to be forever nonstop curious; then just

learning how to learn and how to learn with other people.  When I started out in the computer business, knowing

absolutely nothing about it, I was 100% dependent on the other people in the company who, by definition, knew

more than I knew. That generated a culture of respect.  On bended knee, you beg them, please help me here.  And

that creates a culture where you can continue learning, and admit that you make mistakes.

In all business, I think every entrepreneur that has been in the business says he is wrong at least 50%  of the

time, not 60% of the time.  You try to make  mistakes that are not fatal, but that you can learn from and learn with

your group. Sometimes it helps to be ill-informed.

The Net As TV

AUDIENCE MEMBER:  This is for Jim.  I have a personal pet theory that the Internet is much like TV—that when TV first

came on the scene, it was a very expensive thing to build, infrastructure-wise, and eventually advertisers took over.

Is AOL going to disappear because advertisers are going to pay for your service?



MR. KIMSEY:  They are paying us.  They are paying us right now.  And yes, that’s obviously a phenomenon that we rely on as part of

our economic model.  We hope that we can have this advertising be less intrusive and more enjoyable to the consumer than a lot of

people think that telephone advertising is.  But yes, it’s advertising.  As you can see in the deals we have done recently, it is a major

part of our strategy.  So although Prodigy sort of recognized that phenomenon when they started, their implementation obviously

wasn’t accepted very well, as the marketplace showed.  But hopefully, we will be able to figure that out, and I think we are well on

our way to doing it.  I think, yes, advertising is going to be a major underwriter of a lot of new services and technologies that are

brought to the marketplace.

Forming Alliances

AUDIENCE MEMBER:  I’ll make it quick. I’m the president of GovCon, a Web site that targets government employees.

We found that through forming alliances with other companies which have content that complements ours, we were

able to grow quite fast.  We have 65,000 registered users. What kinds of things can we do or would you recommend

as a large company—AOL, for example—that would help us form alliances with companies your size?  Because I think

we have already developed and carved out a niche that might be helpful for forming alliances with you.

MR. KIMSEY:  As I mentioned earlier, trying to find other people to carry water for you and to leverage other people’s

assets to your own benefit is a great tactic.  You have to find somebody and, Tom Sawyer-like, you have to explain to

them why it’s in their best interest to want to team up with you.  You have to figure out why some company would

want to get involved with what you have to offer that provides these services to government contractors.  I think it’s

just a matter of looking at who that might be and why that might be in their best interest.  It’s just a generic bromide

that applies to everybody that can go get other funding and other resources from somebody in whose interest it is

to line up with you.

The Next Killer App

AUDIENCE MEMBER:  I have a really short question.  The question is simply, I’m asking for a prediction from each

of you as to what’s the next big thing, in your opinion?  Specifically in Internet space, i.e., whether it was browsers

to push technology?

MR. RAMSEY:  The Killer App that all the technologists fear is telephony over the Internet.  That’s truly a killer that’s

probably sooner rather than later:  Broad-based telephony.

MR. MORINO:  I think community interest models are going to emerge as a really meaningful way for business to

engage their markets and stakeholders in the next 18 to 24 months.

MR. MELTON:  I’m going to pass.  I’m so bloody focused on making what we currently have work that I haven’t

thought about the next big thing.

MR. KIMSEY:  I think I’m in Bill’s camp.  I have no idea.  We have lots of things happening.  Clearly the technologies

are expanding and developing so rapidly that, as Russ pointed out, you are going to be able to talk to it, touch it and

the technology is going to come to you.  You are not going to have to understand anything.

It’s like the early days of cars.  A lot of people didn’t like to drive because they had to turn the crank, but once

you just turned the key, you didn’t care what happened.  I think all these technologies are going to come to the

consumer in a way where they can mindlessly interact with it so that it’s extraordinarily convenient.  It will be, as I

said before, underwritten by advertisers, so it’s very cheap, very affordable.

Content building.  To the degree that we can’t even anticipate some of the wonderful stuff as the band-

width expands and as the technologies improve, some of the stuff we are going to be able to do interactively

is going to be phenomenal.



part 4:  WHERE DOES YOUR FUTURE LIE?

MS. SMITH:  This has been fabulous. You are a fabulous audience for a great panel.  I want to intro-

duce again Mario Morino, founder of the Morino Institute and the Netpreneur program. Mario has

reinvented himself as a social entrepreneur and the grassroots leader of our region’s netpreneur

community.  Mario.

MR. MORINO:  Thanks, Esther! The good news is that I threw away about 90% of what I was going to

close with.  Thank you for your stamina.  You deserve an awful lot of credit for being here with us.  I

want to thank tonight’s sponsors and give a very special thank you to the Netpreneur team—you’ve

done a great job in putting this together.  And, of course, all of our thanks to Bill, Jim and Russ.  We are

proud to have you with us this evening.

After the session ends, please join us in a networking session back in the State Room. We have

some dessert and the dialogue will continue.

I’d like to leave you with a thought about where our future might lie.

Some people believe that the capital of Internet activity is in a Valley 3,000 miles from us or in a

rainy, northwestern city.  While it may be true for hardware and software, the Greater Washington

region can and will become the center of Internet commerce as we become the leader in using ad-

vanced technology to create, produce and deliver information products and services.  We can own

this space.  We own communications today.  We own massive amounts of content.  We have tremen-

dous intellectual skills and the know-how to assimilate, package and provide needed context to this

wealth of information in our region.

To come back to a phrase, we are really at the right place—Greater Washington—at the right time—

the dawn of a network information age.  We need each other’s help to create a culture and a community.

The culture and community is the safety net.  They are what allow us to leave a job and find an-

other, to share experiences, to share our successes and to learn collectively from our failures so we

can bounce back and do it better.  The safety net is our collective strengths.

The vibrancy of a netpreneurial community becomes your safety net for the economic future.  Help

us build that.  Help us come together with the Netpreneur Program.  Wherever you can, contribute

when it makes sense from your business perspective to bring groups together, contribute articles,

share your knowledge, get lively in debates and discussions, come forth with projects you think can

help to meld the culture and community in this region.

The Netpreneur Program is about creating a seamless flow of information exchange, relationships

and experiences.  That is what the Valley has benefited from over the years.  It’s not an economic

development strategy; it’s a social culture.  We have the chance to finally do that here.

You, the new breed of entrepreneurs, can shape this culture.  Please be an active part of changing

this region.

There may be some obstacles to our success—there always are.  If you see a lot of roadblocks and

are affected by them, then you may not be a netpreneur.  If you see over the roadblocks because you

don’t give a damn about barriers, you are there. You are a netpreneur.  You’ll figure out a way to jump

the hurdles; you’ll figure out a way to get through or get around what is in your way.  And, in doing so,

you will succeed.

Thank you for being here, and most importantly, congratulations for all the tremendous innovation

and excitement you will bring to this region.



AN EVENING WITH THE BARONS
James Kimsey • William Melton • Mario Morino • W. Russell Ramsey

part 1:  INTRODUCTIONS

 Good evening.  I’m Esther Smith, an advisor to the Potomac KnowledgeWay

Project’s Netpreneur Program [http://netpreneur.org] and former publisher of

Washington Technology.  Thank you to everyone here tonight—some 750 of us.

The  Netpreneur Program is the first major program of the Potomac KnowledgeWay, an

initiative founded to make our region the global center in creation, production and deliv-

ery of online information products and services.  The goal of the Program is to be

“network central” for our community of Internet entrepreneurs.  Well, we are having

a little problem with scale—We expected 25 people to come to our first Coffee &

DoughNets session. We ran out of space twice before we capped it off at 120.  Our

spur-of-the-moment idea for a meeting between netpreneurs and venture capital-

ists swamped the Grand Ballroom of the Tysons Sheraton Premiere.  We finally had

to cut off attendance at over 400.  We were still telling people this afternoon they

couldn’t come to this event tonight.  We had already outgrown two potential meet-

ing sites before we finally landed here at the Mayflower.

You ladies and gentlemen are worth every effort.  Incidentally, one of our chal-

lenges is that we have underestimated the energy, enthusiasm, talent and guts you

have—not to mention how many of you there are! We are running to keep up with you.

I have always believed our region is special.  Although it has not been known

in the past for an entrepreneurial culture, one is certainly alive and well today.

We have companies like AOL, CyberCash, MCI, Digex, PSINet and UUNET—un-

known names a few years ago.  They didn’t have a lot of counterproductive bag-

gage to carry into a new era of commerce and continuity. So they led rather than

followed. Our guests tonight have done it all in this revolutionary new arena.  The

Barons of the Beltway are not just ahead of the power curve—they defined it.

As Daniel Savarese wrote recently discussing Elizabeth Corcoran’s article “Sili-

con Valley Scramble” in the June 8, 1997 Washington Post, “I think we’ll see many

more startups in this area and the beginnings of a new Mecca for technology

ideas as entrepreneurs start succeeding and fostering the entrepreneurial cycle

we see on the West Coast.”

A Dialogue With The Original Netpreneurs

A Potomac KnowledgeWay Netpreneur Program event, hosted by
Morino Institute and TECHcapital Magazine on June 12, 1997.

© 1997 Morino Institute. All rights reserved.
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“There’s no place I’d rather be than the Washington Metro area right now,” Dan continued. “I get

tired of the Silicon Valley comparisons because we’re not going to be another Silicon Valley.  We’re

going to be something different, but just as innovative.  And we’re just starting out.  There’s nothing

better than being there at the beginning.  Silicon Valley is old hat now.”

Thanks, Dan, for saying that so well.

Tonight’s program is a spin-off from Shannon Henry’s fabulous cover story “The Barons of the

Beltway” in the premiere issue of TECHCapital magazine, a publication of TechNews, Inc., a subsid-

iary of The Washington Post Company. Making tonight’s event possible are the sponsors of “An Evening

with the Barons”: America Online, CyberCash, MCI Telecommunications Corp., Morino Institute, Pamet

River Partners, Riggs National Bank and TECHCapital.  Please join us in thanking each of these companies.

part 2:  THE BARONS

MS SMITH: The Barons are assembled here tonight:  Jim Kimsey, founder of America Online (AOL);

Bill Melton, founder of CyberCash and the author of the great quote that “if you are not on the Net

you don’t exist”; Mario Morino of the Morino Institute and the founder of Legent Corp.; and Russ

Ramsey, the founder of Friedman, Billings, Ramsey & Co. (FBR).

Each will give a seven-minute presentation and then we’ll move on to audience questions and

comments.  The event is being videotaped and transcribed.  Information from this evening will be

disseminated and press is in attendance.  What you ask tonight might wind up on the front page

tomorrow. We want an open, informal session, an interactive dialogue among netpreneurs and these

industry leaders.  We’ll begin our openings remarks, starting with Jim Kimsey.

Jim Kimsey—Gee, That Sounds Exciting!

Thank you, Esther.  “Barons of the Beltway.”  It sounds like a yuppie motorcycle gang.  And most of us

don’t qualify, except for Russ.  Sorry, Russ.

What I thought I’d do is mention some things about the little-known genesis of America Online

that might be of interest to you.  It may be relevant to how you think about cyberspace and the

opportunities that are being presented here and how you might take advantage of them.

AOL’s unlikely beginning occurred on the banks of the Colorado River when a college classmate of

mine and I were taking our sons on a trip, and he told me about an investment that he was making here

in the Washington area in a company that downloaded video games over the telephone.  At the time I had

very little knowledge of high-tech companies and I said, “Gee, that sounds exciting!”  And I invested.

Because of my geographical proximity to this company, and as it got into more and more trouble

because it caught the wave of the video game craze at the peak, I became embroiled in this venture.

While it sucked up $200,000 of voluntary and involuntary contributions, I was with a group that was

taking a bank holding company public, and I got a questionnaire from the SEC that asked, “Have you

ever been involved as a board member or officer of a company within two years of its going bankrupt?”

I thought, “Oh, no, I’ll never be able to answer ‘no’ to that again,” so I became very motivated to

keep this company alive.  I tried to sell it to Apple, but at that time Steve Jobs and John Sculley were

rolling around on the floor and I couldn’t get their attention.

So I went to Commodore.  Maybe some of you can’t remember this far back.  This was in 1984,

early ’85, and at that time, Commodore was a billion dollar company and the major presence in the

home computer market.  Luckily, I hit it off with a guy that ran Commodore.  He was too smart to buy

this downloading company, and he suggested that we start a new company, use the old technology,



marry it up with some new technology, and use Commodore as a distribution vehicle.

In those days, as I said, Commodore was a big high-tech company and we were very happy to get

their sponsorship.  Today, Commodore does not exist.  It was liquidated for the benefit of creditors.

High-tech is indeed a slippery pole. It turned out to be a fortunate thing for us because we had

solely tied our fortunes to Commodore’s wagon.  We were then forced to deploy ourselves across an

array of platforms and become much more accessible to those who would distribute us.

There was another lesson learned in all of that.  Prodigy—then known as Trintex before CBS

dropped out—had started a year ahead of us, backed by IBM and Sears.  Everybody used to ask

me, how on earth are you going to compete with IBM and Sears?  And here we are 12 years later.

I started AOL and Quantum, which became AOL, in 1985.  Prodigy has sucked up at least a billion

and a half dollars of IBM’s and Sears’ money, maybe a little more when you count off balance sheet

financing, and they have somewhere under a million subscribers.

We burned $10 million in venture

capital money and have 8.5 million

subscribers.  It’s not because we

were so smart; it’s because we didn’t

have any resources.  IBM and Sears

had tons of resources.  We had a very

tiny amount of money, and so we

were forced to use our wits and cre-

ativity to achieve our goals.  We were

forced to figure out how to leverage

other people’s resources for our own

benefit.  If we had all the resources

that Ted Papes, the founder of

Prodigy, had, I’m sure we would have

had big board rooms, hired a bunch of people, had committees and done all the things that big

companies do.  Big companies have a hard time competing.

Little companies compete well because they are wiry, they are slim, they haven’t beefed up

on overhead.  They are like little speed boats so when they see something change, they can

change quickly.  Changing quickly is the big challenge for big companies. So I always like to

recall our beginning, because this is the answer, in retrospect, to how we were able to compete

with IBM and Sears.

Now AOL is one of the top 25 media companies, we are the major brand in cyberspace, we have

7,000 employees and the challenge we face now is the same challenge that IBM and Commodore

faced.  You get big.  You get arrogant.  Arrogance is success’s evil twin.

The minute you think you know everything is the minute you are going to die, because you don’t.

You never know everything. And the challenge of keeping a big company moving like a speedboat

and able to anticipate challenges, respond to them, and keep the entrepreneurial spirit is a huge

one.  Very few big companies are able to figure that out, and it’s a challenge that renews itself daily.

There have been many interesting milestones along the way when AOL looked like it would not get

past the next bend in the road and we were forced to “huddle” down in the basement.

We were lucky because we had great people.  I was lucky because one of the early folks hired was

Steve Case, who started out as a marketing intern and, it turns out, always believed in this concept

that pretty soon everybody would be communicating by computer.  He had a vision.  He eats, sleeps,

breathes, thinks this vision.  He has perseverance.  I was very fortunate to have somebody like that.

Little companies compete well because they
are wiry, they are slim, they haven’t beefed up
on overhead.  They are like little speed boats
so when they see something change, they can
change quickly.  Changing quickly is the big

challenge for big companies.



My job was to make sure to remember business 101.  You have to have more money coming in than

going out.  Sometimes people forget that.  They get caught up in the elegance of it all and think the

masses should love this.  We love it.  We sit down in the basement playing with our stuff.  We think,

“Isn’t this great.  Everybody’s going to love it.”  Well, maybe they will, maybe they won’t.

You must find out and make

sure.  The lifeblood of all entre-

preneurial projects is money,

and figuring out where to get it

and how to keep it coming in.

It’s a lesson you can’t ever for-

get.  So I’ll leave you with that.

Our next speaker is Bill

Melton, who is on the board of

AOL and has been a great board

member.  Bill has started many

high-tech companies as you can

see in your brochure.  As you well

know, he has recently started his

own company, CyberCash.

Bill Melton—The 90 Degree Rule

I can say thank you to Jim for more than one thing.  When I joined the AOL board, I decided that to

keep myself interested, I should put a little money on the table.  So before I could get caught up in

insider trading problems, I bought a few shares of stock.  It’s been very worthwhile.  Thanks, Jim.

I’d like to talk about three things.  The first is creating efficiencies.  The second is coping.  And the

third is a kind of Russian Roulette, or what I like to call the “90-degree rule.”

In the Internet, here in this netpreneurial world, we are creating efficiencies.  We are figuring out

how to manage with one-tenth the resources it used to take.  And anytime we can figure that out, we

have an opportunity to take the $9 that we save and pass three, four, or five of it back to the con-

sumer, pass two, three, or four of that to the people who financed us to get started, and hopefully to

put a dollar or two in our pockets.

Creating efficiency is about cutting away any surplus.  This is what determines whether you are

going to be successful or not.

But enough theory.  What entrepreneuring is about most of the time isn’t such high-minded, philo-

sophical things as creating efficiencies.  It’s about coping, and this is the second thing I’d like to talk

about.  How do you get through today and tomorrow? How do you meet payroll on next Friday afternoon?

Back in 1972 or 1973, I started my first company.  I was going to automate the databases and the

telecommunications systems for a company, a series of franchises known as TeleCheck. TeleCheck

was a check guarantee business.  Of course, being a young entrepreneur, I had no idea how much it

was going to take to actually build the computer system that I promised.  I was just thrilled that

anybody would give me any business of any kind.

But I was willing to give a price.  So the guy at TeleCheck asked, “Can you automate my system?”

and I said, “No problem.”  He said, “How much will it cost?”   I said, “Thirty thousand,” which to me

was such a big number that I couldn’t imagine spending all that money.

About a year and a half later, having spent well over $120,000—and the system was not delivered

You have to have more money coming in than going out.
Sometimes people forget that.  They get caught up in
the elegance of it all and think the masses should love
this.  We love it.  We sit down in the basement playing
with our stuff.  We think, “Isn’t this great.  Everybody’s
going to love it.”  Well, maybe they will, maybe they
won’t. You must find out and make sure.



yet, of course—we were behind schedule.  I was in violation of every agreement that I had ever signed

with the guy.  He called me into his office one day and he said, “You know, Bill, you are a nice guy, and

I really appreciate how hard you are working, but,” he said, “I’m going to have to sue you.  You have

broken every promise.  You haven’t delivered.  The contract is a worthless piece of paper.  I’m a

responsible businessman—I just have no choice.”

So now this is an opportunity to cope. His name was Don.  I’ll never forget his name. Nice man.  I

said, “Don, I’ll tell you what.” I reached into my pocket and I pulled out my 1967 Volkswagen keys and

I laid them on the tabletop. I reached into my other pocket and I pulled out my checkbook.  I had $87.

I laid that on the table. I said, “Don, you can have my Volkswagen, you can have my checkbook, and

I will sign a piece of paper right here that says you can have every other earthly thing that I own on the

face of the earth except my wife and kids, and you won’t have to sue me.  I’ll save you a lot of money.

It’s in your interest, Don—and I’ll go out and get a good job someplace else.”

“Alternatively, Don, if you like, you can pay me $1,000 so they won’t shut off my electricity, and I’ll

go back to work.”  He wrote me a check for $1,000.

That was when I started my first

company.  Then there was another

company called VeriFone that some of

have you heard about.  That company

was started back in 1981 and was started

by a partner and myself.  I didn’t know

my partner very well.  Be careful of part-

ners.  He was going to bring all the

money and I was going to bring the mar-

keting and technology.  Unfortunately,

two weeks after we started the company

he had a stroke.  He became a vegetable.

And then I found out that he was bank-

rupt, divorced and being sued by three

former wives.

Meanwhile, I had made the commitment to get the company started, and I had a lot of people who

trusted me, so I had to continue.  No problem.  I went out and I sold some stuff.  Of course, I hadn’t

built it yet, but I sold it.

Then I took the orders and I went to my bank and I got a letter of credit that I could take to a

manufacturer in Hong Kong to build the stuff that I had sold. I got to Hong Kong and gave the letter of

credit to a manufacturer there, and they went ahead and built it and I went back to the United States

to try to sell some more so I could get the next letter of credit.

  Of course, I had forgotten, being the young entrepreneur, to make sure my insurance was in place

and all these business details.

At 2:00 a.m. about a month later, I got a call.  The entire load of stuff that I had bought from Hong

Kong was on a plane going through Alaska, and the plane had crashed on the runway.  The pilot had

bailed out, but all the cargo was burned.

Of course, with a letter of credit, as you understand these things, they already have the money

over there.  The people expecting the product are over here, and they have a very limited sense of

humor.  So what I had was another opportunity to cope.

I called the manufacturer in Hong Kong and I said, “What about insurance?”  And he said, “Well,

you know you signed a contract that said it’s freight on board, and that means once it’s on board, it’s

not our responsibility anymore.”

We are at the dawn of a new age, and all geometric curves,
as they sweep upwards and to the right, have to start some-
place and start very small. But they all start here and the
ramp of the curve is like other transaction businesses I
have seen. They start doubling at 50% per quarter and you
put those compounding rates on them and you get to be a
serious business in not too many years.



“Well,” I said, “you know that line of stuff that you have on your manufacturing process out there?

How are you going to get paid for that?”

“Well, aren’t you bringing a letter of credit next week?”

“Oh, I was,” I said, “but I can’t anymore, not unless the insurance comes through.  Look in your

drawer and see if you can’t find an insurance policy that will cover that.”

It was covered.  And VeriFone went on to be VeriFone.  I think the opportunity to cope never stops.

Even after the companies become the size of an AOL or they become the size of a Friedman, Billings,

Ramsey, there is something called quarterly

analyst reports.  And you cope.

You know, I have often thought that

entrepreneuring, to people who haven’t

been through it, must seem like nothing but

fun and games.  I sometimes compare it to

playing Russian roulette.  You spin the cyl-

inder and you pull the trigger once, and

nothing happens.  But you know, next quar-

ter comes around, and you get to spin that cylinder again, and the odds don’t change.  Every time it’s

the same odds and it’s continual coping, coping, coping.  Obviously, that’s the challenge.  That leads

me to what I call the 90-degree rule.

Jim gave you some stories about starting his company and he ended up very differently from where

he started out.  Every single company that I have been involved in ends up being rather different than

what we started out to be.  It’s like the old honeybee that goes out to get pollen and all the honeybee

knows is “I want pollen” and he doesn’t think anything else.  The fact that he ends up creating a lot of

honey turns out to be a side business, 90 degrees off from what he set out to accomplish.

If you start out for fame, for glory, if you start out for anything, you are not going to get it.  You are going

to end up getting something else 90 degrees off to the side. Basically, business is one large social experi-

ment, a social experiment with yourself, and a social experiment with those that you work with.

If you start out doing what is really fun for you, what you really like to do, you probably are going

to do it better than the next person who’s not having fun.  If you really do what’s fun, like the honey-

bee, hopefully you’ll create some honey.  Thank you.

I get to introduce Mario Morino.  Mario is a legend.  Anything you say about him is redundant.  He

has been there.  He has done it all.  He has created tonight.  The man is a nonstop creation machine.  Mario.

Mario Morino—The Right Place at the Right Time

Thanks, everybody, for being here.  The theme I’d like to weave through this short talk is the right

place at the right time.  We are at the very beginning of a new frontier, and from my perspective, one

that is dramatically different than what I stumbled into when my career began in the 1960s.  I believe

we are at ground zero in the Greater Washington region.

We are at a place of convergence that is making us different because we are sitting in the middle.

The fact is that communications (the pipes), computing (the process) and content (the information)

are all converging, and they are converging nowhere in the world better than in this region.

To illustrate how opportune the timing is, I’d like to quote from an article entitled “Sampling of

Start-Ups Shows How the Internet Inspires,” from the June 4, 1997, Wall Street Journal.  ”There has

rarely been a more fertile time to start a company.  Communications breakthroughs, including the

Internet, have lowered the entry bar and inspired new ideas.  In the first quarter of this year alone,

If you start out doing what is really fun for you, what
you really like to do, you probably are going to do it
better than the next person who’s not having fun.



venture capitalists invested in 281 start-ups, up 45% from a year earlier, according to a Price

Waterhouse survey.  Meanwhile, the survey found, funding soared 75% to $929 million.”

I want to go back in time, and I hate to say this, but some of you weren’t even born yet.  This is a

pretty disturbing fact for an about-to-be-54-year-old Italian.

In 1954, I took a course in systems design.  At the end of the course, the instructor made a com-

ment to the class.  He said, “Congratulations on finishing this class in systems design.  I wish you all

luck, but the trouble is that none of you are going to need it.  The good part of this class is that half of

you are going to be really successful.  The bad part is so will the other half.”

What he was trying to say is something that is with us today—that we are at the beginning of a new

frontier.  The frontier back then was computers in business, and where there was fear, uncertainty

and doubt, opportunity would be infinite.  I can’t emphasize enough how true that was in that era.  In

those days, if you could walk, talk, chew gum and speak computers, you were going to make it.  We

were at the right place at the right time.  It’s similar to where we are today.

Today success is about busi-

ness and interactivity and it’s about

a whole new consumer marketplace.

The possibilities today are far

greater in size and scope than ever

before.  None of us can possibly

comprehend what the future is go-

ing to hold.  The important message

for you is not that you are going to

be a netpreneur today, tomorrow or

even a year from now, but that you

step onto the field and get into the

game, because your time will come.

And the time in which you have this

opportunity will not pass quickly.

Opportunity alone never breeds success, but the netpreneurial zeal will.   It will increase your opportunity.

I want to go back and illustrate what I mean by “opportunity.”  As I said, back in the 1960s, I was

riding a wave in my career.  I broke into the field in 1964 at General Motors, which was considered one

of the Meccas of technology in this country.  It was an era that you can’t even imagine.  A whole new

generation of mainframes was going to dominate the computer scene for the next 20 or 30 years.  I

had an open ticket to learn.  I was there on top of that wave of opportunity, at that moment in time—

at the right place, the right time.

My first entrepreneurial venture was in 1968, in the military service.  A bunch of us, sailors by day,

had a company at night.  We tried to figure out how to manage, measure and account for timesharing

concepts.  We had no idea we were doing advanced work.  We were just doing work.

That group jokingly became known as Morino’s Marauders. It merged into a timesharing company.

In that transaction I learned how painful stock options were.  I got my first real test of equity, and it

taught me a lot—fortunately at a very low price—and it was a valuable lesson.

From 1970 to 1972 I was part of yet another company, and we were getting an edge.  We were

learning something that was way ahead of the market at that time.

In 1973 I met my partner, Bill Witzel. We did really well in 1973, but there were many folks who were

successful before us and even more who made fortunes after us.  Opportunity doesn’t just exist for a

day or a week or a month or a year – it went on for several decades!  Some say that opportunity is

Greater Washington is at a place of convergence
that is making us different because we are sitting
in the middle.  The fact is that communications
(the pipes), computing (the process) and content
(the information) are all converging, and they are
converging nowhere in the world better than in
this region.



passing us by, moving fast.  That’s not true.  We are on a wave that’s going to be 10, 15 years in

position.  And your opportunity is that you are getting in on the ground floor.

Whether you take advantage of your opportunities today, or two weeks from now, or next year may

not be relevant.  What is relevant is that you position yourself to be prepared for your opportunity

when it comes.  That is what’s relevant to your life today—to get in the game and to be prepared.

I keep looking back in my life to the amount of good fortune I had—being at the right place at the

right time.  I recall multiple points in my career until that opportunity came, when I met Bill and we

created Morino Associates.  I argue that you pick opportune times and make your own success.  This

is what is relevant.

We had enormous market op-

portunity, but in addition, you

must learn to measure and man-

age opportunities.  People were

spending a lot of money and they

were looking for answers.  We

had a solution that the market

very much needed.  The technol-

ogy came out of the late ’60s and

early ’70s and it became the in-

dustry of systems management.

Only a handful of firms were born

in the industry then, but it be-

came a multibillion dollar indus-

try with no let-up in sight.

We had an edge, and we capi-

talized on our edge.  We had

perseverance.  You laugh when you hear the stories about all the young companies today.  I remem-

ber the number of times we worked around the clock, the number of times we ate steak and eggs at

Toddle House, the number of times we did really stupid things.  That’s entrepreneurship, folks, because you

are living on the edge.  It’s that small company Jim was talking about.

You have no board room.  You meet in lobbies of hotels, maybe basements, maybe living rooms.

You have to be aggressively competitive.  We had focus.  Every time we said we were going to deliver

a product, we delivered it.  We never missed.  Most importantly, we had great people, people with

talent, people who genuinely cared.  One of our folks said we would rather have chewed off our right

arm than let the team down.  Whatever you do, that becomes your goal and role as individuals.

And now, once again, we are at the right place at the right time.

I want to give you an example of how important serendipity is.  Keep in mind that we went public in

October of 1986.  It was September of ’86 and we were figuring out our September close numbers

when suddenly the locked order for $300,000 that could never go away disappeared off the books.

We would now have a$300,000 revenue short-fall and miss our quarterly expectations—the IPO was

going south on us.

The next day, I was walking down the hallway.  One of our best and brightest salespeople was on

the phone with a client and she asked me to speak with him. The guy was talking about buying

$400,000 of software from IBM.  Well, we got really creative really fast.  We came up with a new

packaging strategy, a modified licensing agreement and we closed a $400,000 deal.  We made our

numbers and had a great customer story.

I remember the number of times we worked around
the clock, the number of times we ate steak and
eggs at Toddle House, the number of times we did
really stupid things.  That’s entrepreneurship, folks,
because you are living on the edge. . . .You have no
board room.  You meet in lobbies of hotels, maybe
basements, maybe living rooms. You have to be
aggressively competitive.



Think of how fortunate that was.  Walking down

the right hall at the right time. The right salesperson

on the phone at the right moment.  That IPO would

have gone south and we would have had a different

future.  Realize how fickle and tenuous the world is.

Being at the right place at the right time—and be-

ing prepared to act—is a very key element of success.

I’d like to leave you with some other lessons that

I believe I learned the hard way.

• Make sure you are in the game.  There is no ex-

cuse for not jumping in.  Whether you are going

to be a netpreneur today, next week or next year,

be ready when that opportunity comes.  This is

not about getting to a destination.  This is a journey.

Every step of the journey, you need to figure out

what you are learning that will make you better equipped.  Your next step may not be a netpreneur.  It

may be to a company with the right job so you can become a netpreneur the step after that.  You have

got to be on the edge.

• You must have something that makes you unique or you have no way to differentiate yourself in the marketplace.

• You must have a hunger to out-work those you can’t out-think, because there will be a lot of people

smarter than you.  You need to learn in the marketplace, not the office.  The worst systems are devel-

oped at the office.  Experiment, try things.  Be ready for the unexpected.

• Again, as Bill and Jim both said, respect the serendipitous nature of business.  Your life should be

responding, reacting, changing quickly. Surround yourself with people of ethics, opinions, talent and a

great will to succeed.  It sounds corny, but you are going to live and die by that creed.  Someone is going

to give a damn about you, and you are going to give a damn about them.

• Love what you are doing, be the best you can be and have fun doing it.

Thank you for the chance for all of us to share this.  We very much look forward to the dialogue that follows.

Now it’s my turn to introduce a legend.  Russ Ramsey is the president of Friedman, Billings, Ramsey & Co.

In the past several years, I have gained an enormous amount of respect for this company, seeing an in-

vestment banking firm come out of nowhere and take on national presence and national promise.  I think

it’s an amazing testament to the style they are engaging in and the direction that Russ is setting for them—

taking such a meaningful position in this whole new world of information technology and the Internet.

With that, I’d like to introduce Russ Ramsey.

Russ Ramsey—The Sun, The Moon and the Stars

I feel very honored to have an opportunity to speak in front of a group of aspiring entrepreneurs,

particularly entrepreneurs in the area of cyberspace, because I never really thought of myself as an

entrepreneur or as someone who would ever have an opportunity to talk about my successes.  I just

focused every day on how I could get up and make a difference and try to pay the bills.

I come at this discussion from a capital markets perspective, both worldwide and domestically—

how we find ways to capitalize and to provide the fuel for these businesses to move beyond the idea

stage, and beyond implementation.  This clearly requires having a little bit of a knowledge and an

understanding of what’s really happening in the bigger picture.

So, as I contemplated what I could share with netpreneurs who were looking to tackle cyberspace,

You must have a hunger to out-work those
you can’t out-think, because there will be
a lot of people smarter than you.  You need
to learn in the marketplace, not the office.
The worst systems are developed at the
office.  Experiment, try things.  Be ready
for the unexpected.



I thought I’d go to the only place I knew, which was maybe beyond cyberspace, and talk a little bit

about the sun, the moon and the stars, and about a kind of celestial alignment.

In life, you look at early childhood and at the formative years, and then you look at where you sit in

history, you never quite know where you sit.  In my work environment, for example, today was an-

other extraordinarily powerful day in the markets.  The Dow Jones closed for the fifth straight day at a

record high, and the index—well, you have an incredibly powerful capital market and everyone in the

business I work in is asking “When is it going to stop?”

We have had a tremendous year of unparalleled economic prosperity—an era when equities have

done well, when interest rates are low or falling—and when will it come to an end?  In my judgment,

it’s important to sit back and try to understand where we are today as it relates to both the Internet

space and particularly this region and the people in this region.  It’s important to take their talents

and to move them beyond an idea into a real capital formation and a real fungible enterprise.

I want to share with you just a little snapshot in history as I look at FBR, because we, like most of

the people who start businesses, at one point were too embarrassed to admit that nobody would

finance us.  Finally, we leveraged what little bit we had.  We hung out our shingle and we went about

trying to start a business.

This was after toiling together

for literally a decade, trying to

build a business, trying to fig-

ure out a way to exploit the capi-

tal markets and compete

against the giants in a business,

in an environment where no

matter how good we were, no

matter how smart, no matter

how hard we would work, no

matter how good our ideas,

without some macrochanges,

we probably would never have

the opportunity to be successful.

One of my partners gave a talk recently regarding this concept of the sun, the moon and the stars

coming together in a simultaneous alignment of the market.

The sun was this huge growth of institutionalization, the markets and this incredible amount of

capital flowing ever more freely to fewer and fewer hands and the ability of FBR—as a relatively

small-bit player—to reach out and grab billions, in this case trillions of dollars of investment capital.

The moon is what I would call the golden age of securitization.  It’s this vast amount of capital  being

married together with these incredibly growing enterprises and businesses that change the world.

The stars are the backdrop of this environment, in this inflationary world where you have a great

environment for the economy to grow, and you have all of this coming together.  For instance, in the

world of IPOs.  According to Standard & Poor’s, in the entire year of 1982, there were 30 IPOs that

raised $1 billion.  That mushroomed ten years later in 1992 to 400 IPOs and companies going public

in one year.  Last year, there were 730 IPOs that had new money to field this growth of $50 billion.

That, in my opinion, is where we are as it relates to this Internet space and this alignment of what I

would call the sun, the moon and the stars.

The major force is this firestorm of new technology that continues to sweep the world.  I use the

word “firestorm” to describe the rapidity of change.  A firestorm starts as a tiny spark, a fire that took

years to kindle and grow.

In the 15 or so years that I have tried to make a living in
this business, I have never seen a capital market that is
as powerful or open as it is today.  This capital market
is like a high-octane gasoline that is fueling these fires
from technological change and resulting in incredibly
swift application across the board.



Other forces are involved:  the moon—in this case, instant communication, largely fueled by the

Internet; and the stars—a wide open capital market that affects growth and the speed at which this

takes place.  Once this firestorm begins, the change of pace continues, ultimately affecting the economy

with repercussions around the world.  It’s this worldwide repercussion that I think is important for this

audience to understand.

This new technology, the computer chip and its vast amount of computing power, suddenly has

become the commodity that is most important in the world.  The most important commodities in the

world are not oil, copper or wheat.  Instead, they are the chip, they are the personal computer, they

are the vast amount of computing power and communication that works together.

I’d like to put this in perspective with what’s happening today in the world that you live in, with new

technologies changing every week, every day.  It may mean nothing to you to have prices decline by

30% a year, but if you applied these economies to a $125,000 car, it would cost $200 to build and it

would get 500 miles to the gallon.  So that’s the sun.

The moon is the explosion that is taking place in the ease of communications, in this vast amount

of information that’s available to everyone.  To you, it seems like second nature.  It’s no big deal to

you.  But you have to understand the context.  These changes are taking place at such a rapid pace

that it is changing the landscape of the entire world.

This explosion of information and access to information is putting pricing pressure across the

board—airline tickets and thousands of other services.  At our company, for example, the cost of

document retrieval used to run as high as $200,000 a year.  Today, it’s given away.

These changes are occurring across the entire planet.  Finally, though, and maybe most important, is

this alignment, this unlimited computing power, and this unlim-

ited communication.  This is the backdrop of the world that I live

in.  In the 15 or so years that I have tried to make a living in this

business, I have never seen a capital market that is as powerful

or open as it is today.  This capital market is like a high-octane

gasoline that is fueling these fires from technological change and

resulting in incredibly swift application across the board.

No longer is a discussion about how much someone’s house

has increased in value or some antique they have purchased.

Discussion revolves around mutual funds, the capital market

and technology.  This is a self-reinforcing model in which technology communication changes occur

and they yield productivity and enhance all of these various applications.

As an example, when Guttenberg invented the printing press, there would be millions of books in

circulation not 200 years later, but 20 years later.  This fuel is going to continue, in my judgment, to

feed the wind that’s at all of our backs; that will give all of  you the opportunity to capitalize your

businesses, to find capital to make the businesses grow and to allow you to implement your ideas.

One quick example of that is a press release that came out yesterday, I believe, that DoubleClick—

a fast-growing international Web marketing firm—closed on a venture capital round of $40 million.

That’s $40 million.  There was literally a feeding frenzy of some of the world’s best-known investors

looking to capitalize early-stage money in an otherwise risky venture.

Much of this excitement is created by what this company is doing with Web marketing and the Internet. $40

million exceeds by a magnitude of probably 120 what you would have seen in this environment as little as a

couple of years ago.  So it is  my opinion that we are sitting here ready—to take off on Mario’s theme—at the right

place at the right time. You all have an opportunity to implement your ideas, your concepts and your vision in an

environment where you’ll have the opportunity to make it successful.  Good luck.

These changes are taking
place at such a rapid pace
that it is changing the land-
scape of the entire world.



part 3:  THE TOWN HALL FORUM

On Education And Intellectual Capital

MR. WALKER:  I’m Bob Walker with Advanced Systems.  We have talked about the physical capital.  We have talked

about the financial capital.  But there is one area that has received increasing attention, and that’s the intellectual

capital.  It seems that we are in a position of making ourselves almost into a Silicon Valley, where we cannibalize

ourselves in that we are competing for the same intellectual resources—the individuals.

The programs we have to replenish the supply are downstream.  What are we going to do in the meantime?  How

are we going to continue this growth when the problem is not financial capital, it’s not physical capital, it is the people

necessary to provide the energy and the wherewithal to grow?

MR. KIMSEY:  Well, a lot of speculation has built up around the fact that the Washington area doesn’t have the

potential to become a Silicon Valley because it doesn’t have a Stanford, it doesn’t have the reservoir of intellectual

capital that you just referred to.

In fact, C++ programmers are like basketball stars, to the extent that in our region, they get bid for, like free

agents.  I think a number of things have to happen, and I think they are beginning to happen.

The educational institutions in this area are aware that they have a spigot that’s akin to producing the kind of

folks that are needed to continue to fuel the phenomenon that’s occurred.  I think corporate participation with the

universities is going to be necessary. This is a long process.

There hasn’t been a huge migration of companies out of this area to the West Coast.  There have been one or

two, but I think the last one that did it finally went under.  I think sooner or later, they will come.  I think that there is

a huge corporate responsibility to understand that we need to help ourselves fuel the intellectual growth in this

region, and, therefore, we have to take a greater participation in the educational institutions and have a much more

intense dialogue with the people that run these institutions—encourage a greater collaborative effort among those

institutions, even though they are in different geographical jurisdictions.

Trying to get educational institutions to work together is a bit like herding cats.  I mean, they are not prone to do

that.  But it’s a challenge that we face. And I think one that we can meet.  It just takes focus and we now recognize the

problem, and I think people are starting to focus on it.  They are going to start to devote resources to it. Once you do

that, you’ll end up solvent.

MR. MELTON:  If we look at what we are doing now as a knowledge manufacturer, a knowledge business—it doesn’t

make any difference which business you are in, you are in the knowledge business—the primary cost of goods, the

primary input that goes into that manufacturing process is mind stuff, trained mind stuff, mind stuff in the form of

bachelor’s degrees, master’s degrees, and Ph.D. degrees.  If we look at it as a banker might look at it and say what’s

your input, what does it cost today to produce a Ph.D.?  Pick a number.  $2 million?  Whatever the number is, it’s a

fairly large number.

If you are looking at efficiencies through the system, you have to look at how we are  going to produce that same

level of knowledge dramatically cheaper.  If we produce it dramatically cheaper, then more of us, more of our popu-

lation can have access to it, and the total efficiency of the system improves.

Whatever the cost of creating that Ph.D. here today in Washington, DC, I’ll guarantee you the cost of creating

that same Ph.D. in Bombay or Hong Kong or anywhere around the world is one-tenth of what it costs us.

Let me remind you what happens with the Internet.  The Internet evaporates geography. That entrepreneur, that

engineer, that Ph.D. sitting in Bangalore or sitting in Shanghai can compete with a student that comes out of George

Mason University, George Washington University, or any university in this area.  We need to learn how to educate

faster, better, deeper, wider, cheaper, without compromising quality, but improving it.

I know some folks in the audience are working on some of the new initiatives in educational systems.  Brian

Jones is here in the audience and I know some of the others of you are making strong efforts.  I would say if there is

one challenge facing this region, it is the total transformation of our educational systems.



A Magnet For Talent

MR. STAPLETON-GRAY: Ross Stapleton-Gray, I came to Washington in 1983 originally and in ’88 went to work for the

Federal Government at the CIA.  I came out of the hinterlands in Michigan.

I think part of the answer is immigration.  People have to think about Washington as a place they come to be-

cause this is the Netplex.  And if you are down on the farm wherever—it might be Bangor, Maine or Bangalore—you

want to come to Washington because of what it is.  I don’t know that people are saying that Washington is the vibrant

hub of the information age.  But they used to say Washington, that’s where the CIA lives and I want to go work for them.

I would like to see us make this area the same sort of Mecca for high-tech jobs.  Physical proximity is one thing.

Often Berkeley people say this,  “I need to sit down with people and have coffee with them and get their ideas and

work with human bandwidths.”  There is something to be said for proximity, even as we erase the physical geography.

MR. MORINO:  I agree wholeheartedly.  What we are finding in our work is that there are people here who are very

much into this whole change, and they range from people in business, people at Georgetown, people in Maryland.

Very advanced work going on in this region.

I think it’s one of the best-kept secrets in the world now.  When people realize what’s happening here, there will

be a greater influx.  People are moving here.  The Washington Post article that Esther mentioned makes the point

that people want to be here now.  I want to be in this region because this is where the action is.  Not a lot of people

understand that yet.  That’s part of our challenge, collectively.  That’s why we are here tonight.   Something brought

you here, right? We have interest.  We have to broaden that base, and you are the ones that can help because

success generates other success and other interest.

On Electronic Transactions

MR. BATTAGLIA:  My name is Dave Battaglia and I’m with KPMG Peat Marwick.  Internet-based transactions are still a

relatively small part of the economy.  I was wondering what you have been experiencing in the magnitude of Internet-

based transactions and how quickly you think consumer acceptance will come from Internet-based transactions.

MR. MELTON:  Well, obviously, as Mario says, we are at the very early days.  We are at the dawn of a new age, and

all geometric curves, as they sweep upwards and to the right, have to start someplace and start very small.  But

keep in mind that AOL today represents half of the people that are online and on the Internet in the United States.

That’s a big number.

I can assure you, and Steve Case or Jim Kimsey can correct me, two or three years ago, AOL was not making any

money from selling goods or transactions on the Internet.  This year they are making a lot of money from that.

CyberCash didn’t exist two years ago.  Today we are handling over 10,000 transactions a day, and in the trans-

action business, 10,000 transactions is nothing.  But they all start here and the ramp of the curve is like other

transaction businesses I have seen. They start doubling at 50% per quarter and you put those compounding rates

on them and you get to be a serious business in not too many years.

MR. KIMSEY:  Bill’s exactly right.  Our strategy at AOL, and Steve is out there, has been implemented very well.  You

get a big footprint. Once you introduce the transactions, they will start up that curve, as Bill has indicated.   It’s

becoming a very significant part of our revenue stream.  It will continue with Bill and other folks’ help as they build

better and better tools to make it secure.  It will become an increasingly larger part of our revenue stream.

Business, Schools and the Net

MS. BRACEY:  My name is Bonnie Bracey. I got a pretty good education from 36 CEOs on the National Information

Infrastructure Advisory Council (NIIAC).  Business and education don’t even know how to talk to each other.  Gary

Beach of ComputerWorld issued an invitation to  CEOs to take a day, and look at their schools like they look at their

businesses. What is the infrastructure?  Is it going to work?  How do we marry schools and businesses in such a way

that each benefits the other?



MR. KIMSEY:  This was a significant topic of discussion at America Online’s last board meeting.  It has been our

intent for a long time to marry the interests of the Internet and education, particularly AOL’s interest in education.

It’s a daunting proposition, because of the way the education institutions are organized.  It’s less easy than we

had originally thought.  But the unanimous consent of the board was that we were going to redouble our efforts,

devote more marketing.  There will come a time—we have reached critical mass in terms of subscribers and con-

sumer interest in the Internet.

We think that there is a national marriage of education and this technology.  We think AOL’s perfectly positioned

to help teachers communicate with their students and communicate with parents.  There is a whole raft of tools  that

will make the education process richer, fuller.  We mean to figure that out, and we hope to engage the educational

community in helping us figure that out.

But there are not three people to whom you can go.  Educational organizations are spread throughout the

country that have well-publicized views and differences and political issues, and trying to cut through all that—

because, after all, we do have an obligation to our stockholders to find the right formula to marry those two commu-

nities together—is a challenge we are going to take on and hopefully sell.

MR. MORINO:  Bonnie and I go back on this subject.  I think what Jim is saying is instrumental.  Let me tell you our

experience. Go back to the ’60s and ’70s.  Corporate America threw computers at themselves and watched them-

selves waste money.  It wasn’t until the late ’80s that you started to see major questioning about where the value was.

I will say something that will tick a lot of you off:  The worst thing we can do is to simply stick wires and comput-

ers in the schools.  We are going to wire a lot of schools and everybody is going to laugh because there will be wires

hanging from the ceiling and not being used.  I can take you to schools in the city where that’s the exact phenom-

enon.  People are laughing.  No one is taking time to teach the teachers, to affect the culture.

The teachers’ schedules do not afford them the time to learn.  There is no extra time for what needs to be done—

at least not easily. Teachers in certain counties are given a total of three to four hours of technology training—it’s

simply inadequate.  Just like in the corporate world, decades back, we face a cultural transition that is far larger and

more important than simply installing the technology.

We work with an inner-city group in New Haven, CT, called Leadership, Education and Athletics in Partnership

(LEAP)—it’s one of the best programs in the country. When we first got involved three years ago, I said we wanted to

talk to them about e-mail.  Henry Fernandez who runs LEAP said, “Are you crazy, you want me to learn e-mail?  I’m

trying to teach kids to read, keep them out of jail and you want me to play with e-mail?”  A year later, Henry was on

a panel with Reed Hundt, Chairman of the Federal Communications Commission, to discuss the importance of

telecommuncations reform and access for people in low-income neighborhoods in front of 2,000 people.

Today, LEAP goes into schools working to understand if the culture of the school can even assimilate technology.

Then they begin to work with the teachers before anything is even put into place.  Gradually the technology is

brought in.  Now you have a receptive audience. You work at this as a holistic problem including the principal,

teachers, administration, students and parents.  Many in business understand that the challenge is the system and

process, not the technology.  We need these people of the business world to help the schools with this kind of

cultural assimilation and not be so anxious to force technology down their throats.

The Mom and Pop Shop

MS. SHORE:  My name is KC Shore with NetLimo.  The mom-and-pop shops have been the backbone of our American

business culture and our growth.  How do you see the future for the mom-and-pop ISPs and web designers in view of

AOL and DoubleClick and giants like that?

MR. MELTON:  I’ll take a go at it. There is that old New Yorker cartoon with two dogs sitting in front of CRTs typing

away madly.  The one dog says to the other one through his e-mail “The thing I really like about the Internet is that

nobody knows you’re a dog.”

On the Internet, you can be Citicorp or you can be a little bank that has one server, and really, nobody knows the

difference.  In many ways, the Internet levels the playing field.  It does give the opportunity to a ma-and-pa shop with

a bright idea and really delivers service to gain scale.



Obviously, it’s not that easy all the time.  Microsoft, by just being Microsoft, has a huge advantage, no question.

But the Internet does create opportunities.  Nobody ever promised anybody a free lunch, but the Internet does

provide more of a level playing field than most of the traditional, physical-based systems.

MR. KIMSEY:  A part of AOL’s strategy is to embrace many of these businesses, these mom-and-pop shops, and give

them some platform to work from.  And an audience to reach.

MR. MORINO:  Two specifics on the ISP side.  There is no doubt you will see national competition and consolidation.

It doesn’t mean the elimination of small ISPs, but it will change demographics, as we know them today, dramatically.

That’s one challenge.  A lot of people in Web site design today are going to be in trouble.  What they know is the Web.

The trouble is, that’s not the product.  In the business world, the customer wants the solution, not a Web site.  Please

understand: successful Web companies that are really making money and connecting with businesses understand

the culture of the Web, but more importantly, they understand business and how the new technology can change the

business process.  They have the affinity to understand.  Knowing Web design itself is simply not enough.  It may give

you a good job, but it’s not going to be the basis of a long-term sustaining business.  You have to apply that knowledge

to understand and provide the solution.  It took the information technology industry a long time to learn that.

What’s the Capital of Capital?

MR. GROSS:  My name is David Gross.  I want to commend FBR for creating a no-monkey-suits policy.  My question is,

well, more of a scenario.  If you want to be an entrepreneur, you have to be at the right place at the right time.  Say I

have developed some ideas and worked with some partners and I’m ready to go out and get some early-stage capital.

Given that the supply of capital may not be as great as it is in some areas we talked about, particularly Silicon Valley,

is there a risk that I may not get the valuation or the amount of capital here in the DC area because we don’t have the

supply of capital that Silicon Valley does?

MR. RAMSEY:  You know, that is a perception that I think will take time to change, but I think all you have to do is

look at the tremendous amount of activity that’s being generated across the board in bringing entrepreneurs from

just a notepad with a few good ideas to an actual early-stage product, or a software program in beta test.

All you have to do is go to the Netpreneur Exchange site [http://netpreneur.org] to source all of these different

providers of capital.  They don’t all have checks that they can write that will get you going with one person, but it’s collaboration,

just like we see in this room tonight.  Breakfast clubs, luncheons, across the board for early-stage seed capital.

Groups are popping up that are willing to back, both as angels and as groups, business ideas across the board.

It’s like anything in life.  The perception takes time to change, but I think the reality and the underpinning is that you

have more sources now than this region has ever had, and I think it’s going to explode in terms of size and scope.

MR. MORINO:  Valuation is not geographic.  I have no doubt about that.  Let me tell you, for an international invest-

ment, it doesn’t matter where that company is.   The valuation is going to be calculated to the value of that firm,

regardless of where they sit.

Expanding the Internet Market

MR. LaFEVER:  My name is Gary LaFever. I’m with Women’s Connection Online.  I would like to thank the Netpreneur

Program for all that they have done, because they have done a great job in creating the kind of environment we are

looking for.  I’m curious to hear a response from the panelists on the likelihood of success in the smaller companies.

It’s where the public is going to be.  AOL has approximately 50 percent of the people who are online.  It seems like

a lot of business models—whether content-driven, product-driven, whatever—are geared around chasing the same

people that are online today. Obviously the real opportunity is people who are not online today, and there is a

reason for that.  Either there is not compelling content, or the technology is not easy enough to use, or the costs are

too high or their needs are not being served.



Perhaps it will be the smaller entrepreneurs that are thinking a little ahead of the curve, thinking about the

needs of the general populace, and who aren’t developing products in the office but rather living in the real world.

The ones who come up with applications or products that solve real world needs.  I would be curious, considering

the firepower we have in front of the room, to get your observations.

MR. KIMSEY:  Well, as I mentioned earlier, one of the big challenges for AOL is to maintain that entrepreneurial zeal,

embrace new ideas and keep that same drive.

One of the policies of AOL is to go after and help all of those people who are not yet online to understand the

wisdom of why they should be, and, hopefully, to sign up with us.  That’s our goal.  That has been our goal from day one.

We want to be the Net for everyone.  We want to bring the technology, make it affordable and make it easy for

everyone to use.  In doing that, lots of folks are going to have great ideas.  We hope to build a fire and entice all of

these folks, like little woodland creatures, out of the woods.  Draw them to us and hopefully make their lives better

by helping them become part of our community.

I think, as all of the members of this panel have pointed out, this is a brave new world.  There’s lots of room for

everyone.  Even though we are the biggest brand name in cyberspace, we recognize that we don’t have a corner on

technology or new ideas or any of that.  And, hopefully, we can help all those who do have good ideas establish their

mark in this world.

MR. RAMSEY:  Let me try and take a very interesting angle on that.  I think what’s maybe more interesting that you

probably can’t track is how many people have been online and probably will never come back, based on their

experience.  I think it’s important to understand that.  From my point of view, if I thought the Internet was going to

stay like it is today, I would have no interest.  People said the same thing about the first Apple PC that you tried to

screw around with.  You have to think of the Internet as fast, ubiquitous and a dialtone. You don’t pick up the phone

to hook up to another analog device.  It’s a dialtone.  Browsers are going to be built into everything.  I don’t hear a

lot of this talk, about how many people want to boot up Windows 95, try it again, dial in, busy, dial in, busy, just to

pay a couple of bills.

MR. KIMSEY:  Give us a break here, Russ.  We are over that problem.

MR. RAMSEY:  You have to understand how fast that is changing.  A billion dollars used to be a lot of money, but

today it’s just a dinner conversation with Bill Gates.  Think about what the world is going to be like when you

actually don’t even think of whether I’m on the Internet or not, I’m just communicating.  And that’s when AOL will

have a $100 billion market cap.

MS. SMITH:  Mr. Kimsey, do you want to respond?

MR. KIMSEY:  I highly endorse Russ’ prediction.

MR. MELTON:  Whether it’s on the Internet or in the physical world, studies show that primary innovation comes

from small companies, non-mainstream companies, the new companies.  We know that.  You have to counterbal-

ance that with the fact that in the physical world we have the statement that the real estate people have taught us:

location, location, location is everything.  I would suggest that in the Internet, we have a problem, or an issue, or a

statement, that distribution, distribution, distribution is everything.

That is a counterbalance to the other fact.  But the point is that if you really have good ideas, good creativity,

and you can find some sort of a niche market to hone it, to develop it, then you are going to have all kinds of people

who will be more than glad to help you.

You have people who will capitalize it.  There is an avenue.  There is a rising tide, and a rising tide will lift large

boats as well as small boats.

MR. MORINO:  We often talk about an Internet issue, and we don’t make a distinction between the consumer and

business marketplaces—they are materially different.  Today, it’s going to be much more difficult to get consumers



online who aren’t online, than to provide solutions that will penetrate the business markets.  If you have a solution

for the business world, they will buy it.  The checks are there—it’s a value versus cost issue.

The other thing to realize is how fast the availability of high bandwidth is changing things.  I was on a radio

interview last night where the host and I discussed our Net access.  I have an ISDN line to my home, and he uses a

cable modem that runs about  ten times faster than what I’m seeing with ISDN.  As we increase the bandwidth, we

will experience one of the time-proven rules on online systems—as response time goes down, demand will increase.

What you will find is an absolutely insatiable demand to do more for a long time to come.  The faster response time

not only serves the demand better, it actually creates additional demand as we learn to do different things with the

information that we can now receive faster.  And, our bandwidth will continue to improve dramatically because the

demand is there and the technology is coming fast—wireless delivery, cable modems, better compression over cop-

per.  We will witness growth along the geometric curve that Bill mentioned.  We’re at the bottom of that curve and,

when it pops, it will go straight up.

Helping the District

MS. CONNELLY:  My name is Sherrie Connelly of The Strategy Foundation.  The reasonable success of the high-tech

Netplex depends on the District of Columbia.  A large financial institution recently announced a $4 million gift to the

District.  What can high technology business in and around DC do for DC regarding partnerships, funding, perhaps

MacArthur Fellowship kinds of things, entrepreneurial incubators, expanded science and technology news service, or

other ideas that you have had, and what about the role of Congress and politics in carrying this forward?

MR. MORINO:  Let me start with the beginning of your question.  I think a lot can be done without trying to delve into

the politics you are talking about.  First of all, let me mention the effort around Potomac KnowledgeWay that April

Young is leading.  For example, a number of firms are coming in from the suburbs to work at Ballou High School to

teach kids to become engineers.  You are seeing the beginning of the types of solutions that make sense.  From my

perspective, right or wrong, I have seen a very different attitude from executives of the high technology firms in the

suburban areas of the region.  I have had the pleasure of being around these firms and leaders that are beginning to

see how they can effect change in neighborhoods throughout the region.  There is a change in the consciousness.

That may be the most significant thing that’s happening.  We shouldn’t delude ourselves to say we are going to

create jobs for everyone through the Net and interactive media.  The workforce issue can be approached by at least

several paths.  There are, in fact, very creative ways that we can work within city areas and rural areas to create new

opportunities for work for individuals; we can find people and youth with the talent and, yes, they can become

“knowledge workers” in the truest sense of the word.  We can help a lot of folks find work in areas servicing the

knowledge worker industries from laying cable to doing computer maintenance, and we can find ways to better

match supply and demand for service and labor to job opportunities.  I think you are seeing steps being taken by a

number of proactive groups.  On Congress, I’ll defer.

MR. KIMSEY:  I would second that. I’m involved in every charter school project in the District except one.  And I was

born and raised in this area, and I’m very upset about what’s happened to it.  So I’ve become much more motivated

and inspired to do something about it.  I’m not alone.  As Mario said— once you get enough people with enough

resources whose consciousness is raised on this issue, we could talk about it for hours, how it came to be and what

ought to be done about it.  But once you get a lot of folks with resources focused on it, there will be a solution.  It

might take some time, but there will be a solution.

Connection and Participation

AUDIENCE MEMBER:  I came this evening because I was intrigued by what a netpreneur was, as I was surfing the Net.

There was an earlier question about intellectual capital.  I’d like to see how we can take this discussion format, and

actually make it into a participatory group.  We have 750 people here who seem to be very fervent and motivated.

We do this at work.  We do it even if people didn’t ask us to.  So the question then is how do we create businesses or foster

businesses by actually having all of these people work together more than just making it a question-answer session?



At the end of the night, I will have met a few people and listened to a few ideas, but that doesn’t really help me.

What really helps me is if I actually participated in an activity.  If we can come up with some real work that each one of

us can take or foster, and then create businesses or spawn many new ideas out of it—this is what I throw out to you guys.

MR. MORINO:  I’ll take it gladly.  I’d like to debate your first point.  I think you’ll find a number of people here that are

interested in simply making connections and introductions with others in the region—from funders to other netpre-

neurs.  One has to  realize how disconnected the region has been in this regard.  We can already point to a  number

of people, some here tonight, that have made connections, including netpreneurs with venture capital people.  That

is a function of this kind of meeting and a much needed ingredient for the netpreneur community and this region’s success.

Additionally, I think it’s important for this to be done in many venues—through discussion rooms, Web forums,

email.  All of that is being started at the Netpreneur Exchange [http://netpreneur.org] and we’d love to have your

participation.  In terms of physical projects, I couldn’t agree more.  We are working with a very prestigious organiza-

tion to develop a product education series to help netpreneurs go from product conception to marketability.

There are also advisory and mentor programs we can connect you with, like the Dingman Center at the Univer-

sity of Maryland, Georgetown University, George Mason University and others in the region.  They need and want

partnerships with people like you.  At the Netpreneur Program we want to be the glue to help get you together.  I ask

that you raise specific opportunities to us so we can help your efforts.

AUDIENCE MEMBER:  I’ll do that.

The Software Sector

MR. MANDEL:  I have both a comment and a question.  My name is Tom Mandel.  We create models, metaphors and

software to live in focused communities online. I just want to say I really appreciated the last comment and what Bonnie

said about the importance of education. One way or another, entrepreneurship has to be about changing the world.

My question is—I moved here about five years ago from northern California, and so I have had a chance to see this

incredible flowering that’s happening here.  It’s really just extraordinary what’s happened in the last few years.  Still,

my question is, is there enough support for new models and ideas for software?

One of the places that I think we could do a better job in this region is being more receptive to innovative ideas

and models in the area of software.  I’m wondering if anybody has any ideas.  That seems to be a Silicon Valley

specialty.  I’d like to see more of that here, partly because I’m in the business, of course.

MR. MORINO:  I could not agree more.  My roots are software.  We have a lot of software people who work in applica-

tions development and in service capacities, yet that is a different set of skills than those of a product software devel-

oper.  There is a major difference between the two and we need to take steps to help develop the number and quality of

product software developers in the region.  For many years, we had few product people, but that is changing for the positive.

There needs to be a better awareness and cultivation of product mentality. I think you are beginning to see the seed of that.

We were at a meeting called Mindshare, a program of the Northern Virginia Technology Council (NVTC).  There

were 30 firms in the room, all of which are money-making companies.  I was very surprised how advanced this was,

honestly.  If you were to get all the software firms together 15 years ago, in the Tysons Corner area, my old firm would

have been there and, along with a few others, we would have filled the six stools in the north corner of Clyde’s bar.

That’s why I was so amazed to see 30 of them in one room together.

Recently, several folks have come to us to help start a Software Forum where software developers can come

together and get better engaged.  This would be an important step.

I have been impressed with the region’s tremendous competencies in communications, in systems integration,

and in content and information product creation—all of which are probably superior to that of the Valley.  In soft-

ware, however, there still is a big difference.  It’s an area where we need growth and development.  Fortunately, it’s

happening.  We are beginning to grow our own.  If you look at a firm like SpaceWorks or PLS, they have software

people and as they expand they may take in folks with software backgrounds that are in service or application fields.

Over time, these folks gain pure product software development skills—and the critical mass starts to develop.  We

will see a spawning of more and more talent in the software industry.



MR. MANDEL:  I’d like to see at least some more focus in the venture community in this area—an awareness, a

reaching out, and looking for new models and so forth.  Thanks.

Breaking Down Barriers

MR. POWELL:  My name is Tom Powell. I’m with TPG, Inc.  I live just outside the Beltway in Orlando, Florida.

You can’t get there by Metro, I know that.  I appreciate the comments that you have made, the very positive

ideas that you expressed.  I wanted to ask you a rather open-ended question.  What do you see as the

barriers to the expansion of electronic commerce?  Stated another way, if you were not one of the Barons,

but you were starting up your company, what would concern you most—perhaps the regulatory environ-

ment or something else that was going to impede your business?  What would wake you up at night and

say, I’ve got to knock that barrier down before I can really move ahead with this idea and increase in the

area of electronic commerce?

MR. MELTON:  I think there are probably only two things that I would be concerned about.  One is content, and any

small company can be part of the solution. Unless there is really interesting stuff to go look at, to go consume, to go

read, to go buy, who wants to do it?  It’s just the very problem of shopping on the Internet today.  There have been

multiple articles written on what a painful experience that is, and how in many cases, there is not much to buy.

That’s obviously changing and will continue to change rapidly.  Content—rich, deep, wide, broad content—that has

to happen.  That is happening, and you will be part of the solution.

The other thing is what Mario is talking about, and that’s bandwidth.  We are all trained to receive and look at

those 30 screens per second on our TV, and when you get the one screen per 15 minutes on your 1200-baud mo-

dems, that’s not very pleasurable.  Obviously, that’s an infrastructure issue that is being solved, and certainly within

a matter of three to six years, I think it will be totally solved, but it is certainly a barrier.

Where Do You Get Your Information?

MR. FUNGE:  Hi, I’m John Funge from Clara Vista Corporation.  One of the real challenges I find in being a netpre-

neur is that you really need to stay on top.  Knowledge is your edge.  It’s where your ideas come from.  It’s how you

know how to change your business.  The market is so dynamic, the half-life of these ideas is very fast.  I was

wondering if each of the panel members could tell me his two favorite sources for information relative to his re-

spective business and what amount of that comes from online sources as opposed to conventional sources?

MR. KIMSEY:  Two favorite sources?  I think we have assembled a group of folks at AOL whose job it is to do that.

Obviously staying online is all part of that.  It’s a daunting prospect, and there is a proliferation of things going on in

far-flung corners of the world.  And to understand what every garage as far away as Bangalore, India, has got inside

it is a increasingly complex and difficult problem.  It’s kaleidoscopic—it’s different every time you look at it.  Obvi-

ously, you rely on the infrastructure we created at AOL. One of Steve Case’s primary functions is to make sure that he

has the resources to stay ahead of all of that.

Obviously, we have tried to build tools to do that, because you don’t want to be sort of fat, dumb, and happy

and think you have it all, because the world is becoming exponentially more dynamic than it already is.  It’s an

increasing challenge.  You can’t say these are my two favorite ways, because those two ways may not cover it.  You

have to be looking for all the information from as wide a range of sources as you can possibly get.

MR. MELTON:  Very simple.  Just give up sleep.  More seriously, the online source is probably one of my major

sources of information, and there are tremendous feeds of information all the way from filters and news services

and certainly one, the Washington Post, which I read online more often than I read the physical.  The Wall Street

Journal I read online primarily.  Perhaps on the weekends I read the physical.

The other is that nonstop e-mail.  I probably get 100 or more e-mails a day and that’s coming from all corners,

people saying: Did you see this? Did you see this?  But in addition to that, whether it’s a virtual community or a

physical community, you have got to get out there and be in it.  It’s not just in this area.  You have to be out in this



community. You have to be in the West Coast community.  You have to be in the European community.  You have to

be in the Far East community.  All of these places, things are popping all the time.   It’s face-to-face time physically

and face-to-face time on the Net.

MR. MORINO:  I couldn’t agree with Bill more.  It’s an old culture brought forward on the Net.  I always learn from

people.  In my other life in the software industry, I probably had 20 to 50 people that I could call for  given subjects.

That was it.  What I found on the Net is that it’s so fast and different, that you can’t get to the end source of expertise

so easily.  Instead you need contacts that can direct you to who is most current.  What I end up with is a list of folks—

routers—people who know the space and know who is doing what in it.  That, in turn, allows me to reach folks that

are directly engaged in my area of interest.

If I’m interested in search technology today, I don’t necessarily know the person who is doing the Harvest

Project in Colorado, for example, but I know somebody who can tell me what’s going on across the board in search

technology.  Then I can pick the five to ten people to reach out to and ask for help.  I pop e-mails out to these folks

when I have a question, and I am ready to help in return when they ask something of me.

Additionally,  we also enjoy a direct feed from the investment community, which also becomes a very powerful

source of intelligence as to what is going on.

MR. RAMSEY:  Well, in my world in the financial markets, which obviously live on moment by moment and particu-

larly between 9:30 and 4:00, every 1/16th, every 1/8th is driven by knowledge. Knowledge is power.  I have lived in

a world where there was always a desire to get an edge, and the evolution has been remarkable.

Just a few years ago, there were actually services that went by names like First Call.  People felt they could get

an edge based on being the first call.

Well, information has changed all of that.  The two traditional sources always were the Wall Street Journal and

the New York Times. That was the daily fix that you had for recapping the previous day’s financial markets and

getting prepared for the today.  Online has changed all of that.  Today it’s a constant flow of e-mails.

That points out an interesting contrast.  Warren Buffett, one of the world’s greatest investors, has written about

what he calls “franchise” companies.  Franchise companies are ones that have such compelling economic charac-

teristics—market share, enduring nature of the product, barriers to entry, pricing power,etc.—that even if he had a

billion dollars to start a competitor (this was written a while ago) he would not do so because of the power of the

franchise.  Buffet’s perfect example of the franchise company was Dow Jones.  Today, Dow Jones is precisely the kind

company that is under huge pressure and has seen the value of its franchise erode tremendously because of this

new communication medium.

Online Financing

MR. PALMER:  I’m Mike Palmer from Altimedia, Inc.  The panel has told us how much the Internet is changing our

lives and I don’t think anyone would disagree with that.  One of the biggest ways that the changes are taking

place is through disintermediation.  It is the realignment of the producer-consumer relationship, for example,

through online brokerage.  I would like to direct a question to the panel.  Perhaps Russ can kick it off. Tell us what

you think will be the impact of the new SEC filing and other regulations that allow individual corporations to do

self-sale and self-offerings on the Internet of their capital instruments.

MR. RAMSEY:  Well, this will sound incredibly self-serving because I’m an intermediary and underwriter.  In the

world of finance and actual taking and writing checks for enterprises, I think that, while there will be great strides

made in increasing the efficiency of information, videoconferencing over the Net, etc., I still think it’s a phenomenon

that requires not just initial funding, but all of the follow-through, information, creating liquidity, securities and

trading that needs a real physical presence.  Any lawyers here could cite you chapter and verse about the scams and

the fraud that have already proliferated over the Web, and unfortunately, I think there will probably be a lot of

people who will lose money in those vehicles.  I think there’s a long way to go.



Comments

AUDIENCE MEMBER:  I really just have two comments, one on education.  As president of my company, I have taken

in interns from the various colleges in the area, and those students have gone back with their knowledge and told

their friends.  I really think maybe that’s the way that we can get the colleges and students  studying communications

that we need to help us out for free with their knowledge,  and they also help us learn.  My other comment is that I,

too, would like to see the venture capital people turn their heads toward the software people, those that are trying to

put an idea together.  Thank you.

Virtual and Real Estate

AUDIENCE MEMBER:  I’m in the commercial real estate business.  I’m with Madison Capital. I’m here because I’m

excited about what you are doing.  My question is this.  How do the four of you panelists see changes in the use of

space in office buildings, industrial buildings and retail facilities over the next ten years?

MR. KIMSEY:  Well, I will say that we have enticed the founder of MTV to come be an integral part of our company,

and his prior job before doing that was running Century 21.  Bob Pittman, I think, pioneered some marriage of the

Internet with the real estate business.  To the extent that people working at home create a different dynamic in

terms of office space and building leasing and so forth, I think it will certainly have an impact.

I’m not sure we know exactly what that impact will be, to the extent that you can say there is a proliferation of

appetite certainly in the Washington area, certainly in Tysons, for office space.  How much that’s impeded by the

drag on those people who work out of their homes, I’m not sure.  But I know that office space has skyrocketed in

terms of price and vacancies.  I think there is always going to be an appetite for office space.  I think with so many

people working at home, maybe it won’t be as much as it used to be.  Maybe they won’t need as much office space,

but I think there will be a marriage of the real estate business and the Net technologies.  And there already has been.

MR. MORINO:  There will be an impact on real estate, but it may come in ways far different than we might be

assuming.  I do not believe that offices will be eliminated.  Changed, no doubt, but eliminated, no.  One place we

may look to as a precursor is the more modular building that typifies the technology firms in Silicon Valley.  You see

buildings in a more modular, flexible structure there. The need for flexibility in moving people becomes paramount

in our industries, because the people change so fast, hence the ability to reconfigure, to do hoteling, to do teleporting

will all play a role.  Even with many more folks working out of their homes, they will still have to come together from

time-to-time.  The nature of each business will dictate that frequency and, therefore, their real estate needs.

Services on a Shoestring

MR. McCOMB:  My name is Jeff McComb.  I have a small start-up company called Ideal Destinations.  This is my first

elbow-rubbing session with this many people in this industry. I’m extremely excited about it, but I think demographi-

cally I fit into one of those categories that’s been discussed before, and I think that an awful lot of us in this room

probably do.  What I mean by that is we have what I call the techies, the marketers, and the business people.

I’m a marketer.  I have marketing ideas.  That’s my field.  But I have very little expertise in the other two areas.  I

have scratched around and clawed and hunted under rocks for all the help I could find to try to get my ideas into

software and online.  What I’m getting at has been touched on before—about an organized effort to start up the

small entrepreneurs who have an idea and want to develop it to get the kind of help on a shoestring that they really

need.  That is the problem—the shoestring.  I guess, just as far as the real practical nuts and bolts, for instance, is it

possible that the Netpreneur Program could foster a network of people in general expertise areas?  For instance, the

small software developer, database developer, the accounting student at the University of Maryland getting his Doc-

torate who can run your books for you.  That kind of expertise on a shoestring.  I wonder if that’s in the plan.

MR. MORINO:  Yes, to a degree.  There are already services here doing some of that.  The Dingman Center for

Entrepreneurship at the University of Maryland, groups at George Mason University and others in the region offer



such services.  I wouldn’t say that such places are abundant, but there are 10 or 15 places in the region that you

could be pointed to.  There is a bigger issue in terms of connecting people who need different skill sets and we hope

to help in some of this.  We have already been doing some of that brokering.  At least we can make introductions, if

not, even cultivate relationships to a degree.

There are also different ways to address this need.  One firm, with a product for corporations to better manage

their travel process and costs, was put together by six people who today are all partners in the firm.  Each brought

a different skill to the table from finance, to marketing, to technology.  All six are still working their jobs with other

firms as they get their new business launched.  They each took a part of the action.  They now have a new company

and they each own a part of it.  They found another way to get the help and resources they needed.

The Need for Balance

AUDIENCE MEMBER:  We have heard a lot of reasons and characteristics that are needed to be successful as entre-

preneurs.  I notice in this pamphlet about the Barons, you each have three children.  I wonder if that’s an important

ingredient as well.  Given all the demands of being an entrepreneur, what are the challenges in other aspects of one’s life?

Is it incompatible to be an entrepreneur and have other facets of life and a family?  I’d like to have all four of you answer

that question.  There are other things that make life go around.

MR. KIMSEY:  When you are lying on your death bed, you are not going to think about the company you built and

how much money you made.  All you are going to think about is your relationships.  If you don’t have a good relation-

ship with your kids and friends, then your life will have been a failure, period.  So yes, you have to have all of that.

You can be driven, but if you don’t have those other things in your life that make it all worthwhile, sooner or

later you are going to be sorry.  So yes, I think you have to keep a balance.  You have to understand that even though

you have the drive, the zeal, the superhuman hours—the additional challenge is to keep it balanced and realize that

you are going to have people in your life, or you could die a lonely old person who built a company.  If you under-

stand that starting out, I think you will lead your life somewhat differently to the extent that you interrelate your life.

In addition to all the people around you, once you start to have any degree of success, as has been pointed out

in this room today, understanding the environment and the community work, the absolute obligation is to give back

to that community.  And I think that private industry is in good shape resource-wise and skill-set-wise, to under-

stand the needs of the community and deal with them better than, say, the government is.  Private industry ought to

take that initiative, raise its hand, and make that effort.  I think to the extent that any of the people in this room start

to become successful, they should understand that.

MR. MORINO:  I’d like to add to that point.  First, I absolutely agree with what Jim presented and the importance of

making these value decisions for your own life.  Jim talked about those long hours—and don’t kid yourselves, they

are just that.  It takes a pretty unique individual, in all honesty, to manage it.  You’re making a life choice when

starting your own business.  That’s literally what you are doing.  You are making a life choice.  It will mean sacrifice

to a certain degree for you and your family.

You have to decide: do you want to create a mom-and-pop firm (that’s level one); do you want a quality-of-life

business that will give you a good revenue stream and some net worth (that’s level two); or do you want to go all the

way, to the “show” (that’s level three)?  The latter means one thing.  Get ready to stay in the kitchen a long time, and

it will be hot, difficult and, at times,  ruthless for that’s the nature of the beast.  No one will cut you any slack. No one

will give a damn because you have three kids and a spouse at home.  You have a choice to make and you have to find

a way to balance that for you and your family.

Defense Perimeters

MR. WONG:  My name is Lucas Wong.  I’m a netpreneur and I have come up with a great idea.  I have gone to seek

funding.  The people I go to to seek funding say it’s a great idea, it’s worth a lot of money, but the second you come out

to market, somebody will steal the idea.  They say, you have no way to protect it.  I say, I’m sort of stuck with a dilemma.

How important is it to create something that’s proprietary and do a patent and all nine yards to protect the idea



and the concept, and then go to market and have somebody like Microsoft, with that huge amount of resources,

come in and just steamroll you over regardless how much time and effort you put in to protect it?  I’m not quite sure

how to deal with the financial person to say, hey, I don’t know what to tell you.

MR. MELTON:  When I started VeriFone in 1981, the three big companies that were in the business at that time bidding

those kind of devices were AT&T, GT&E and a Japanese company. All the bankers told me the same thing.  I’m deeply

grateful that they all turned me down because I hung on to a lot more equity than I would have if they had given me money.

There is no protection.  When you jump in, you’ve got to jump in.  Yes, the big guys will try to steal your ideas, try

to buy you, try to work with you.  Part of building a business is building perimeters of defense.

First of all, you have to figure out how to make money, how to defend it, how to sustain it, and then, finally, you

have to make sure that you know how to grow it—several different operations.  This is too complex.  You cannot sit

down at the beginning and say what is going to be your perimeter of defense.

When you get into it, whether it’s getting hooked up with Apple or Commodore or whatever it is, you figure out

what you do, because at that point you know your business better than anybody else and you won’t know your

business until you get into it.  When you are in the ditches and you can’t sleep on the tenth month of the tenth year,

now you will have known more than the next guy how to be better in some niche or area.

MR. KIMSEY:  I’ll just add to that one thing.  We used to say this all the time:  Always remember and never forget a

big company will always screw you.  It’s part of their nature. They can’t help it.  It’s just what they do.  If you under-

stand that going in, you will figure out what you need to get from them.  People you deal with will change. The guy

that promised you he was going to do something, got promoted.  If you know that, and you understand it, then you

will position yourself to take advantage of whatever relationship you are going to have with them.

MR. RAMSEY:  I would just say everybody talks about proprietary ideas or technology, but I think there are very few

companies that’ll ever have the opportunity to set the standard.  At the end of the day, I think the only thing you can

ever really hope for is mind share that leads to market share.  You’ve just got to run.  If it’s a great idea, customers

will buy it.  It will feed on itself.  You’ll have a six-month, maybe a year-end window if you are lucky.  You have to build

market share if you can build those perimeters.  Every day it’s going to be different.  By the time it’s done, the

strategic thinking that you might want to put into it, is too late.  You’ve just got to do it.

Telecom and the Darwinian Imperative

AUDIENCE MEMBER:  I’m an out-of-work CEO.  My question is about something else.  One quick question for the audi-

ence, by a show of hands, how many people are still surfing at home on 28.8, 33.3?  Pretty much everybody.  I’d like to

know what the panel’s thoughts are on telecom regulation. It’s one area that’s been talked about a lot.  Last year we

hadn’t seen a lot of choices. I’d also like to see Jim’s response on the baby Bells going into the ISP business.  I guess what

I’m concerned about is that one of the reasons that the Internet has done so well in this area, as opposed to Europe and

Japan, is that it’s a lot harder for people in those countries to get flat-rate Internet access than it is here. I’d like to know

what they think about another region coming up with a high-speed Internet.  What will that do to our chances?

MR. KIMSEY:  As I mentioned earlier, people asked, “How are you going to compete with Sears and IBM?”  The same

can be said here.  How are we going to compete with the Bells once they get in this business?  They have never been in

this business before.  They haven’t shown themselves to be particularly adept in any other business than the one they are in.

I think we can safely say that we have been doing this for 12 years and “interactivity is us.”  We do know how to

do that and we look at all the competition with a very serious and wary eye, but I think we have established a mass

market.  We have broken into a mass market.  We have proved that that mass market model will work, that unlimited

pricing will work.  We made a profit last quarter.

We continue, we think, to forecast those profits, and so the model works; and as I mentioned earlier, the entre-

preneurial spirit, once we lose it, then we are vulnerable.  Obviously we’d like to have the turf all to ourselves, but

that just isn’t going to happen.  It’s a Darwinian imperative.  If we aren’t the best, we won’t survive.  We understand

the challenges and will continue to gird ourselves for battle and, hopefully, continue to improve our position.



MR. MORINO:  Deregulation did not go far enough.  We need to stimulate even greater competition in the local

exchange and long-distance markets.  The reform may not have focused on some of the intangible barriers to entry

that lend telecommunications an oligopoly or monopoly industry structure, and issues such as universal service

and access for all members of our communities are left in question at the end of the day.

MR. RAMSEY:  Again on the subject of speed, I just think to some degree we shouldn’t focus on what’s happened.

We have just scratched the surface.  It’s not even the top of the first inning.  Like Steve Case would say, it’s not 5 %

of the households online, it’s the 90% who aren’t.  We are spoiled, as Americans, wanting everything instantly.  I

happened to be at a conference in Greece and I ran into the young entrepreneur who has the only ISP in Poland.  He

hosts a weekly talk show because people want to talk about being online.  I doubt they can operate at the slow

speed that it’s now on.  That’s changing quickly, and you have to look beyond how difficult it is to get online and get

where you want to go.

Evaluating Companies and the Importance of Learning

AUDIENCE MEMBER:  I’m with NewBridge Networks and have a quick question for Russ Ramsey and Bill Melton.

Russ, what are the main characteristics you look for when you are evaluating a company for possible investment

purposes?  And, Bill Melton, there was talk earlier tonight about the importance of education to entrepreneurship.  I

notice in tonight’s program that you have a master’s degree in Asian studies and Chinese philosophy.  I was wonder-

ing how that led to a career in high-tech?

MR. RAMSEY:  Evaluating companies is very much an art, not a science, particularly around the Internet space.  I

think there are a couple of themes which are always the ones that I have come to look for:  first, what is the core

competence of the people putting things together?; and second, what is the sort of product or service that is being

proposed as a way to build a business around the Web?

Obviously in the commercial space, businesses that rely on physical movement of goods are probably okay.

Everybody else is vulnerable.  So whatever industry is being attacked, you want to look at the size, scope, growth

rate and potential for business-to-business application.  The consumer market is going to take longer. Every sort of

situation revolves around trying to understand how the Internet—which in my opinion isn’t about technology, the

Internet is about fundamental economics and the change in economics—what does the Internet do to the existing

business paradigm?  How is that consistent?

MR. MELTON:  You caught me.  You are right.  I do not have any training in computers or electronics.  And on the one

hand, that can certainly be a disadvantage.  On the other hand, anybody that took electronics as long ago as when

I went to school is totally useless today.  Really, entrepreneuring seriously is much more about learning how to

learn; nonstop learning. It helps to be a little bit of a social misfit.  It helps to be forever nonstop curious; then just

learning how to learn and how to learn with other people.  When I started out in the computer business, knowing

absolutely nothing about it, I was 100% dependent on the other people in the company who, by definition, knew

more than I knew. That generated a culture of respect.  On bended knee, you beg them, please help me here.  And

that creates a culture where you can continue learning, and admit that you make mistakes.

In all business, I think every entrepreneur that has been in the business says he is wrong at least 50%  of the

time, not 60% of the time.  You try to make  mistakes that are not fatal, but that you can learn from and learn with

your group. Sometimes it helps to be ill-informed.

The Net As TV

AUDIENCE MEMBER:  This is for Jim.  I have a personal pet theory that the Internet is much like TV—that when TV first

came on the scene, it was a very expensive thing to build, infrastructure-wise, and eventually advertisers took over.

Is AOL going to disappear because advertisers are going to pay for your service?



MR. KIMSEY:  They are paying us.  They are paying us right now.  And yes, that’s obviously a phenomenon that we rely on as part of

our economic model.  We hope that we can have this advertising be less intrusive and more enjoyable to the consumer than a lot of

people think that telephone advertising is.  But yes, it’s advertising.  As you can see in the deals we have done recently, it is a major

part of our strategy.  So although Prodigy sort of recognized that phenomenon when they started, their implementation obviously

wasn’t accepted very well, as the marketplace showed.  But hopefully, we will be able to figure that out, and I think we are well on

our way to doing it.  I think, yes, advertising is going to be a major underwriter of a lot of new services and technologies that are

brought to the marketplace.

Forming Alliances

AUDIENCE MEMBER:  I’ll make it quick. I’m the president of GovCon, a Web site that targets government employees.

We found that through forming alliances with other companies which have content that complements ours, we were

able to grow quite fast.  We have 65,000 registered users. What kinds of things can we do or would you recommend

as a large company—AOL, for example—that would help us form alliances with companies your size?  Because I think

we have already developed and carved out a niche that might be helpful for forming alliances with you.

MR. KIMSEY:  As I mentioned earlier, trying to find other people to carry water for you and to leverage other people’s

assets to your own benefit is a great tactic.  You have to find somebody and, Tom Sawyer-like, you have to explain to

them why it’s in their best interest to want to team up with you.  You have to figure out why some company would

want to get involved with what you have to offer that provides these services to government contractors.  I think it’s

just a matter of looking at who that might be and why that might be in their best interest.  It’s just a generic bromide

that applies to everybody that can go get other funding and other resources from somebody in whose interest it is

to line up with you.

The Next Killer App

AUDIENCE MEMBER:  I have a really short question.  The question is simply, I’m asking for a prediction from each

of you as to what’s the next big thing, in your opinion?  Specifically in Internet space, i.e., whether it was browsers

to push technology?

MR. RAMSEY:  The Killer App that all the technologists fear is telephony over the Internet.  That’s truly a killer that’s

probably sooner rather than later:  Broad-based telephony.

MR. MORINO:  I think community interest models are going to emerge as a really meaningful way for business to

engage their markets and stakeholders in the next 18 to 24 months.

MR. MELTON:  I’m going to pass.  I’m so bloody focused on making what we currently have work that I haven’t

thought about the next big thing.

MR. KIMSEY:  I think I’m in Bill’s camp.  I have no idea.  We have lots of things happening.  Clearly the technologies

are expanding and developing so rapidly that, as Russ pointed out, you are going to be able to talk to it, touch it and

the technology is going to come to you.  You are not going to have to understand anything.

It’s like the early days of cars.  A lot of people didn’t like to drive because they had to turn the crank, but once

you just turned the key, you didn’t care what happened.  I think all these technologies are going to come to the

consumer in a way where they can mindlessly interact with it so that it’s extraordinarily convenient.  It will be, as I

said before, underwritten by advertisers, so it’s very cheap, very affordable.

Content building.  To the degree that we can’t even anticipate some of the wonderful stuff as the band-

width expands and as the technologies improve, some of the stuff we are going to be able to do interactively

is going to be phenomenal.



part 4:  WHERE DOES YOUR FUTURE LIE?

MS. SMITH:  This has been fabulous. You are a fabulous audience for a great panel.  I want to intro-

duce again Mario Morino, founder of the Morino Institute and the Netpreneur program. Mario has

reinvented himself as a social entrepreneur and the grassroots leader of our region’s netpreneur

community.  Mario.

MR. MORINO:  Thanks, Esther! The good news is that I threw away about 90% of what I was going to

close with.  Thank you for your stamina.  You deserve an awful lot of credit for being here with us.  I

want to thank tonight’s sponsors and give a very special thank you to the Netpreneur team—you’ve

done a great job in putting this together.  And, of course, all of our thanks to Bill, Jim and Russ.  We are

proud to have you with us this evening.

After the session ends, please join us in a networking session back in the State Room. We have

some dessert and the dialogue will continue.

I’d like to leave you with a thought about where our future might lie.

Some people believe that the capital of Internet activity is in a Valley 3,000 miles from us or in a

rainy, northwestern city.  While it may be true for hardware and software, the Greater Washington

region can and will become the center of Internet commerce as we become the leader in using ad-

vanced technology to create, produce and deliver information products and services.  We can own

this space.  We own communications today.  We own massive amounts of content.  We have tremen-

dous intellectual skills and the know-how to assimilate, package and provide needed context to this

wealth of information in our region.

To come back to a phrase, we are really at the right place—Greater Washington—at the right time—

the dawn of a network information age.  We need each other’s help to create a culture and a community.

The culture and community is the safety net.  They are what allow us to leave a job and find an-

other, to share experiences, to share our successes and to learn collectively from our failures so we

can bounce back and do it better.  The safety net is our collective strengths.

The vibrancy of a netpreneurial community becomes your safety net for the economic future.  Help

us build that.  Help us come together with the Netpreneur Program.  Wherever you can, contribute

when it makes sense from your business perspective to bring groups together, contribute articles,

share your knowledge, get lively in debates and discussions, come forth with projects you think can

help to meld the culture and community in this region.

The Netpreneur Program is about creating a seamless flow of information exchange, relationships

and experiences.  That is what the Valley has benefited from over the years.  It’s not an economic

development strategy; it’s a social culture.  We have the chance to finally do that here.

You, the new breed of entrepreneurs, can shape this culture.  Please be an active part of changing

this region.

There may be some obstacles to our success—there always are.  If you see a lot of roadblocks and

are affected by them, then you may not be a netpreneur.  If you see over the roadblocks because you

don’t give a damn about barriers, you are there. You are a netpreneur.  You’ll figure out a way to jump

the hurdles; you’ll figure out a way to get through or get around what is in your way.  And, in doing so,

you will succeed.

Thank you for being here, and most importantly, congratulations for all the tremendous innovation

and excitement you will bring to this region.



AN EVENING WITH THE BARONS
James Kimsey • William Melton • Mario Morino • W. Russell Ramsey

part 1:  INTRODUCTIONS

 Good evening.  I’m Esther Smith, an advisor to the Potomac KnowledgeWay

Project’s Netpreneur Program [http://netpreneur.org] and former publisher of

Washington Technology.  Thank you to everyone here tonight—some 750 of us.

The  Netpreneur Program is the first major program of the Potomac KnowledgeWay, an

initiative founded to make our region the global center in creation, production and deliv-

ery of online information products and services.  The goal of the Program is to be

“network central” for our community of Internet entrepreneurs.  Well, we are having

a little problem with scale—We expected 25 people to come to our first Coffee &

DoughNets session. We ran out of space twice before we capped it off at 120.  Our

spur-of-the-moment idea for a meeting between netpreneurs and venture capital-

ists swamped the Grand Ballroom of the Tysons Sheraton Premiere.  We finally had

to cut off attendance at over 400.  We were still telling people this afternoon they

couldn’t come to this event tonight.  We had already outgrown two potential meet-

ing sites before we finally landed here at the Mayflower.

You ladies and gentlemen are worth every effort.  Incidentally, one of our chal-

lenges is that we have underestimated the energy, enthusiasm, talent and guts you

have—not to mention how many of you there are! We are running to keep up with you.

I have always believed our region is special.  Although it has not been known

in the past for an entrepreneurial culture, one is certainly alive and well today.

We have companies like AOL, CyberCash, MCI, Digex, PSINet and UUNET—un-

known names a few years ago.  They didn’t have a lot of counterproductive bag-

gage to carry into a new era of commerce and continuity. So they led rather than

followed. Our guests tonight have done it all in this revolutionary new arena.  The

Barons of the Beltway are not just ahead of the power curve—they defined it.

As Daniel Savarese wrote recently discussing Elizabeth Corcoran’s article “Sili-

con Valley Scramble” in the June 8, 1997 Washington Post, “I think we’ll see many

more startups in this area and the beginnings of a new Mecca for technology

ideas as entrepreneurs start succeeding and fostering the entrepreneurial cycle

we see on the West Coast.”

A Dialogue With The Original Netpreneurs

A Potomac KnowledgeWay Netpreneur Program event, hosted by
Morino Institute and TECHcapital Magazine on June 12, 1997.

© 1997 Morino Institute. All rights reserved.
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“There’s no place I’d rather be than the Washington Metro area right now,” Dan continued. “I get

tired of the Silicon Valley comparisons because we’re not going to be another Silicon Valley.  We’re

going to be something different, but just as innovative.  And we’re just starting out.  There’s nothing

better than being there at the beginning.  Silicon Valley is old hat now.”

Thanks, Dan, for saying that so well.

Tonight’s program is a spin-off from Shannon Henry’s fabulous cover story “The Barons of the

Beltway” in the premiere issue of TECHCapital magazine, a publication of TechNews, Inc., a subsid-

iary of The Washington Post Company. Making tonight’s event possible are the sponsors of “An Evening

with the Barons”: America Online, CyberCash, MCI Telecommunications Corp., Morino Institute, Pamet

River Partners, Riggs National Bank and TECHCapital.  Please join us in thanking each of these companies.

part 2:  THE BARONS

MS SMITH: The Barons are assembled here tonight:  Jim Kimsey, founder of America Online (AOL);

Bill Melton, founder of CyberCash and the author of the great quote that “if you are not on the Net

you don’t exist”; Mario Morino of the Morino Institute and the founder of Legent Corp.; and Russ

Ramsey, the founder of Friedman, Billings, Ramsey & Co. (FBR).

Each will give a seven-minute presentation and then we’ll move on to audience questions and

comments.  The event is being videotaped and transcribed.  Information from this evening will be

disseminated and press is in attendance.  What you ask tonight might wind up on the front page

tomorrow. We want an open, informal session, an interactive dialogue among netpreneurs and these

industry leaders.  We’ll begin our openings remarks, starting with Jim Kimsey.

Jim Kimsey—Gee, That Sounds Exciting!

Thank you, Esther.  “Barons of the Beltway.”  It sounds like a yuppie motorcycle gang.  And most of us

don’t qualify, except for Russ.  Sorry, Russ.

What I thought I’d do is mention some things about the little-known genesis of America Online

that might be of interest to you.  It may be relevant to how you think about cyberspace and the

opportunities that are being presented here and how you might take advantage of them.

AOL’s unlikely beginning occurred on the banks of the Colorado River when a college classmate of

mine and I were taking our sons on a trip, and he told me about an investment that he was making here

in the Washington area in a company that downloaded video games over the telephone.  At the time I had

very little knowledge of high-tech companies and I said, “Gee, that sounds exciting!”  And I invested.

Because of my geographical proximity to this company, and as it got into more and more trouble

because it caught the wave of the video game craze at the peak, I became embroiled in this venture.

While it sucked up $200,000 of voluntary and involuntary contributions, I was with a group that was

taking a bank holding company public, and I got a questionnaire from the SEC that asked, “Have you

ever been involved as a board member or officer of a company within two years of its going bankrupt?”

I thought, “Oh, no, I’ll never be able to answer ‘no’ to that again,” so I became very motivated to

keep this company alive.  I tried to sell it to Apple, but at that time Steve Jobs and John Sculley were

rolling around on the floor and I couldn’t get their attention.

So I went to Commodore.  Maybe some of you can’t remember this far back.  This was in 1984,

early ’85, and at that time, Commodore was a billion dollar company and the major presence in the

home computer market.  Luckily, I hit it off with a guy that ran Commodore.  He was too smart to buy

this downloading company, and he suggested that we start a new company, use the old technology,



marry it up with some new technology, and use Commodore as a distribution vehicle.

In those days, as I said, Commodore was a big high-tech company and we were very happy to get

their sponsorship.  Today, Commodore does not exist.  It was liquidated for the benefit of creditors.

High-tech is indeed a slippery pole. It turned out to be a fortunate thing for us because we had

solely tied our fortunes to Commodore’s wagon.  We were then forced to deploy ourselves across an

array of platforms and become much more accessible to those who would distribute us.

There was another lesson learned in all of that.  Prodigy—then known as Trintex before CBS

dropped out—had started a year ahead of us, backed by IBM and Sears.  Everybody used to ask

me, how on earth are you going to compete with IBM and Sears?  And here we are 12 years later.

I started AOL and Quantum, which became AOL, in 1985.  Prodigy has sucked up at least a billion

and a half dollars of IBM’s and Sears’ money, maybe a little more when you count off balance sheet

financing, and they have somewhere under a million subscribers.

We burned $10 million in venture

capital money and have 8.5 million

subscribers.  It’s not because we

were so smart; it’s because we didn’t

have any resources.  IBM and Sears

had tons of resources.  We had a very

tiny amount of money, and so we

were forced to use our wits and cre-

ativity to achieve our goals.  We were

forced to figure out how to leverage

other people’s resources for our own

benefit.  If we had all the resources

that Ted Papes, the founder of

Prodigy, had, I’m sure we would have

had big board rooms, hired a bunch of people, had committees and done all the things that big

companies do.  Big companies have a hard time competing.

Little companies compete well because they are wiry, they are slim, they haven’t beefed up

on overhead.  They are like little speed boats so when they see something change, they can

change quickly.  Changing quickly is the big challenge for big companies. So I always like to

recall our beginning, because this is the answer, in retrospect, to how we were able to compete

with IBM and Sears.

Now AOL is one of the top 25 media companies, we are the major brand in cyberspace, we have

7,000 employees and the challenge we face now is the same challenge that IBM and Commodore

faced.  You get big.  You get arrogant.  Arrogance is success’s evil twin.

The minute you think you know everything is the minute you are going to die, because you don’t.

You never know everything. And the challenge of keeping a big company moving like a speedboat

and able to anticipate challenges, respond to them, and keep the entrepreneurial spirit is a huge

one.  Very few big companies are able to figure that out, and it’s a challenge that renews itself daily.

There have been many interesting milestones along the way when AOL looked like it would not get

past the next bend in the road and we were forced to “huddle” down in the basement.

We were lucky because we had great people.  I was lucky because one of the early folks hired was

Steve Case, who started out as a marketing intern and, it turns out, always believed in this concept

that pretty soon everybody would be communicating by computer.  He had a vision.  He eats, sleeps,

breathes, thinks this vision.  He has perseverance.  I was very fortunate to have somebody like that.

Little companies compete well because they
are wiry, they are slim, they haven’t beefed up
on overhead.  They are like little speed boats
so when they see something change, they can
change quickly.  Changing quickly is the big

challenge for big companies.



My job was to make sure to remember business 101.  You have to have more money coming in than

going out.  Sometimes people forget that.  They get caught up in the elegance of it all and think the

masses should love this.  We love it.  We sit down in the basement playing with our stuff.  We think,

“Isn’t this great.  Everybody’s going to love it.”  Well, maybe they will, maybe they won’t.

You must find out and make

sure.  The lifeblood of all entre-

preneurial projects is money,

and figuring out where to get it

and how to keep it coming in.

It’s a lesson you can’t ever for-

get.  So I’ll leave you with that.

Our next speaker is Bill

Melton, who is on the board of

AOL and has been a great board

member.  Bill has started many

high-tech companies as you can

see in your brochure.  As you well

know, he has recently started his

own company, CyberCash.

Bill Melton—The 90 Degree Rule

I can say thank you to Jim for more than one thing.  When I joined the AOL board, I decided that to

keep myself interested, I should put a little money on the table.  So before I could get caught up in

insider trading problems, I bought a few shares of stock.  It’s been very worthwhile.  Thanks, Jim.

I’d like to talk about three things.  The first is creating efficiencies.  The second is coping.  And the

third is a kind of Russian Roulette, or what I like to call the “90-degree rule.”

In the Internet, here in this netpreneurial world, we are creating efficiencies.  We are figuring out

how to manage with one-tenth the resources it used to take.  And anytime we can figure that out, we

have an opportunity to take the $9 that we save and pass three, four, or five of it back to the con-

sumer, pass two, three, or four of that to the people who financed us to get started, and hopefully to

put a dollar or two in our pockets.

Creating efficiency is about cutting away any surplus.  This is what determines whether you are

going to be successful or not.

But enough theory.  What entrepreneuring is about most of the time isn’t such high-minded, philo-

sophical things as creating efficiencies.  It’s about coping, and this is the second thing I’d like to talk

about.  How do you get through today and tomorrow? How do you meet payroll on next Friday afternoon?

Back in 1972 or 1973, I started my first company.  I was going to automate the databases and the

telecommunications systems for a company, a series of franchises known as TeleCheck. TeleCheck

was a check guarantee business.  Of course, being a young entrepreneur, I had no idea how much it

was going to take to actually build the computer system that I promised.  I was just thrilled that

anybody would give me any business of any kind.

But I was willing to give a price.  So the guy at TeleCheck asked, “Can you automate my system?”

and I said, “No problem.”  He said, “How much will it cost?”   I said, “Thirty thousand,” which to me

was such a big number that I couldn’t imagine spending all that money.

About a year and a half later, having spent well over $120,000—and the system was not delivered

You have to have more money coming in than going out.
Sometimes people forget that.  They get caught up in
the elegance of it all and think the masses should love
this.  We love it.  We sit down in the basement playing
with our stuff.  We think, “Isn’t this great.  Everybody’s
going to love it.”  Well, maybe they will, maybe they
won’t. You must find out and make sure.



yet, of course—we were behind schedule.  I was in violation of every agreement that I had ever signed

with the guy.  He called me into his office one day and he said, “You know, Bill, you are a nice guy, and

I really appreciate how hard you are working, but,” he said, “I’m going to have to sue you.  You have

broken every promise.  You haven’t delivered.  The contract is a worthless piece of paper.  I’m a

responsible businessman—I just have no choice.”

So now this is an opportunity to cope. His name was Don.  I’ll never forget his name. Nice man.  I

said, “Don, I’ll tell you what.” I reached into my pocket and I pulled out my 1967 Volkswagen keys and

I laid them on the tabletop. I reached into my other pocket and I pulled out my checkbook.  I had $87.

I laid that on the table. I said, “Don, you can have my Volkswagen, you can have my checkbook, and

I will sign a piece of paper right here that says you can have every other earthly thing that I own on the

face of the earth except my wife and kids, and you won’t have to sue me.  I’ll save you a lot of money.

It’s in your interest, Don—and I’ll go out and get a good job someplace else.”

“Alternatively, Don, if you like, you can pay me $1,000 so they won’t shut off my electricity, and I’ll

go back to work.”  He wrote me a check for $1,000.

That was when I started my first

company.  Then there was another

company called VeriFone that some of

have you heard about.  That company

was started back in 1981 and was started

by a partner and myself.  I didn’t know

my partner very well.  Be careful of part-

ners.  He was going to bring all the

money and I was going to bring the mar-

keting and technology.  Unfortunately,

two weeks after we started the company

he had a stroke.  He became a vegetable.

And then I found out that he was bank-

rupt, divorced and being sued by three

former wives.

Meanwhile, I had made the commitment to get the company started, and I had a lot of people who

trusted me, so I had to continue.  No problem.  I went out and I sold some stuff.  Of course, I hadn’t

built it yet, but I sold it.

Then I took the orders and I went to my bank and I got a letter of credit that I could take to a

manufacturer in Hong Kong to build the stuff that I had sold. I got to Hong Kong and gave the letter of

credit to a manufacturer there, and they went ahead and built it and I went back to the United States

to try to sell some more so I could get the next letter of credit.

  Of course, I had forgotten, being the young entrepreneur, to make sure my insurance was in place

and all these business details.

At 2:00 a.m. about a month later, I got a call.  The entire load of stuff that I had bought from Hong

Kong was on a plane going through Alaska, and the plane had crashed on the runway.  The pilot had

bailed out, but all the cargo was burned.

Of course, with a letter of credit, as you understand these things, they already have the money

over there.  The people expecting the product are over here, and they have a very limited sense of

humor.  So what I had was another opportunity to cope.

I called the manufacturer in Hong Kong and I said, “What about insurance?”  And he said, “Well,

you know you signed a contract that said it’s freight on board, and that means once it’s on board, it’s

not our responsibility anymore.”

We are at the dawn of a new age, and all geometric curves,
as they sweep upwards and to the right, have to start some-
place and start very small. But they all start here and the
ramp of the curve is like other transaction businesses I
have seen. They start doubling at 50% per quarter and you
put those compounding rates on them and you get to be a
serious business in not too many years.



“Well,” I said, “you know that line of stuff that you have on your manufacturing process out there?

How are you going to get paid for that?”

“Well, aren’t you bringing a letter of credit next week?”

“Oh, I was,” I said, “but I can’t anymore, not unless the insurance comes through.  Look in your

drawer and see if you can’t find an insurance policy that will cover that.”

It was covered.  And VeriFone went on to be VeriFone.  I think the opportunity to cope never stops.

Even after the companies become the size of an AOL or they become the size of a Friedman, Billings,

Ramsey, there is something called quarterly

analyst reports.  And you cope.

You know, I have often thought that

entrepreneuring, to people who haven’t

been through it, must seem like nothing but

fun and games.  I sometimes compare it to

playing Russian roulette.  You spin the cyl-

inder and you pull the trigger once, and

nothing happens.  But you know, next quar-

ter comes around, and you get to spin that cylinder again, and the odds don’t change.  Every time it’s

the same odds and it’s continual coping, coping, coping.  Obviously, that’s the challenge.  That leads

me to what I call the 90-degree rule.

Jim gave you some stories about starting his company and he ended up very differently from where

he started out.  Every single company that I have been involved in ends up being rather different than

what we started out to be.  It’s like the old honeybee that goes out to get pollen and all the honeybee

knows is “I want pollen” and he doesn’t think anything else.  The fact that he ends up creating a lot of

honey turns out to be a side business, 90 degrees off from what he set out to accomplish.

If you start out for fame, for glory, if you start out for anything, you are not going to get it.  You are going

to end up getting something else 90 degrees off to the side. Basically, business is one large social experi-

ment, a social experiment with yourself, and a social experiment with those that you work with.

If you start out doing what is really fun for you, what you really like to do, you probably are going

to do it better than the next person who’s not having fun.  If you really do what’s fun, like the honey-

bee, hopefully you’ll create some honey.  Thank you.

I get to introduce Mario Morino.  Mario is a legend.  Anything you say about him is redundant.  He

has been there.  He has done it all.  He has created tonight.  The man is a nonstop creation machine.  Mario.

Mario Morino—The Right Place at the Right Time

Thanks, everybody, for being here.  The theme I’d like to weave through this short talk is the right

place at the right time.  We are at the very beginning of a new frontier, and from my perspective, one

that is dramatically different than what I stumbled into when my career began in the 1960s.  I believe

we are at ground zero in the Greater Washington region.

We are at a place of convergence that is making us different because we are sitting in the middle.

The fact is that communications (the pipes), computing (the process) and content (the information)

are all converging, and they are converging nowhere in the world better than in this region.

To illustrate how opportune the timing is, I’d like to quote from an article entitled “Sampling of

Start-Ups Shows How the Internet Inspires,” from the June 4, 1997, Wall Street Journal.  ”There has

rarely been a more fertile time to start a company.  Communications breakthroughs, including the

Internet, have lowered the entry bar and inspired new ideas.  In the first quarter of this year alone,

If you start out doing what is really fun for you, what
you really like to do, you probably are going to do it
better than the next person who’s not having fun.



venture capitalists invested in 281 start-ups, up 45% from a year earlier, according to a Price

Waterhouse survey.  Meanwhile, the survey found, funding soared 75% to $929 million.”

I want to go back in time, and I hate to say this, but some of you weren’t even born yet.  This is a

pretty disturbing fact for an about-to-be-54-year-old Italian.

In 1954, I took a course in systems design.  At the end of the course, the instructor made a com-

ment to the class.  He said, “Congratulations on finishing this class in systems design.  I wish you all

luck, but the trouble is that none of you are going to need it.  The good part of this class is that half of

you are going to be really successful.  The bad part is so will the other half.”

What he was trying to say is something that is with us today—that we are at the beginning of a new

frontier.  The frontier back then was computers in business, and where there was fear, uncertainty

and doubt, opportunity would be infinite.  I can’t emphasize enough how true that was in that era.  In

those days, if you could walk, talk, chew gum and speak computers, you were going to make it.  We

were at the right place at the right time.  It’s similar to where we are today.

Today success is about busi-

ness and interactivity and it’s about

a whole new consumer marketplace.

The possibilities today are far

greater in size and scope than ever

before.  None of us can possibly

comprehend what the future is go-

ing to hold.  The important message

for you is not that you are going to

be a netpreneur today, tomorrow or

even a year from now, but that you

step onto the field and get into the

game, because your time will come.

And the time in which you have this

opportunity will not pass quickly.

Opportunity alone never breeds success, but the netpreneurial zeal will.   It will increase your opportunity.

I want to go back and illustrate what I mean by “opportunity.”  As I said, back in the 1960s, I was

riding a wave in my career.  I broke into the field in 1964 at General Motors, which was considered one

of the Meccas of technology in this country.  It was an era that you can’t even imagine.  A whole new

generation of mainframes was going to dominate the computer scene for the next 20 or 30 years.  I

had an open ticket to learn.  I was there on top of that wave of opportunity, at that moment in time—

at the right place, the right time.

My first entrepreneurial venture was in 1968, in the military service.  A bunch of us, sailors by day,

had a company at night.  We tried to figure out how to manage, measure and account for timesharing

concepts.  We had no idea we were doing advanced work.  We were just doing work.

That group jokingly became known as Morino’s Marauders. It merged into a timesharing company.

In that transaction I learned how painful stock options were.  I got my first real test of equity, and it

taught me a lot—fortunately at a very low price—and it was a valuable lesson.

From 1970 to 1972 I was part of yet another company, and we were getting an edge.  We were

learning something that was way ahead of the market at that time.

In 1973 I met my partner, Bill Witzel. We did really well in 1973, but there were many folks who were

successful before us and even more who made fortunes after us.  Opportunity doesn’t just exist for a

day or a week or a month or a year – it went on for several decades!  Some say that opportunity is

Greater Washington is at a place of convergence
that is making us different because we are sitting
in the middle.  The fact is that communications
(the pipes), computing (the process) and content
(the information) are all converging, and they are
converging nowhere in the world better than in
this region.



passing us by, moving fast.  That’s not true.  We are on a wave that’s going to be 10, 15 years in

position.  And your opportunity is that you are getting in on the ground floor.

Whether you take advantage of your opportunities today, or two weeks from now, or next year may

not be relevant.  What is relevant is that you position yourself to be prepared for your opportunity

when it comes.  That is what’s relevant to your life today—to get in the game and to be prepared.

I keep looking back in my life to the amount of good fortune I had—being at the right place at the

right time.  I recall multiple points in my career until that opportunity came, when I met Bill and we

created Morino Associates.  I argue that you pick opportune times and make your own success.  This

is what is relevant.

We had enormous market op-

portunity, but in addition, you

must learn to measure and man-

age opportunities.  People were

spending a lot of money and they

were looking for answers.  We

had a solution that the market

very much needed.  The technol-

ogy came out of the late ’60s and

early ’70s and it became the in-

dustry of systems management.

Only a handful of firms were born

in the industry then, but it be-

came a multibillion dollar indus-

try with no let-up in sight.

We had an edge, and we capi-

talized on our edge.  We had

perseverance.  You laugh when you hear the stories about all the young companies today.  I remem-

ber the number of times we worked around the clock, the number of times we ate steak and eggs at

Toddle House, the number of times we did really stupid things.  That’s entrepreneurship, folks, because you

are living on the edge.  It’s that small company Jim was talking about.

You have no board room.  You meet in lobbies of hotels, maybe basements, maybe living rooms.

You have to be aggressively competitive.  We had focus.  Every time we said we were going to deliver

a product, we delivered it.  We never missed.  Most importantly, we had great people, people with

talent, people who genuinely cared.  One of our folks said we would rather have chewed off our right

arm than let the team down.  Whatever you do, that becomes your goal and role as individuals.

And now, once again, we are at the right place at the right time.

I want to give you an example of how important serendipity is.  Keep in mind that we went public in

October of 1986.  It was September of ’86 and we were figuring out our September close numbers

when suddenly the locked order for $300,000 that could never go away disappeared off the books.

We would now have a$300,000 revenue short-fall and miss our quarterly expectations—the IPO was

going south on us.

The next day, I was walking down the hallway.  One of our best and brightest salespeople was on

the phone with a client and she asked me to speak with him. The guy was talking about buying

$400,000 of software from IBM.  Well, we got really creative really fast.  We came up with a new

packaging strategy, a modified licensing agreement and we closed a $400,000 deal.  We made our

numbers and had a great customer story.

I remember the number of times we worked around
the clock, the number of times we ate steak and
eggs at Toddle House, the number of times we did
really stupid things.  That’s entrepreneurship, folks,
because you are living on the edge. . . .You have no
board room.  You meet in lobbies of hotels, maybe
basements, maybe living rooms. You have to be
aggressively competitive.



Think of how fortunate that was.  Walking down

the right hall at the right time. The right salesperson

on the phone at the right moment.  That IPO would

have gone south and we would have had a different

future.  Realize how fickle and tenuous the world is.

Being at the right place at the right time—and be-

ing prepared to act—is a very key element of success.

I’d like to leave you with some other lessons that

I believe I learned the hard way.

• Make sure you are in the game.  There is no ex-

cuse for not jumping in.  Whether you are going

to be a netpreneur today, next week or next year,

be ready when that opportunity comes.  This is

not about getting to a destination.  This is a journey.

Every step of the journey, you need to figure out

what you are learning that will make you better equipped.  Your next step may not be a netpreneur.  It

may be to a company with the right job so you can become a netpreneur the step after that.  You have

got to be on the edge.

• You must have something that makes you unique or you have no way to differentiate yourself in the marketplace.

• You must have a hunger to out-work those you can’t out-think, because there will be a lot of people

smarter than you.  You need to learn in the marketplace, not the office.  The worst systems are devel-

oped at the office.  Experiment, try things.  Be ready for the unexpected.

• Again, as Bill and Jim both said, respect the serendipitous nature of business.  Your life should be

responding, reacting, changing quickly. Surround yourself with people of ethics, opinions, talent and a

great will to succeed.  It sounds corny, but you are going to live and die by that creed.  Someone is going

to give a damn about you, and you are going to give a damn about them.

• Love what you are doing, be the best you can be and have fun doing it.

Thank you for the chance for all of us to share this.  We very much look forward to the dialogue that follows.

Now it’s my turn to introduce a legend.  Russ Ramsey is the president of Friedman, Billings, Ramsey & Co.

In the past several years, I have gained an enormous amount of respect for this company, seeing an in-

vestment banking firm come out of nowhere and take on national presence and national promise.  I think

it’s an amazing testament to the style they are engaging in and the direction that Russ is setting for them—

taking such a meaningful position in this whole new world of information technology and the Internet.

With that, I’d like to introduce Russ Ramsey.

Russ Ramsey—The Sun, The Moon and the Stars

I feel very honored to have an opportunity to speak in front of a group of aspiring entrepreneurs,

particularly entrepreneurs in the area of cyberspace, because I never really thought of myself as an

entrepreneur or as someone who would ever have an opportunity to talk about my successes.  I just

focused every day on how I could get up and make a difference and try to pay the bills.

I come at this discussion from a capital markets perspective, both worldwide and domestically—

how we find ways to capitalize and to provide the fuel for these businesses to move beyond the idea

stage, and beyond implementation.  This clearly requires having a little bit of a knowledge and an

understanding of what’s really happening in the bigger picture.

So, as I contemplated what I could share with netpreneurs who were looking to tackle cyberspace,

You must have a hunger to out-work those
you can’t out-think, because there will be
a lot of people smarter than you.  You need
to learn in the marketplace, not the office.
The worst systems are developed at the
office.  Experiment, try things.  Be ready
for the unexpected.



I thought I’d go to the only place I knew, which was maybe beyond cyberspace, and talk a little bit

about the sun, the moon and the stars, and about a kind of celestial alignment.

In life, you look at early childhood and at the formative years, and then you look at where you sit in

history, you never quite know where you sit.  In my work environment, for example, today was an-

other extraordinarily powerful day in the markets.  The Dow Jones closed for the fifth straight day at a

record high, and the index—well, you have an incredibly powerful capital market and everyone in the

business I work in is asking “When is it going to stop?”

We have had a tremendous year of unparalleled economic prosperity—an era when equities have

done well, when interest rates are low or falling—and when will it come to an end?  In my judgment,

it’s important to sit back and try to understand where we are today as it relates to both the Internet

space and particularly this region and the people in this region.  It’s important to take their talents

and to move them beyond an idea into a real capital formation and a real fungible enterprise.

I want to share with you just a little snapshot in history as I look at FBR, because we, like most of

the people who start businesses, at one point were too embarrassed to admit that nobody would

finance us.  Finally, we leveraged what little bit we had.  We hung out our shingle and we went about

trying to start a business.

This was after toiling together

for literally a decade, trying to

build a business, trying to fig-

ure out a way to exploit the capi-

tal markets and compete

against the giants in a business,

in an environment where no

matter how good we were, no

matter how smart, no matter

how hard we would work, no

matter how good our ideas,

without some macrochanges,

we probably would never have

the opportunity to be successful.

One of my partners gave a talk recently regarding this concept of the sun, the moon and the stars

coming together in a simultaneous alignment of the market.

The sun was this huge growth of institutionalization, the markets and this incredible amount of

capital flowing ever more freely to fewer and fewer hands and the ability of FBR—as a relatively

small-bit player—to reach out and grab billions, in this case trillions of dollars of investment capital.

The moon is what I would call the golden age of securitization.  It’s this vast amount of capital  being

married together with these incredibly growing enterprises and businesses that change the world.

The stars are the backdrop of this environment, in this inflationary world where you have a great

environment for the economy to grow, and you have all of this coming together.  For instance, in the

world of IPOs.  According to Standard & Poor’s, in the entire year of 1982, there were 30 IPOs that

raised $1 billion.  That mushroomed ten years later in 1992 to 400 IPOs and companies going public

in one year.  Last year, there were 730 IPOs that had new money to field this growth of $50 billion.

That, in my opinion, is where we are as it relates to this Internet space and this alignment of what I

would call the sun, the moon and the stars.

The major force is this firestorm of new technology that continues to sweep the world.  I use the

word “firestorm” to describe the rapidity of change.  A firestorm starts as a tiny spark, a fire that took

years to kindle and grow.

In the 15 or so years that I have tried to make a living in
this business, I have never seen a capital market that is
as powerful or open as it is today.  This capital market
is like a high-octane gasoline that is fueling these fires
from technological change and resulting in incredibly
swift application across the board.



Other forces are involved:  the moon—in this case, instant communication, largely fueled by the

Internet; and the stars—a wide open capital market that affects growth and the speed at which this

takes place.  Once this firestorm begins, the change of pace continues, ultimately affecting the economy

with repercussions around the world.  It’s this worldwide repercussion that I think is important for this

audience to understand.

This new technology, the computer chip and its vast amount of computing power, suddenly has

become the commodity that is most important in the world.  The most important commodities in the

world are not oil, copper or wheat.  Instead, they are the chip, they are the personal computer, they

are the vast amount of computing power and communication that works together.

I’d like to put this in perspective with what’s happening today in the world that you live in, with new

technologies changing every week, every day.  It may mean nothing to you to have prices decline by

30% a year, but if you applied these economies to a $125,000 car, it would cost $200 to build and it

would get 500 miles to the gallon.  So that’s the sun.

The moon is the explosion that is taking place in the ease of communications, in this vast amount

of information that’s available to everyone.  To you, it seems like second nature.  It’s no big deal to

you.  But you have to understand the context.  These changes are taking place at such a rapid pace

that it is changing the landscape of the entire world.

This explosion of information and access to information is putting pricing pressure across the

board—airline tickets and thousands of other services.  At our company, for example, the cost of

document retrieval used to run as high as $200,000 a year.  Today, it’s given away.

These changes are occurring across the entire planet.  Finally, though, and maybe most important, is

this alignment, this unlimited computing power, and this unlim-

ited communication.  This is the backdrop of the world that I live

in.  In the 15 or so years that I have tried to make a living in this

business, I have never seen a capital market that is as powerful

or open as it is today.  This capital market is like a high-octane

gasoline that is fueling these fires from technological change and

resulting in incredibly swift application across the board.

No longer is a discussion about how much someone’s house

has increased in value or some antique they have purchased.

Discussion revolves around mutual funds, the capital market

and technology.  This is a self-reinforcing model in which technology communication changes occur

and they yield productivity and enhance all of these various applications.

As an example, when Guttenberg invented the printing press, there would be millions of books in

circulation not 200 years later, but 20 years later.  This fuel is going to continue, in my judgment, to

feed the wind that’s at all of our backs; that will give all of  you the opportunity to capitalize your

businesses, to find capital to make the businesses grow and to allow you to implement your ideas.

One quick example of that is a press release that came out yesterday, I believe, that DoubleClick—

a fast-growing international Web marketing firm—closed on a venture capital round of $40 million.

That’s $40 million.  There was literally a feeding frenzy of some of the world’s best-known investors

looking to capitalize early-stage money in an otherwise risky venture.

Much of this excitement is created by what this company is doing with Web marketing and the Internet. $40

million exceeds by a magnitude of probably 120 what you would have seen in this environment as little as a

couple of years ago.  So it is  my opinion that we are sitting here ready—to take off on Mario’s theme—at the right

place at the right time. You all have an opportunity to implement your ideas, your concepts and your vision in an

environment where you’ll have the opportunity to make it successful.  Good luck.

These changes are taking
place at such a rapid pace
that it is changing the land-
scape of the entire world.



part 3:  THE TOWN HALL FORUM

On Education And Intellectual Capital

MR. WALKER:  I’m Bob Walker with Advanced Systems.  We have talked about the physical capital.  We have talked

about the financial capital.  But there is one area that has received increasing attention, and that’s the intellectual

capital.  It seems that we are in a position of making ourselves almost into a Silicon Valley, where we cannibalize

ourselves in that we are competing for the same intellectual resources—the individuals.

The programs we have to replenish the supply are downstream.  What are we going to do in the meantime?  How

are we going to continue this growth when the problem is not financial capital, it’s not physical capital, it is the people

necessary to provide the energy and the wherewithal to grow?

MR. KIMSEY:  Well, a lot of speculation has built up around the fact that the Washington area doesn’t have the

potential to become a Silicon Valley because it doesn’t have a Stanford, it doesn’t have the reservoir of intellectual

capital that you just referred to.

In fact, C++ programmers are like basketball stars, to the extent that in our region, they get bid for, like free

agents.  I think a number of things have to happen, and I think they are beginning to happen.

The educational institutions in this area are aware that they have a spigot that’s akin to producing the kind of

folks that are needed to continue to fuel the phenomenon that’s occurred.  I think corporate participation with the

universities is going to be necessary. This is a long process.

There hasn’t been a huge migration of companies out of this area to the West Coast.  There have been one or

two, but I think the last one that did it finally went under.  I think sooner or later, they will come.  I think that there is

a huge corporate responsibility to understand that we need to help ourselves fuel the intellectual growth in this

region, and, therefore, we have to take a greater participation in the educational institutions and have a much more

intense dialogue with the people that run these institutions—encourage a greater collaborative effort among those

institutions, even though they are in different geographical jurisdictions.

Trying to get educational institutions to work together is a bit like herding cats.  I mean, they are not prone to do

that.  But it’s a challenge that we face. And I think one that we can meet.  It just takes focus and we now recognize the

problem, and I think people are starting to focus on it.  They are going to start to devote resources to it. Once you do

that, you’ll end up solvent.

MR. MELTON:  If we look at what we are doing now as a knowledge manufacturer, a knowledge business—it doesn’t

make any difference which business you are in, you are in the knowledge business—the primary cost of goods, the

primary input that goes into that manufacturing process is mind stuff, trained mind stuff, mind stuff in the form of

bachelor’s degrees, master’s degrees, and Ph.D. degrees.  If we look at it as a banker might look at it and say what’s

your input, what does it cost today to produce a Ph.D.?  Pick a number.  $2 million?  Whatever the number is, it’s a

fairly large number.

If you are looking at efficiencies through the system, you have to look at how we are  going to produce that same

level of knowledge dramatically cheaper.  If we produce it dramatically cheaper, then more of us, more of our popu-

lation can have access to it, and the total efficiency of the system improves.

Whatever the cost of creating that Ph.D. here today in Washington, DC, I’ll guarantee you the cost of creating

that same Ph.D. in Bombay or Hong Kong or anywhere around the world is one-tenth of what it costs us.

Let me remind you what happens with the Internet.  The Internet evaporates geography. That entrepreneur, that

engineer, that Ph.D. sitting in Bangalore or sitting in Shanghai can compete with a student that comes out of George

Mason University, George Washington University, or any university in this area.  We need to learn how to educate

faster, better, deeper, wider, cheaper, without compromising quality, but improving it.

I know some folks in the audience are working on some of the new initiatives in educational systems.  Brian

Jones is here in the audience and I know some of the others of you are making strong efforts.  I would say if there is

one challenge facing this region, it is the total transformation of our educational systems.



A Magnet For Talent

MR. STAPLETON-GRAY: Ross Stapleton-Gray, I came to Washington in 1983 originally and in ’88 went to work for the

Federal Government at the CIA.  I came out of the hinterlands in Michigan.

I think part of the answer is immigration.  People have to think about Washington as a place they come to be-

cause this is the Netplex.  And if you are down on the farm wherever—it might be Bangor, Maine or Bangalore—you

want to come to Washington because of what it is.  I don’t know that people are saying that Washington is the vibrant

hub of the information age.  But they used to say Washington, that’s where the CIA lives and I want to go work for them.

I would like to see us make this area the same sort of Mecca for high-tech jobs.  Physical proximity is one thing.

Often Berkeley people say this,  “I need to sit down with people and have coffee with them and get their ideas and

work with human bandwidths.”  There is something to be said for proximity, even as we erase the physical geography.

MR. MORINO:  I agree wholeheartedly.  What we are finding in our work is that there are people here who are very

much into this whole change, and they range from people in business, people at Georgetown, people in Maryland.

Very advanced work going on in this region.

I think it’s one of the best-kept secrets in the world now.  When people realize what’s happening here, there will

be a greater influx.  People are moving here.  The Washington Post article that Esther mentioned makes the point

that people want to be here now.  I want to be in this region because this is where the action is.  Not a lot of people

understand that yet.  That’s part of our challenge, collectively.  That’s why we are here tonight.   Something brought

you here, right? We have interest.  We have to broaden that base, and you are the ones that can help because

success generates other success and other interest.

On Electronic Transactions

MR. BATTAGLIA:  My name is Dave Battaglia and I’m with KPMG Peat Marwick.  Internet-based transactions are still a

relatively small part of the economy.  I was wondering what you have been experiencing in the magnitude of Internet-

based transactions and how quickly you think consumer acceptance will come from Internet-based transactions.

MR. MELTON:  Well, obviously, as Mario says, we are at the very early days.  We are at the dawn of a new age, and

all geometric curves, as they sweep upwards and to the right, have to start someplace and start very small.  But

keep in mind that AOL today represents half of the people that are online and on the Internet in the United States.

That’s a big number.

I can assure you, and Steve Case or Jim Kimsey can correct me, two or three years ago, AOL was not making any

money from selling goods or transactions on the Internet.  This year they are making a lot of money from that.

CyberCash didn’t exist two years ago.  Today we are handling over 10,000 transactions a day, and in the trans-

action business, 10,000 transactions is nothing.  But they all start here and the ramp of the curve is like other

transaction businesses I have seen. They start doubling at 50% per quarter and you put those compounding rates

on them and you get to be a serious business in not too many years.

MR. KIMSEY:  Bill’s exactly right.  Our strategy at AOL, and Steve is out there, has been implemented very well.  You

get a big footprint. Once you introduce the transactions, they will start up that curve, as Bill has indicated.   It’s

becoming a very significant part of our revenue stream.  It will continue with Bill and other folks’ help as they build

better and better tools to make it secure.  It will become an increasingly larger part of our revenue stream.

Business, Schools and the Net

MS. BRACEY:  My name is Bonnie Bracey. I got a pretty good education from 36 CEOs on the National Information

Infrastructure Advisory Council (NIIAC).  Business and education don’t even know how to talk to each other.  Gary

Beach of ComputerWorld issued an invitation to  CEOs to take a day, and look at their schools like they look at their

businesses. What is the infrastructure?  Is it going to work?  How do we marry schools and businesses in such a way

that each benefits the other?



MR. KIMSEY:  This was a significant topic of discussion at America Online’s last board meeting.  It has been our

intent for a long time to marry the interests of the Internet and education, particularly AOL’s interest in education.

It’s a daunting proposition, because of the way the education institutions are organized.  It’s less easy than we

had originally thought.  But the unanimous consent of the board was that we were going to redouble our efforts,

devote more marketing.  There will come a time—we have reached critical mass in terms of subscribers and con-

sumer interest in the Internet.

We think that there is a national marriage of education and this technology.  We think AOL’s perfectly positioned

to help teachers communicate with their students and communicate with parents.  There is a whole raft of tools  that

will make the education process richer, fuller.  We mean to figure that out, and we hope to engage the educational

community in helping us figure that out.

But there are not three people to whom you can go.  Educational organizations are spread throughout the

country that have well-publicized views and differences and political issues, and trying to cut through all that—

because, after all, we do have an obligation to our stockholders to find the right formula to marry those two commu-

nities together—is a challenge we are going to take on and hopefully sell.

MR. MORINO:  Bonnie and I go back on this subject.  I think what Jim is saying is instrumental.  Let me tell you our

experience. Go back to the ’60s and ’70s.  Corporate America threw computers at themselves and watched them-

selves waste money.  It wasn’t until the late ’80s that you started to see major questioning about where the value was.

I will say something that will tick a lot of you off:  The worst thing we can do is to simply stick wires and comput-

ers in the schools.  We are going to wire a lot of schools and everybody is going to laugh because there will be wires

hanging from the ceiling and not being used.  I can take you to schools in the city where that’s the exact phenom-

enon.  People are laughing.  No one is taking time to teach the teachers, to affect the culture.

The teachers’ schedules do not afford them the time to learn.  There is no extra time for what needs to be done—

at least not easily. Teachers in certain counties are given a total of three to four hours of technology training—it’s

simply inadequate.  Just like in the corporate world, decades back, we face a cultural transition that is far larger and

more important than simply installing the technology.

We work with an inner-city group in New Haven, CT, called Leadership, Education and Athletics in Partnership

(LEAP)—it’s one of the best programs in the country. When we first got involved three years ago, I said we wanted to

talk to them about e-mail.  Henry Fernandez who runs LEAP said, “Are you crazy, you want me to learn e-mail?  I’m

trying to teach kids to read, keep them out of jail and you want me to play with e-mail?”  A year later, Henry was on

a panel with Reed Hundt, Chairman of the Federal Communications Commission, to discuss the importance of

telecommuncations reform and access for people in low-income neighborhoods in front of 2,000 people.

Today, LEAP goes into schools working to understand if the culture of the school can even assimilate technology.

Then they begin to work with the teachers before anything is even put into place.  Gradually the technology is

brought in.  Now you have a receptive audience. You work at this as a holistic problem including the principal,

teachers, administration, students and parents.  Many in business understand that the challenge is the system and

process, not the technology.  We need these people of the business world to help the schools with this kind of

cultural assimilation and not be so anxious to force technology down their throats.

The Mom and Pop Shop

MS. SHORE:  My name is KC Shore with NetLimo.  The mom-and-pop shops have been the backbone of our American

business culture and our growth.  How do you see the future for the mom-and-pop ISPs and web designers in view of

AOL and DoubleClick and giants like that?

MR. MELTON:  I’ll take a go at it. There is that old New Yorker cartoon with two dogs sitting in front of CRTs typing

away madly.  The one dog says to the other one through his e-mail “The thing I really like about the Internet is that

nobody knows you’re a dog.”

On the Internet, you can be Citicorp or you can be a little bank that has one server, and really, nobody knows the

difference.  In many ways, the Internet levels the playing field.  It does give the opportunity to a ma-and-pa shop with

a bright idea and really delivers service to gain scale.



Obviously, it’s not that easy all the time.  Microsoft, by just being Microsoft, has a huge advantage, no question.

But the Internet does create opportunities.  Nobody ever promised anybody a free lunch, but the Internet does

provide more of a level playing field than most of the traditional, physical-based systems.

MR. KIMSEY:  A part of AOL’s strategy is to embrace many of these businesses, these mom-and-pop shops, and give

them some platform to work from.  And an audience to reach.

MR. MORINO:  Two specifics on the ISP side.  There is no doubt you will see national competition and consolidation.

It doesn’t mean the elimination of small ISPs, but it will change demographics, as we know them today, dramatically.

That’s one challenge.  A lot of people in Web site design today are going to be in trouble.  What they know is the Web.

The trouble is, that’s not the product.  In the business world, the customer wants the solution, not a Web site.  Please

understand: successful Web companies that are really making money and connecting with businesses understand

the culture of the Web, but more importantly, they understand business and how the new technology can change the

business process.  They have the affinity to understand.  Knowing Web design itself is simply not enough.  It may give

you a good job, but it’s not going to be the basis of a long-term sustaining business.  You have to apply that knowledge

to understand and provide the solution.  It took the information technology industry a long time to learn that.

What’s the Capital of Capital?

MR. GROSS:  My name is David Gross.  I want to commend FBR for creating a no-monkey-suits policy.  My question is,

well, more of a scenario.  If you want to be an entrepreneur, you have to be at the right place at the right time.  Say I

have developed some ideas and worked with some partners and I’m ready to go out and get some early-stage capital.

Given that the supply of capital may not be as great as it is in some areas we talked about, particularly Silicon Valley,

is there a risk that I may not get the valuation or the amount of capital here in the DC area because we don’t have the

supply of capital that Silicon Valley does?

MR. RAMSEY:  You know, that is a perception that I think will take time to change, but I think all you have to do is

look at the tremendous amount of activity that’s being generated across the board in bringing entrepreneurs from

just a notepad with a few good ideas to an actual early-stage product, or a software program in beta test.

All you have to do is go to the Netpreneur Exchange site [http://netpreneur.org] to source all of these different

providers of capital.  They don’t all have checks that they can write that will get you going with one person, but it’s collaboration,

just like we see in this room tonight.  Breakfast clubs, luncheons, across the board for early-stage seed capital.

Groups are popping up that are willing to back, both as angels and as groups, business ideas across the board.

It’s like anything in life.  The perception takes time to change, but I think the reality and the underpinning is that you

have more sources now than this region has ever had, and I think it’s going to explode in terms of size and scope.

MR. MORINO:  Valuation is not geographic.  I have no doubt about that.  Let me tell you, for an international invest-

ment, it doesn’t matter where that company is.   The valuation is going to be calculated to the value of that firm,

regardless of where they sit.

Expanding the Internet Market

MR. LaFEVER:  My name is Gary LaFever. I’m with Women’s Connection Online.  I would like to thank the Netpreneur

Program for all that they have done, because they have done a great job in creating the kind of environment we are

looking for.  I’m curious to hear a response from the panelists on the likelihood of success in the smaller companies.

It’s where the public is going to be.  AOL has approximately 50 percent of the people who are online.  It seems like

a lot of business models—whether content-driven, product-driven, whatever—are geared around chasing the same

people that are online today. Obviously the real opportunity is people who are not online today, and there is a

reason for that.  Either there is not compelling content, or the technology is not easy enough to use, or the costs are

too high or their needs are not being served.



Perhaps it will be the smaller entrepreneurs that are thinking a little ahead of the curve, thinking about the

needs of the general populace, and who aren’t developing products in the office but rather living in the real world.

The ones who come up with applications or products that solve real world needs.  I would be curious, considering

the firepower we have in front of the room, to get your observations.

MR. KIMSEY:  Well, as I mentioned earlier, one of the big challenges for AOL is to maintain that entrepreneurial zeal,

embrace new ideas and keep that same drive.

One of the policies of AOL is to go after and help all of those people who are not yet online to understand the

wisdom of why they should be, and, hopefully, to sign up with us.  That’s our goal.  That has been our goal from day one.

We want to be the Net for everyone.  We want to bring the technology, make it affordable and make it easy for

everyone to use.  In doing that, lots of folks are going to have great ideas.  We hope to build a fire and entice all of

these folks, like little woodland creatures, out of the woods.  Draw them to us and hopefully make their lives better

by helping them become part of our community.

I think, as all of the members of this panel have pointed out, this is a brave new world.  There’s lots of room for

everyone.  Even though we are the biggest brand name in cyberspace, we recognize that we don’t have a corner on

technology or new ideas or any of that.  And, hopefully, we can help all those who do have good ideas establish their

mark in this world.

MR. RAMSEY:  Let me try and take a very interesting angle on that.  I think what’s maybe more interesting that you

probably can’t track is how many people have been online and probably will never come back, based on their

experience.  I think it’s important to understand that.  From my point of view, if I thought the Internet was going to

stay like it is today, I would have no interest.  People said the same thing about the first Apple PC that you tried to

screw around with.  You have to think of the Internet as fast, ubiquitous and a dialtone. You don’t pick up the phone

to hook up to another analog device.  It’s a dialtone.  Browsers are going to be built into everything.  I don’t hear a

lot of this talk, about how many people want to boot up Windows 95, try it again, dial in, busy, dial in, busy, just to

pay a couple of bills.

MR. KIMSEY:  Give us a break here, Russ.  We are over that problem.

MR. RAMSEY:  You have to understand how fast that is changing.  A billion dollars used to be a lot of money, but

today it’s just a dinner conversation with Bill Gates.  Think about what the world is going to be like when you

actually don’t even think of whether I’m on the Internet or not, I’m just communicating.  And that’s when AOL will

have a $100 billion market cap.

MS. SMITH:  Mr. Kimsey, do you want to respond?

MR. KIMSEY:  I highly endorse Russ’ prediction.

MR. MELTON:  Whether it’s on the Internet or in the physical world, studies show that primary innovation comes

from small companies, non-mainstream companies, the new companies.  We know that.  You have to counterbal-

ance that with the fact that in the physical world we have the statement that the real estate people have taught us:

location, location, location is everything.  I would suggest that in the Internet, we have a problem, or an issue, or a

statement, that distribution, distribution, distribution is everything.

That is a counterbalance to the other fact.  But the point is that if you really have good ideas, good creativity,

and you can find some sort of a niche market to hone it, to develop it, then you are going to have all kinds of people

who will be more than glad to help you.

You have people who will capitalize it.  There is an avenue.  There is a rising tide, and a rising tide will lift large

boats as well as small boats.

MR. MORINO:  We often talk about an Internet issue, and we don’t make a distinction between the consumer and

business marketplaces—they are materially different.  Today, it’s going to be much more difficult to get consumers



online who aren’t online, than to provide solutions that will penetrate the business markets.  If you have a solution

for the business world, they will buy it.  The checks are there—it’s a value versus cost issue.

The other thing to realize is how fast the availability of high bandwidth is changing things.  I was on a radio

interview last night where the host and I discussed our Net access.  I have an ISDN line to my home, and he uses a

cable modem that runs about  ten times faster than what I’m seeing with ISDN.  As we increase the bandwidth, we

will experience one of the time-proven rules on online systems—as response time goes down, demand will increase.

What you will find is an absolutely insatiable demand to do more for a long time to come.  The faster response time

not only serves the demand better, it actually creates additional demand as we learn to do different things with the

information that we can now receive faster.  And, our bandwidth will continue to improve dramatically because the

demand is there and the technology is coming fast—wireless delivery, cable modems, better compression over cop-

per.  We will witness growth along the geometric curve that Bill mentioned.  We’re at the bottom of that curve and,

when it pops, it will go straight up.

Helping the District

MS. CONNELLY:  My name is Sherrie Connelly of The Strategy Foundation.  The reasonable success of the high-tech

Netplex depends on the District of Columbia.  A large financial institution recently announced a $4 million gift to the

District.  What can high technology business in and around DC do for DC regarding partnerships, funding, perhaps

MacArthur Fellowship kinds of things, entrepreneurial incubators, expanded science and technology news service, or

other ideas that you have had, and what about the role of Congress and politics in carrying this forward?

MR. MORINO:  Let me start with the beginning of your question.  I think a lot can be done without trying to delve into

the politics you are talking about.  First of all, let me mention the effort around Potomac KnowledgeWay that April

Young is leading.  For example, a number of firms are coming in from the suburbs to work at Ballou High School to

teach kids to become engineers.  You are seeing the beginning of the types of solutions that make sense.  From my

perspective, right or wrong, I have seen a very different attitude from executives of the high technology firms in the

suburban areas of the region.  I have had the pleasure of being around these firms and leaders that are beginning to

see how they can effect change in neighborhoods throughout the region.  There is a change in the consciousness.

That may be the most significant thing that’s happening.  We shouldn’t delude ourselves to say we are going to

create jobs for everyone through the Net and interactive media.  The workforce issue can be approached by at least

several paths.  There are, in fact, very creative ways that we can work within city areas and rural areas to create new

opportunities for work for individuals; we can find people and youth with the talent and, yes, they can become

“knowledge workers” in the truest sense of the word.  We can help a lot of folks find work in areas servicing the

knowledge worker industries from laying cable to doing computer maintenance, and we can find ways to better

match supply and demand for service and labor to job opportunities.  I think you are seeing steps being taken by a

number of proactive groups.  On Congress, I’ll defer.

MR. KIMSEY:  I would second that. I’m involved in every charter school project in the District except one.  And I was

born and raised in this area, and I’m very upset about what’s happened to it.  So I’ve become much more motivated

and inspired to do something about it.  I’m not alone.  As Mario said— once you get enough people with enough

resources whose consciousness is raised on this issue, we could talk about it for hours, how it came to be and what

ought to be done about it.  But once you get a lot of folks with resources focused on it, there will be a solution.  It

might take some time, but there will be a solution.

Connection and Participation

AUDIENCE MEMBER:  I came this evening because I was intrigued by what a netpreneur was, as I was surfing the Net.

There was an earlier question about intellectual capital.  I’d like to see how we can take this discussion format, and

actually make it into a participatory group.  We have 750 people here who seem to be very fervent and motivated.

We do this at work.  We do it even if people didn’t ask us to.  So the question then is how do we create businesses or foster

businesses by actually having all of these people work together more than just making it a question-answer session?



At the end of the night, I will have met a few people and listened to a few ideas, but that doesn’t really help me.

What really helps me is if I actually participated in an activity.  If we can come up with some real work that each one of

us can take or foster, and then create businesses or spawn many new ideas out of it—this is what I throw out to you guys.

MR. MORINO:  I’ll take it gladly.  I’d like to debate your first point.  I think you’ll find a number of people here that are

interested in simply making connections and introductions with others in the region—from funders to other netpre-

neurs.  One has to  realize how disconnected the region has been in this regard.  We can already point to a  number

of people, some here tonight, that have made connections, including netpreneurs with venture capital people.  That

is a function of this kind of meeting and a much needed ingredient for the netpreneur community and this region’s success.

Additionally, I think it’s important for this to be done in many venues—through discussion rooms, Web forums,

email.  All of that is being started at the Netpreneur Exchange [http://netpreneur.org] and we’d love to have your

participation.  In terms of physical projects, I couldn’t agree more.  We are working with a very prestigious organiza-

tion to develop a product education series to help netpreneurs go from product conception to marketability.

There are also advisory and mentor programs we can connect you with, like the Dingman Center at the Univer-

sity of Maryland, Georgetown University, George Mason University and others in the region.  They need and want

partnerships with people like you.  At the Netpreneur Program we want to be the glue to help get you together.  I ask

that you raise specific opportunities to us so we can help your efforts.

AUDIENCE MEMBER:  I’ll do that.

The Software Sector

MR. MANDEL:  I have both a comment and a question.  My name is Tom Mandel.  We create models, metaphors and

software to live in focused communities online. I just want to say I really appreciated the last comment and what Bonnie

said about the importance of education. One way or another, entrepreneurship has to be about changing the world.

My question is—I moved here about five years ago from northern California, and so I have had a chance to see this

incredible flowering that’s happening here.  It’s really just extraordinary what’s happened in the last few years.  Still,

my question is, is there enough support for new models and ideas for software?

One of the places that I think we could do a better job in this region is being more receptive to innovative ideas

and models in the area of software.  I’m wondering if anybody has any ideas.  That seems to be a Silicon Valley

specialty.  I’d like to see more of that here, partly because I’m in the business, of course.

MR. MORINO:  I could not agree more.  My roots are software.  We have a lot of software people who work in applica-

tions development and in service capacities, yet that is a different set of skills than those of a product software devel-

oper.  There is a major difference between the two and we need to take steps to help develop the number and quality of

product software developers in the region.  For many years, we had few product people, but that is changing for the positive.

There needs to be a better awareness and cultivation of product mentality. I think you are beginning to see the seed of that.

We were at a meeting called Mindshare, a program of the Northern Virginia Technology Council (NVTC).  There

were 30 firms in the room, all of which are money-making companies.  I was very surprised how advanced this was,

honestly.  If you were to get all the software firms together 15 years ago, in the Tysons Corner area, my old firm would

have been there and, along with a few others, we would have filled the six stools in the north corner of Clyde’s bar.

That’s why I was so amazed to see 30 of them in one room together.

Recently, several folks have come to us to help start a Software Forum where software developers can come

together and get better engaged.  This would be an important step.

I have been impressed with the region’s tremendous competencies in communications, in systems integration,

and in content and information product creation—all of which are probably superior to that of the Valley.  In soft-

ware, however, there still is a big difference.  It’s an area where we need growth and development.  Fortunately, it’s

happening.  We are beginning to grow our own.  If you look at a firm like SpaceWorks or PLS, they have software

people and as they expand they may take in folks with software backgrounds that are in service or application fields.

Over time, these folks gain pure product software development skills—and the critical mass starts to develop.  We

will see a spawning of more and more talent in the software industry.



MR. MANDEL:  I’d like to see at least some more focus in the venture community in this area—an awareness, a

reaching out, and looking for new models and so forth.  Thanks.

Breaking Down Barriers

MR. POWELL:  My name is Tom Powell. I’m with TPG, Inc.  I live just outside the Beltway in Orlando, Florida.

You can’t get there by Metro, I know that.  I appreciate the comments that you have made, the very positive

ideas that you expressed.  I wanted to ask you a rather open-ended question.  What do you see as the

barriers to the expansion of electronic commerce?  Stated another way, if you were not one of the Barons,

but you were starting up your company, what would concern you most—perhaps the regulatory environ-

ment or something else that was going to impede your business?  What would wake you up at night and

say, I’ve got to knock that barrier down before I can really move ahead with this idea and increase in the

area of electronic commerce?

MR. MELTON:  I think there are probably only two things that I would be concerned about.  One is content, and any

small company can be part of the solution. Unless there is really interesting stuff to go look at, to go consume, to go

read, to go buy, who wants to do it?  It’s just the very problem of shopping on the Internet today.  There have been

multiple articles written on what a painful experience that is, and how in many cases, there is not much to buy.

That’s obviously changing and will continue to change rapidly.  Content—rich, deep, wide, broad content—that has

to happen.  That is happening, and you will be part of the solution.

The other thing is what Mario is talking about, and that’s bandwidth.  We are all trained to receive and look at

those 30 screens per second on our TV, and when you get the one screen per 15 minutes on your 1200-baud mo-

dems, that’s not very pleasurable.  Obviously, that’s an infrastructure issue that is being solved, and certainly within

a matter of three to six years, I think it will be totally solved, but it is certainly a barrier.

Where Do You Get Your Information?

MR. FUNGE:  Hi, I’m John Funge from Clara Vista Corporation.  One of the real challenges I find in being a netpre-

neur is that you really need to stay on top.  Knowledge is your edge.  It’s where your ideas come from.  It’s how you

know how to change your business.  The market is so dynamic, the half-life of these ideas is very fast.  I was

wondering if each of the panel members could tell me his two favorite sources for information relative to his re-

spective business and what amount of that comes from online sources as opposed to conventional sources?

MR. KIMSEY:  Two favorite sources?  I think we have assembled a group of folks at AOL whose job it is to do that.

Obviously staying online is all part of that.  It’s a daunting prospect, and there is a proliferation of things going on in

far-flung corners of the world.  And to understand what every garage as far away as Bangalore, India, has got inside

it is a increasingly complex and difficult problem.  It’s kaleidoscopic—it’s different every time you look at it.  Obvi-

ously, you rely on the infrastructure we created at AOL. One of Steve Case’s primary functions is to make sure that he

has the resources to stay ahead of all of that.

Obviously, we have tried to build tools to do that, because you don’t want to be sort of fat, dumb, and happy

and think you have it all, because the world is becoming exponentially more dynamic than it already is.  It’s an

increasing challenge.  You can’t say these are my two favorite ways, because those two ways may not cover it.  You

have to be looking for all the information from as wide a range of sources as you can possibly get.

MR. MELTON:  Very simple.  Just give up sleep.  More seriously, the online source is probably one of my major

sources of information, and there are tremendous feeds of information all the way from filters and news services

and certainly one, the Washington Post, which I read online more often than I read the physical.  The Wall Street

Journal I read online primarily.  Perhaps on the weekends I read the physical.

The other is that nonstop e-mail.  I probably get 100 or more e-mails a day and that’s coming from all corners,

people saying: Did you see this? Did you see this?  But in addition to that, whether it’s a virtual community or a

physical community, you have got to get out there and be in it.  It’s not just in this area.  You have to be out in this



community. You have to be in the West Coast community.  You have to be in the European community.  You have to

be in the Far East community.  All of these places, things are popping all the time.   It’s face-to-face time physically

and face-to-face time on the Net.

MR. MORINO:  I couldn’t agree with Bill more.  It’s an old culture brought forward on the Net.  I always learn from

people.  In my other life in the software industry, I probably had 20 to 50 people that I could call for  given subjects.

That was it.  What I found on the Net is that it’s so fast and different, that you can’t get to the end source of expertise

so easily.  Instead you need contacts that can direct you to who is most current.  What I end up with is a list of folks—

routers—people who know the space and know who is doing what in it.  That, in turn, allows me to reach folks that

are directly engaged in my area of interest.

If I’m interested in search technology today, I don’t necessarily know the person who is doing the Harvest

Project in Colorado, for example, but I know somebody who can tell me what’s going on across the board in search

technology.  Then I can pick the five to ten people to reach out to and ask for help.  I pop e-mails out to these folks

when I have a question, and I am ready to help in return when they ask something of me.

Additionally,  we also enjoy a direct feed from the investment community, which also becomes a very powerful

source of intelligence as to what is going on.

MR. RAMSEY:  Well, in my world in the financial markets, which obviously live on moment by moment and particu-

larly between 9:30 and 4:00, every 1/16th, every 1/8th is driven by knowledge. Knowledge is power.  I have lived in

a world where there was always a desire to get an edge, and the evolution has been remarkable.

Just a few years ago, there were actually services that went by names like First Call.  People felt they could get

an edge based on being the first call.

Well, information has changed all of that.  The two traditional sources always were the Wall Street Journal and

the New York Times. That was the daily fix that you had for recapping the previous day’s financial markets and

getting prepared for the today.  Online has changed all of that.  Today it’s a constant flow of e-mails.

That points out an interesting contrast.  Warren Buffett, one of the world’s greatest investors, has written about

what he calls “franchise” companies.  Franchise companies are ones that have such compelling economic charac-

teristics—market share, enduring nature of the product, barriers to entry, pricing power,etc.—that even if he had a

billion dollars to start a competitor (this was written a while ago) he would not do so because of the power of the

franchise.  Buffet’s perfect example of the franchise company was Dow Jones.  Today, Dow Jones is precisely the kind

company that is under huge pressure and has seen the value of its franchise erode tremendously because of this

new communication medium.

Online Financing

MR. PALMER:  I’m Mike Palmer from Altimedia, Inc.  The panel has told us how much the Internet is changing our

lives and I don’t think anyone would disagree with that.  One of the biggest ways that the changes are taking

place is through disintermediation.  It is the realignment of the producer-consumer relationship, for example,

through online brokerage.  I would like to direct a question to the panel.  Perhaps Russ can kick it off. Tell us what

you think will be the impact of the new SEC filing and other regulations that allow individual corporations to do

self-sale and self-offerings on the Internet of their capital instruments.

MR. RAMSEY:  Well, this will sound incredibly self-serving because I’m an intermediary and underwriter.  In the

world of finance and actual taking and writing checks for enterprises, I think that, while there will be great strides

made in increasing the efficiency of information, videoconferencing over the Net, etc., I still think it’s a phenomenon

that requires not just initial funding, but all of the follow-through, information, creating liquidity, securities and

trading that needs a real physical presence.  Any lawyers here could cite you chapter and verse about the scams and

the fraud that have already proliferated over the Web, and unfortunately, I think there will probably be a lot of

people who will lose money in those vehicles.  I think there’s a long way to go.



Comments

AUDIENCE MEMBER:  I really just have two comments, one on education.  As president of my company, I have taken

in interns from the various colleges in the area, and those students have gone back with their knowledge and told

their friends.  I really think maybe that’s the way that we can get the colleges and students  studying communications

that we need to help us out for free with their knowledge,  and they also help us learn.  My other comment is that I,

too, would like to see the venture capital people turn their heads toward the software people, those that are trying to

put an idea together.  Thank you.

Virtual and Real Estate

AUDIENCE MEMBER:  I’m in the commercial real estate business.  I’m with Madison Capital. I’m here because I’m

excited about what you are doing.  My question is this.  How do the four of you panelists see changes in the use of

space in office buildings, industrial buildings and retail facilities over the next ten years?

MR. KIMSEY:  Well, I will say that we have enticed the founder of MTV to come be an integral part of our company,

and his prior job before doing that was running Century 21.  Bob Pittman, I think, pioneered some marriage of the

Internet with the real estate business.  To the extent that people working at home create a different dynamic in

terms of office space and building leasing and so forth, I think it will certainly have an impact.

I’m not sure we know exactly what that impact will be, to the extent that you can say there is a proliferation of

appetite certainly in the Washington area, certainly in Tysons, for office space.  How much that’s impeded by the

drag on those people who work out of their homes, I’m not sure.  But I know that office space has skyrocketed in

terms of price and vacancies.  I think there is always going to be an appetite for office space.  I think with so many

people working at home, maybe it won’t be as much as it used to be.  Maybe they won’t need as much office space,

but I think there will be a marriage of the real estate business and the Net technologies.  And there already has been.

MR. MORINO:  There will be an impact on real estate, but it may come in ways far different than we might be

assuming.  I do not believe that offices will be eliminated.  Changed, no doubt, but eliminated, no.  One place we

may look to as a precursor is the more modular building that typifies the technology firms in Silicon Valley.  You see

buildings in a more modular, flexible structure there. The need for flexibility in moving people becomes paramount

in our industries, because the people change so fast, hence the ability to reconfigure, to do hoteling, to do teleporting

will all play a role.  Even with many more folks working out of their homes, they will still have to come together from

time-to-time.  The nature of each business will dictate that frequency and, therefore, their real estate needs.

Services on a Shoestring

MR. McCOMB:  My name is Jeff McComb.  I have a small start-up company called Ideal Destinations.  This is my first

elbow-rubbing session with this many people in this industry. I’m extremely excited about it, but I think demographi-

cally I fit into one of those categories that’s been discussed before, and I think that an awful lot of us in this room

probably do.  What I mean by that is we have what I call the techies, the marketers, and the business people.

I’m a marketer.  I have marketing ideas.  That’s my field.  But I have very little expertise in the other two areas.  I

have scratched around and clawed and hunted under rocks for all the help I could find to try to get my ideas into

software and online.  What I’m getting at has been touched on before—about an organized effort to start up the

small entrepreneurs who have an idea and want to develop it to get the kind of help on a shoestring that they really

need.  That is the problem—the shoestring.  I guess, just as far as the real practical nuts and bolts, for instance, is it

possible that the Netpreneur Program could foster a network of people in general expertise areas?  For instance, the

small software developer, database developer, the accounting student at the University of Maryland getting his Doc-

torate who can run your books for you.  That kind of expertise on a shoestring.  I wonder if that’s in the plan.

MR. MORINO:  Yes, to a degree.  There are already services here doing some of that.  The Dingman Center for

Entrepreneurship at the University of Maryland, groups at George Mason University and others in the region offer



such services.  I wouldn’t say that such places are abundant, but there are 10 or 15 places in the region that you

could be pointed to.  There is a bigger issue in terms of connecting people who need different skill sets and we hope

to help in some of this.  We have already been doing some of that brokering.  At least we can make introductions, if

not, even cultivate relationships to a degree.

There are also different ways to address this need.  One firm, with a product for corporations to better manage

their travel process and costs, was put together by six people who today are all partners in the firm.  Each brought

a different skill to the table from finance, to marketing, to technology.  All six are still working their jobs with other

firms as they get their new business launched.  They each took a part of the action.  They now have a new company

and they each own a part of it.  They found another way to get the help and resources they needed.

The Need for Balance

AUDIENCE MEMBER:  We have heard a lot of reasons and characteristics that are needed to be successful as entre-

preneurs.  I notice in this pamphlet about the Barons, you each have three children.  I wonder if that’s an important

ingredient as well.  Given all the demands of being an entrepreneur, what are the challenges in other aspects of one’s life?

Is it incompatible to be an entrepreneur and have other facets of life and a family?  I’d like to have all four of you answer

that question.  There are other things that make life go around.

MR. KIMSEY:  When you are lying on your death bed, you are not going to think about the company you built and

how much money you made.  All you are going to think about is your relationships.  If you don’t have a good relation-

ship with your kids and friends, then your life will have been a failure, period.  So yes, you have to have all of that.

You can be driven, but if you don’t have those other things in your life that make it all worthwhile, sooner or

later you are going to be sorry.  So yes, I think you have to keep a balance.  You have to understand that even though

you have the drive, the zeal, the superhuman hours—the additional challenge is to keep it balanced and realize that

you are going to have people in your life, or you could die a lonely old person who built a company.  If you under-

stand that starting out, I think you will lead your life somewhat differently to the extent that you interrelate your life.

In addition to all the people around you, once you start to have any degree of success, as has been pointed out

in this room today, understanding the environment and the community work, the absolute obligation is to give back

to that community.  And I think that private industry is in good shape resource-wise and skill-set-wise, to under-

stand the needs of the community and deal with them better than, say, the government is.  Private industry ought to

take that initiative, raise its hand, and make that effort.  I think to the extent that any of the people in this room start

to become successful, they should understand that.

MR. MORINO:  I’d like to add to that point.  First, I absolutely agree with what Jim presented and the importance of

making these value decisions for your own life.  Jim talked about those long hours—and don’t kid yourselves, they

are just that.  It takes a pretty unique individual, in all honesty, to manage it.  You’re making a life choice when

starting your own business.  That’s literally what you are doing.  You are making a life choice.  It will mean sacrifice

to a certain degree for you and your family.

You have to decide: do you want to create a mom-and-pop firm (that’s level one); do you want a quality-of-life

business that will give you a good revenue stream and some net worth (that’s level two); or do you want to go all the

way, to the “show” (that’s level three)?  The latter means one thing.  Get ready to stay in the kitchen a long time, and

it will be hot, difficult and, at times,  ruthless for that’s the nature of the beast.  No one will cut you any slack. No one

will give a damn because you have three kids and a spouse at home.  You have a choice to make and you have to find

a way to balance that for you and your family.

Defense Perimeters

MR. WONG:  My name is Lucas Wong.  I’m a netpreneur and I have come up with a great idea.  I have gone to seek

funding.  The people I go to to seek funding say it’s a great idea, it’s worth a lot of money, but the second you come out

to market, somebody will steal the idea.  They say, you have no way to protect it.  I say, I’m sort of stuck with a dilemma.

How important is it to create something that’s proprietary and do a patent and all nine yards to protect the idea



and the concept, and then go to market and have somebody like Microsoft, with that huge amount of resources,

come in and just steamroll you over regardless how much time and effort you put in to protect it?  I’m not quite sure

how to deal with the financial person to say, hey, I don’t know what to tell you.

MR. MELTON:  When I started VeriFone in 1981, the three big companies that were in the business at that time bidding

those kind of devices were AT&T, GT&E and a Japanese company. All the bankers told me the same thing.  I’m deeply

grateful that they all turned me down because I hung on to a lot more equity than I would have if they had given me money.

There is no protection.  When you jump in, you’ve got to jump in.  Yes, the big guys will try to steal your ideas, try

to buy you, try to work with you.  Part of building a business is building perimeters of defense.

First of all, you have to figure out how to make money, how to defend it, how to sustain it, and then, finally, you

have to make sure that you know how to grow it—several different operations.  This is too complex.  You cannot sit

down at the beginning and say what is going to be your perimeter of defense.

When you get into it, whether it’s getting hooked up with Apple or Commodore or whatever it is, you figure out

what you do, because at that point you know your business better than anybody else and you won’t know your

business until you get into it.  When you are in the ditches and you can’t sleep on the tenth month of the tenth year,

now you will have known more than the next guy how to be better in some niche or area.

MR. KIMSEY:  I’ll just add to that one thing.  We used to say this all the time:  Always remember and never forget a

big company will always screw you.  It’s part of their nature. They can’t help it.  It’s just what they do.  If you under-

stand that going in, you will figure out what you need to get from them.  People you deal with will change. The guy

that promised you he was going to do something, got promoted.  If you know that, and you understand it, then you

will position yourself to take advantage of whatever relationship you are going to have with them.

MR. RAMSEY:  I would just say everybody talks about proprietary ideas or technology, but I think there are very few

companies that’ll ever have the opportunity to set the standard.  At the end of the day, I think the only thing you can

ever really hope for is mind share that leads to market share.  You’ve just got to run.  If it’s a great idea, customers

will buy it.  It will feed on itself.  You’ll have a six-month, maybe a year-end window if you are lucky.  You have to build

market share if you can build those perimeters.  Every day it’s going to be different.  By the time it’s done, the

strategic thinking that you might want to put into it, is too late.  You’ve just got to do it.

Telecom and the Darwinian Imperative

AUDIENCE MEMBER:  I’m an out-of-work CEO.  My question is about something else.  One quick question for the audi-

ence, by a show of hands, how many people are still surfing at home on 28.8, 33.3?  Pretty much everybody.  I’d like to

know what the panel’s thoughts are on telecom regulation. It’s one area that’s been talked about a lot.  Last year we

hadn’t seen a lot of choices. I’d also like to see Jim’s response on the baby Bells going into the ISP business.  I guess what

I’m concerned about is that one of the reasons that the Internet has done so well in this area, as opposed to Europe and

Japan, is that it’s a lot harder for people in those countries to get flat-rate Internet access than it is here. I’d like to know

what they think about another region coming up with a high-speed Internet.  What will that do to our chances?

MR. KIMSEY:  As I mentioned earlier, people asked, “How are you going to compete with Sears and IBM?”  The same

can be said here.  How are we going to compete with the Bells once they get in this business?  They have never been in

this business before.  They haven’t shown themselves to be particularly adept in any other business than the one they are in.

I think we can safely say that we have been doing this for 12 years and “interactivity is us.”  We do know how to

do that and we look at all the competition with a very serious and wary eye, but I think we have established a mass

market.  We have broken into a mass market.  We have proved that that mass market model will work, that unlimited

pricing will work.  We made a profit last quarter.

We continue, we think, to forecast those profits, and so the model works; and as I mentioned earlier, the entre-

preneurial spirit, once we lose it, then we are vulnerable.  Obviously we’d like to have the turf all to ourselves, but

that just isn’t going to happen.  It’s a Darwinian imperative.  If we aren’t the best, we won’t survive.  We understand

the challenges and will continue to gird ourselves for battle and, hopefully, continue to improve our position.



MR. MORINO:  Deregulation did not go far enough.  We need to stimulate even greater competition in the local

exchange and long-distance markets.  The reform may not have focused on some of the intangible barriers to entry

that lend telecommunications an oligopoly or monopoly industry structure, and issues such as universal service

and access for all members of our communities are left in question at the end of the day.

MR. RAMSEY:  Again on the subject of speed, I just think to some degree we shouldn’t focus on what’s happened.

We have just scratched the surface.  It’s not even the top of the first inning.  Like Steve Case would say, it’s not 5 %

of the households online, it’s the 90% who aren’t.  We are spoiled, as Americans, wanting everything instantly.  I

happened to be at a conference in Greece and I ran into the young entrepreneur who has the only ISP in Poland.  He

hosts a weekly talk show because people want to talk about being online.  I doubt they can operate at the slow

speed that it’s now on.  That’s changing quickly, and you have to look beyond how difficult it is to get online and get

where you want to go.

Evaluating Companies and the Importance of Learning

AUDIENCE MEMBER:  I’m with NewBridge Networks and have a quick question for Russ Ramsey and Bill Melton.

Russ, what are the main characteristics you look for when you are evaluating a company for possible investment

purposes?  And, Bill Melton, there was talk earlier tonight about the importance of education to entrepreneurship.  I

notice in tonight’s program that you have a master’s degree in Asian studies and Chinese philosophy.  I was wonder-

ing how that led to a career in high-tech?

MR. RAMSEY:  Evaluating companies is very much an art, not a science, particularly around the Internet space.  I

think there are a couple of themes which are always the ones that I have come to look for:  first, what is the core

competence of the people putting things together?; and second, what is the sort of product or service that is being

proposed as a way to build a business around the Web?

Obviously in the commercial space, businesses that rely on physical movement of goods are probably okay.

Everybody else is vulnerable.  So whatever industry is being attacked, you want to look at the size, scope, growth

rate and potential for business-to-business application.  The consumer market is going to take longer. Every sort of

situation revolves around trying to understand how the Internet—which in my opinion isn’t about technology, the

Internet is about fundamental economics and the change in economics—what does the Internet do to the existing

business paradigm?  How is that consistent?

MR. MELTON:  You caught me.  You are right.  I do not have any training in computers or electronics.  And on the one

hand, that can certainly be a disadvantage.  On the other hand, anybody that took electronics as long ago as when

I went to school is totally useless today.  Really, entrepreneuring seriously is much more about learning how to

learn; nonstop learning. It helps to be a little bit of a social misfit.  It helps to be forever nonstop curious; then just

learning how to learn and how to learn with other people.  When I started out in the computer business, knowing

absolutely nothing about it, I was 100% dependent on the other people in the company who, by definition, knew

more than I knew. That generated a culture of respect.  On bended knee, you beg them, please help me here.  And

that creates a culture where you can continue learning, and admit that you make mistakes.

In all business, I think every entrepreneur that has been in the business says he is wrong at least 50%  of the

time, not 60% of the time.  You try to make  mistakes that are not fatal, but that you can learn from and learn with

your group. Sometimes it helps to be ill-informed.

The Net As TV

AUDIENCE MEMBER:  This is for Jim.  I have a personal pet theory that the Internet is much like TV—that when TV first

came on the scene, it was a very expensive thing to build, infrastructure-wise, and eventually advertisers took over.

Is AOL going to disappear because advertisers are going to pay for your service?



MR. KIMSEY:  They are paying us.  They are paying us right now.  And yes, that’s obviously a phenomenon that we rely on as part of

our economic model.  We hope that we can have this advertising be less intrusive and more enjoyable to the consumer than a lot of

people think that telephone advertising is.  But yes, it’s advertising.  As you can see in the deals we have done recently, it is a major

part of our strategy.  So although Prodigy sort of recognized that phenomenon when they started, their implementation obviously

wasn’t accepted very well, as the marketplace showed.  But hopefully, we will be able to figure that out, and I think we are well on

our way to doing it.  I think, yes, advertising is going to be a major underwriter of a lot of new services and technologies that are

brought to the marketplace.

Forming Alliances

AUDIENCE MEMBER:  I’ll make it quick. I’m the president of GovCon, a Web site that targets government employees.

We found that through forming alliances with other companies which have content that complements ours, we were

able to grow quite fast.  We have 65,000 registered users. What kinds of things can we do or would you recommend

as a large company—AOL, for example—that would help us form alliances with companies your size?  Because I think

we have already developed and carved out a niche that might be helpful for forming alliances with you.

MR. KIMSEY:  As I mentioned earlier, trying to find other people to carry water for you and to leverage other people’s

assets to your own benefit is a great tactic.  You have to find somebody and, Tom Sawyer-like, you have to explain to

them why it’s in their best interest to want to team up with you.  You have to figure out why some company would

want to get involved with what you have to offer that provides these services to government contractors.  I think it’s

just a matter of looking at who that might be and why that might be in their best interest.  It’s just a generic bromide

that applies to everybody that can go get other funding and other resources from somebody in whose interest it is

to line up with you.

The Next Killer App

AUDIENCE MEMBER:  I have a really short question.  The question is simply, I’m asking for a prediction from each

of you as to what’s the next big thing, in your opinion?  Specifically in Internet space, i.e., whether it was browsers

to push technology?

MR. RAMSEY:  The Killer App that all the technologists fear is telephony over the Internet.  That’s truly a killer that’s

probably sooner rather than later:  Broad-based telephony.

MR. MORINO:  I think community interest models are going to emerge as a really meaningful way for business to

engage their markets and stakeholders in the next 18 to 24 months.

MR. MELTON:  I’m going to pass.  I’m so bloody focused on making what we currently have work that I haven’t

thought about the next big thing.

MR. KIMSEY:  I think I’m in Bill’s camp.  I have no idea.  We have lots of things happening.  Clearly the technologies

are expanding and developing so rapidly that, as Russ pointed out, you are going to be able to talk to it, touch it and

the technology is going to come to you.  You are not going to have to understand anything.

It’s like the early days of cars.  A lot of people didn’t like to drive because they had to turn the crank, but once

you just turned the key, you didn’t care what happened.  I think all these technologies are going to come to the

consumer in a way where they can mindlessly interact with it so that it’s extraordinarily convenient.  It will be, as I

said before, underwritten by advertisers, so it’s very cheap, very affordable.

Content building.  To the degree that we can’t even anticipate some of the wonderful stuff as the band-

width expands and as the technologies improve, some of the stuff we are going to be able to do interactively

is going to be phenomenal.



part 4:  WHERE DOES YOUR FUTURE LIE?

MS. SMITH:  This has been fabulous. You are a fabulous audience for a great panel.  I want to intro-

duce again Mario Morino, founder of the Morino Institute and the Netpreneur program. Mario has

reinvented himself as a social entrepreneur and the grassroots leader of our region’s netpreneur

community.  Mario.

MR. MORINO:  Thanks, Esther! The good news is that I threw away about 90% of what I was going to

close with.  Thank you for your stamina.  You deserve an awful lot of credit for being here with us.  I

want to thank tonight’s sponsors and give a very special thank you to the Netpreneur team—you’ve

done a great job in putting this together.  And, of course, all of our thanks to Bill, Jim and Russ.  We are

proud to have you with us this evening.

After the session ends, please join us in a networking session back in the State Room. We have

some dessert and the dialogue will continue.

I’d like to leave you with a thought about where our future might lie.

Some people believe that the capital of Internet activity is in a Valley 3,000 miles from us or in a

rainy, northwestern city.  While it may be true for hardware and software, the Greater Washington

region can and will become the center of Internet commerce as we become the leader in using ad-

vanced technology to create, produce and deliver information products and services.  We can own

this space.  We own communications today.  We own massive amounts of content.  We have tremen-

dous intellectual skills and the know-how to assimilate, package and provide needed context to this

wealth of information in our region.

To come back to a phrase, we are really at the right place—Greater Washington—at the right time—

the dawn of a network information age.  We need each other’s help to create a culture and a community.

The culture and community is the safety net.  They are what allow us to leave a job and find an-

other, to share experiences, to share our successes and to learn collectively from our failures so we

can bounce back and do it better.  The safety net is our collective strengths.

The vibrancy of a netpreneurial community becomes your safety net for the economic future.  Help

us build that.  Help us come together with the Netpreneur Program.  Wherever you can, contribute

when it makes sense from your business perspective to bring groups together, contribute articles,

share your knowledge, get lively in debates and discussions, come forth with projects you think can

help to meld the culture and community in this region.

The Netpreneur Program is about creating a seamless flow of information exchange, relationships

and experiences.  That is what the Valley has benefited from over the years.  It’s not an economic

development strategy; it’s a social culture.  We have the chance to finally do that here.

You, the new breed of entrepreneurs, can shape this culture.  Please be an active part of changing

this region.

There may be some obstacles to our success—there always are.  If you see a lot of roadblocks and

are affected by them, then you may not be a netpreneur.  If you see over the roadblocks because you

don’t give a damn about barriers, you are there. You are a netpreneur.  You’ll figure out a way to jump

the hurdles; you’ll figure out a way to get through or get around what is in your way.  And, in doing so,

you will succeed.

Thank you for being here, and most importantly, congratulations for all the tremendous innovation

and excitement you will bring to this region.


