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mary macpherson: introduction
Good morning.  On behalf of the Netpreneur.org team and the Morino Institute we'd like to welcome you to Coffee & DoughNets.  We are delighted, this morning, to bring two people to the stagea new face, Tom Ashbrook, and, I guess I don't want to say an old face, but an old friend in Mario Morino, who will do the closing for us this morning.
	Before we get to the program, I have a couple of questions.  Since our topic this morning is “Taking The Leap,” I'd like to learn a little bit about the audience.  By show of hands, how many of you have taken “the leap?” About a third of you, and there’s more than 300 here.
	How many of you are thinking about taking the leap?  About another third. 
	How many took the leap and went back to something else?  Only one or two.  Well, we have a good cross section, here, I'd say.
	Before I introduce Tom Ashbrook I'd like to give a quick acknowledgment to a group that played a part in his being here today, US-IBEX, a community of American Mid-Atlantic and Israeli business executives who are coming together to enhance business relationships, form partnerships and foster exchanges between US and Israeli companies.  US-IBEX had been talking with Tom about doing an event, and we were able to combine forces to make it happen here this morning.  Our thanks to them.  Also thanks to Olsson's Books & Records, one of Washington's independent book sellers, who is out front selling copies of Tom's book for signing.
	This morning's program features Tom Ashbrook, author of the new book, The Leap.  When I first saw the cover, it looked like this guy understood something about being a netpreneur.  He or the artist also had a whimsical sense of humorit's a picture of a hand with its fingers crossed.  Tom will talk for a bit about the story of his journey in starting and growing an Internet business, HomePortfolio.com.  After his remarks, he'll take questions.
	Tom's story is told in the subtitle to The Leap: A Memoir Of Love And Madness In The Internet Gold Rush.  Since much of it is similar to what many of you have experienced, it could also be called “Anatomy of a Netpreneur”thrashing around, making the decision, trying to take an idea from concept to reality, shaking the trees for money from friends and family and then the VCs, building the product and building the company.  I think Tom’s experiences will resonate with many of you in this room.  Interwoven with the nuts-and-bolts of the business story is another deeply important part, the personal story about Tom, his family and friends, and the roles they played, and are still playing, in his business.  Let me introduce a guy who launched a company in 1996 with no business experience, no technical experience and no moneya newspaper editor in partnership with an energy consultant.  Talk about a leap of faith!  Let's hear what happened.
tom ashbrook: non-organization man
Thank you.  Good morning.  It's really great to be here.  I feel like I'm among brothers and sisters.  It's always an honor to be with people who have taken “the leap” or who are coming upon it.  It's an experience that I went through, and it's a funny time to be talking.  It feels like that point in the wedding party when the open bar closes and now you see who really wants to dance and who was just there to drink.
	I grew up on a farm in Illinois where I spent a lot of time with my grandfather working on the farm, walking beans and bailing hay.  He always talked about a great friend of his who had passed away by the time I was working with him.  The guy's name was Glory Sweeney, a name I always loved.  What a great name!
	Glory was famous in the neighborhood because, in a very teetotaling, Christian, church-oriented neighborhood, Glory liked his bottle a lot.  He was a great inspiration to my grandfather, but not to my grandmother.  My grandmother would say to my grandfather, “Evar, it's just the whiskey, it's not joy.”  When my grandfather and I were out further in the bean field than my grandmother could hear he would say, “It's the whiskey and it's joy.”  In a way, I think that's really where we are, today, with what's happened in the markets and this big euphoria we have just come through.
	It's amazing to me to find myself standing here.  From a quick scan of the room, I am guessing that, like me, many of you came of age in the generation to whom business, at least for me, was not a first target of interest.  Business meant a suit and a tie and a desk and a punch clock and a big organization.  I remember my father had a copy of The Organization Man under his night stand, although I don't think he ever read it.  Business didn't have the allure; it didn't have what I wanted out of life growing up in the '60s and '70s.  Maybe people found it their way, but it wasn't for me.  I wanted a road that was more open and free.
	Then a funny thing happened.  Just as I was coming into midlife, this amazing Internet era opened up and suddenly business was one of the most open and free things going in our country and the world. It pulled me right out of a career in journalism that I had been very happy in for 20 years.  In fact, it was a career that I had gone into as a dodge to get away from business.  Suddenly, business was really exciting.  There was a frontier and things were happening in a way that worked with the soundtrack of my youthyou know, revolution baby.  Now you could make revolution and make money and make love and have fun.  I looked around and thought, “Well, . . .”
jumping the fast track
	I'll tell you how I got into this to begin with.  By the early '90s, I had been at the Boston Globe for more than 10 years, going on 15.  I had had a great career there and had spent about 10 years in Asia as a foreign correspondent for the Globe and other papers.  The Globe had a nice fast track path where I was a very senior editor at the paper and was reporting from around the world.
	We went on a strategic retreat to Goat Island in Rhode Island in '92 or '93.  There were 50 or 100 of the top executives of the paper and top newsroom executives, including the heir to the family that had founded the newspaper 120 years earlier, William O. Taylor, our esteemed publisher, sitting in our midst.  One morning the topic was “The Digital Future.”  There was a panel on the dais of very distinguished folks who were talking about where things were going and what it meant for newspapers.  Now, this was early on in the talk about the “information superhighway.”  That sounds so clunky now!  The second or third guy on the panel began to paint a picture for us.  He said, “I want to tell you about the Boston Globe in the year 2002.”
	He said, “The big plant is out on Morrissey Boulevard, a beautiful structure, but the windows are gone.  The phones are ringing, but nobody's at the desks.  Tumbleweeds are blowing through the press room, but nobody's there.  The last paper is still in the presses.  Nobody bothered to take it out; nobody wanted to read it.  Newspapers, my friends, are doomed.”
	It was a crowd about like this one, and everyone just went wild in that kind of sassy way that newspeople will, all hooting and hollering and laughing.  I was sitting in the front row.  I'm a famously bad shot, but I wadded up the back page of my program tossed it at the dais and hit the guy square in the forehead.  I was embarrassed.  The one time I actually had decent aim.  Why not at the carnival with my 16-year-old girlfriend?  Then, I could never get the ball in the hoop.
	Sitting next to him on the dais was Ted Leonsis, who, at that time, was head of Redgate Communications and was soon to become president of America Online.  Ted, who, at least that morning, had this very burly kind of flushed and glowering aspect, looked out on all of us yahoos with this terribly fierce look on his face.  He leaned into his microphone and said, “I want to tell you something.  Digitize or die.”
	I was sitting in the front row.  I was a print guy through and through.  I realized that I didn't know what he was talking about.  I didn't know what he meant.  At that moment, I thought to myself, “Something is going on that I've got to find out about.”
	It didn't take long, because the media in the '90s exploded with the whole story of what was going on online.  I would sit upstairs in the cafeteria at the Boston Globe with my colleagues, and they would debate over lunch whether our industry would last long enough for them to retire.  I thought, “It’s the smell of dinosaur wafting up.”  I wasn't even 40 yet.  I wondered, “Can I possibly stay in this kind of environment?”  There was a lot of paranoia in the newspaper business, in fact, in many businesses.  Not all of it has turned out to be justified, but surely a lot of amazing things have happened in the years since then.
	We have just come through an amazing period of history.  I have no doubt that historians will look back on this as one of those unique periods in American history where real mania gripped our country.  Looking back on it, when I think of this Internet era, I remember how we all laughed at the survivalists and the “end is near folks” as we approached the year 2000.  I almost think that the Internet mania, itself, was part of a millennial craze.  We wanted to believe in this “e-topia,” and maybe we weren't so immune to the kind of year 2000 millennial turnover that others felt.  Whether or not that's true, it clearly was a period related to the California Gold Rush and the Klondike and the railroad boom and all of those periods that somehow take on such an amazing ball of energy and magnetism that spreads across the whole country.  Certain people find themselves absolutely drawn to that.  It's irresistible, and they can't help themselves.  It's like when the little signal comes down from the spaceship and all the zombies come down and walk.  I was one of those people.  It was just too alluring.  I could not resist it.
	I'm going to talk a little and read a little this morning.  With this being about the Internet, some of the groups I talk to are so young that when you say “read,” they are like, “Oh man!  Read?”  I tell them, “I have a realtime, full audio, 3D, hypertactile multimedia presentation for you.”  That’s cool. Then it's down.
	There are a couple of pages I want to read because you might relate to them.  I'll tell you more about the company, HomePortfolio.com, as we go along, but this is early in the book when I try to catch that moment in my life that many other people shared and what it felt like.  I was turning 40.  Here we go...
	I knew I had dreams my life wasn't touching. I knew there was a clock ticking. I knew the world was changing in ways that meant I shouldn't count on old assumptions anymore. But I didn't know if I could act on that, with kids and a mortgage and all the habits of a familiar life. Hello boomer! Are you stuck yet?
	How funny that the Internet gold rush should show up in the middle of our lives, a seductive, invisible frontier as big as our imaginations. It was the direct descendent of every wild, golden sunrise that ever set armies of dreamers in motion. We sing songs about those times and pass down their legends, of Pilgrims and pirates and settlers and gold-mad ’49ers.
	I wasn't the only one who went chasing thrills and fortune on the Internet, but I must have been one of the least equipped. I was not a tech wizard or an entrepreneur. I had only been on the Internet half a dozen times myself. I knew almost nothing about computers beyond what it took to get through a working day. And I had never started a business before, let alone one that would require millions of dollars to get off the ground.
	Here's what I did know: something huge was happening, something on a scale so large that I was lucky to see it even once in my lifetime. It was stirring economies and imaginations and possibilities like nothing I had ever known. And the more I looked at it, the more desperately I wanted to be part of it.
	Here's something else I knew: I was going on forty, and was desperate for fresh oxygen. I probably would have joined a mule train or a circus or any damned thing that moved if the Internet hadn't come along. I wasn't twenty-four with nothing to lose or fifty-five with a trunk full of play money. I was just a hungry soul clashing clumsily into midlife vertigo a little earlier than most. I had played out the better part of a first career and found some of its limitsand some of my own. It was time to make the leap.
	It was the kind of leap that, one way or the other, we were all beginning to weigh in those days. A leap from security to risk. From the known to the unknown. From well-grazed limits to open vistas. It was thrilling. It was terrifying. It changed me. It changed the people I loved most, whether they liked it or not. But I couldn't know that then. Hey, there were twenty-two-year-olds riding the rocket all around me. How hard could it be?
	I found out.  I was lucky enough to have a fellowship at Harvard in the academic year '95-'96.  In that year, I spent a lot of time in the spare bedroom of an old college roommate named Rolly Rouse who had been calling me and whispering in my ear for seven years at the Globe saying, “Hey, man, the media is coming.  Hey, man, what's it mean for your industry?  Hey man, I got a cool idea.”
the pied piper of hamelin.com
	I bet I'm not the only one in this room who some visionary wild-person was whispering to.  Rolly really planted the seed in my mind that maybe there was something else, but it was hard to take it seriously.  I had almost three children at that time. The third was on the way.  I had a mortgage.  I had the regulation credit card stack.  Nothing like what it would become, but regulation, and Rolly kept calling.  In '95-'96, while I was on the fellowship at Harvard, I spent a lot of time in his third bedroom.
	Rolly had this idea.  We had been roommates at Yale years earlier.  He had degrees in architecture and engineering, and he had always been in love with residential home design.  We lived in Newton, Massachusetts, just outside of Boston, a wonderful, late 19th-early 20th century community with a very diverse and rich housing stock.  As he drove around town, drove his daughter to daycare, he would look at these houses bursting with individuality and character, each one a real expression of some home builder or homeowner's personal vision of what they wanted their home to be.  Then we would drive around the suburbs outside of Boston with huge million dollar homes going up and, somehow, they just didn't have that same pizzazz that these homes had 100 years ago.  Rolly would say, “Look at these homes, the older homes.  There is no reason why people shouldn't have homes like that today, but the industry is just too messed up.  Communication is too hard.  It's too hard for people to find what they want, too hard for them to make decisions and too hard to learn enough to make the right decisions for themselves.”
	He would say, “You know, the new media are going to change all kind of industries.  They are going to change the home design industry.”  He said, “Tom , I really think there is a big opportunity here.”
	I was not an architect; I was a news guy.  I was spending my time covering stories in Asia and editing stories from all over.  I was just back from Rwanda and Somalia and the Balkans.  This was very far from the world that I had lived in, but in some way it looked so real and so immediately, intimately important in people's lives. At the same time, frankly, I was looking for my way onto the Web, but I was not a technology guy.  What did I know about routers?  What is that, a road map?  I had no idea.  I didn't know technology, so that couldn't be my path, but this was something I could intuitively understand.  During that fellowship year we just dove into the business plan again and again and again. I thought, at the time, it was kind of an avocation for me, a hobby.  I had a job to go back to, a career.  I had a salary and pension and 401K and perks and a secretary and the whole works.  This was just fun.  This was just dreaming, shooting the breeze, but, little by little, it got its million little hooks into me.  I'm sure I'm not the only one who has a story like this to tell.
	Meanwhile, the buzz around the Web was really starting to brew so that many old industriesit's hard to remember now, but the old economy had been through a hellish few years.  We had just come out of a recession that had made everybody doubt their industries’ futures and their own futures in those industries.  Downsizing was the big word.  The New York Times ran a big series in January of '96 about the downsizing of America and how everything was going to hell in a hand cart.  It’s unbelievable now, after the boom we've been through.
	All of that got me more and more interested.  I promised my wife so many promises, so few of them were kept.  She looked at this with some bemusement.  I had promised her I would make all the dinners during this year, because I had a year off, essentially.  I don't think I made any.  I was always in the third bedroom.  I said, “I'm just playing with this.  It's just an interesting thing.”  Then, as she watched me spend more and more time with it, she wondered what was going on.  I said, “Don't worry.  I promise you one thing, I will never leave my job at the Boston Globe if I don't have at least seed money for this new company.”
the decision
	Of course, when the time came to decide in the summer of '96, we didn't have seed money.  We had a few thousand dollars from friends and family.  We had some stuff out of our own back pocket, but there wasn't much there.  I'll never forget the day that I resigned from The Globe.  Again, I'm sure, everyone who has made the leap has a comparable story.
	The day had a symmetry to it.  In the morning, a meeting with a venture capital guy out on Route 128 outside of Boston, Andy Markuvitz of Matrix Capital, a brilliant venture capital guy.  In the afternoon, my resignation.  The meeting was scheduled with the editor.
	I got up that morning.  I had the resignation letter in my pocket as I sat through a three-hour meeting with Andy Markuvitz in which he did not show any warmth toward our idea.  I looked at this very experienced, brilliant guy, his forehead ascending up to the skies with multiple lobes.  We were singing our hearts out in the way you do in your first venture capital meetings when you have no idea what they want to hear.  You're full of passion and they don't want to hear it.  They want to know, “What's the nut of this thing?”  We didn't even know what the nut of this thing was.  I think it was our second VC meeting.  The first had been with Bill Kaiser at Greylock, another god of venture capital, and that hadn't gone anywhere, but that's a more complicated story.  You can read it in the book.
	At the end of the meeting, I'm on my way to resign, mind you, and Andy steeples his fingers and says, “If Bill Kaiser is not interested in this and I'm not interested in this, why would you do this?”  I'm thinking, “Oh, man!  My resignation letter is right here by my heart burning in my chest. Well, what the heck.”
	We were in the car on the highway, and I was headed into the Globe to resign.  I didn't know what the reaction would be.  Would they be furious?  Would they be disappointed in me that I was taking off the collar of the journalistic priesthood?
	Everybody ended up saying, “Congratulations!”
	First of all, I didn't expect it.  Then I’m thinking, “Congratulations for what?”  I'm walking away from everything.  I have three kids, one who’s about to go to college.  I have no tuition money savedwho does?and they’re saying, “Congratulations and good luck!”  I had nothing.
	Happily, three weeks later, our first seed round came through of half a million dollars.  It came by way of a mentor we had developed in the software industry who led us to a friend who had family money.  You know how that goes.  Half a million dollars!  Gosh, I thought that was a big number.  I remember we saw it on the bank statement and were just in Heaven.  “This is so much money!  Our destiny is assured!  Big money!”
	By that time we had brought in Sean Becker from the MIT Media Lab, a third founder and a super technologist; one of the top guys in the world at turning 2D images into 3D models where you know nothing about the camera optics, just using math.  A brilliant guy who was being courted by everybody under the sun, including a local agency and Industrial Light & Magic and Autodesk and all kinds of folks, but he joined us, and we found this again and againno matter what your business is, you have to find the people who have the  passion for that business because that's what attracts them when you're so young and have nothing.  Sean's mother, miraculously, was an interior designer, so he was into homes.  That was cool.
	We ran out of that money, of course, in short order.  We were out in March of '97 and, for the next year and a half or two years, we had our long trek across the desertno salaries, no money, everything floated on personal debt and Visa cards and every ugly combination thereof under the sun.  During that year I learned a lot about human nature, myself and my marriage, and, once again, I'm sure I'm not the only one who can speak to that experience.
the home fires burn
	At its heart, every marriage has a contract about boundaries and who will go where and how far.  The entrepreneurial experience tempts the entrepreneur, in some cases almost demands, that he or she break those boundaries.  I broke mine in a big way.  I had been with my wife since high school, so it was a long marriage, but she was into home and family and wine.  I took us progressively further, in steps.  There is always a false bottom in the suitcase, and it just kept getting lower until, by Christmas of '97, it was bad.  Everything was gone.  We had met with or talked with maybe 100 VCs at this point, and there had been no joy.  Nothing was happening.  I remember coming home one night and Danielle was sitting by the Christmas tree.  There was a pitiful little necklace of presents around the bottom of it.  My brother had kicked in a couple of thousand dollars, which is the only reason we still had the heat on.  The dining room ceiling was falling in because I couldn't afford a plumber to find the leak to fix it.  We had canceled guitar lessons and karate lessons and dance lessons and my daughter was still sleeping in her crib, corner to corner.  She was so long now, but I couldn't afford a freaking bed to move her into.
	I realized that we were getting right out there on the limb.  At this point, my house, my marriage, my family, it was all hanging out there on a thread.  Danielle turned to me and said, “You know, Tom, we can't eat moonbeams forever.”  I realized that I had gone past a lot of deadlines and a lot of promises and I just flat out asked her, “Are you going to leave me?”  It was getting close.  You could smell it.
	She sat and looked at these three presents for a long time, then she turned and I saw a little humor in her eye, which I knew meant, “Okay, okay, maybe it's not so bad.”  She said, “I'm not going to leave you now.  If I left you now, I'd be the one paying you support.”  Another bullet dodged.
the dark and the dawn
	I want to read you another little section here.  This is from one of those bottom of the barrel times.  Since you are entrepreneurs, I hope you will appreciate some of the dynamics of what's going on here.  We had been abused, I had eaten more rejection in all of this than I had in all of the rest of my life combined.  I'll give you just a little snapshot.  Here I was with my partner, Rolly Rouse, and w had been talking with lots of people . . .
	Hearst said no. They would not invest now. They were very hot on Home Portfolio, but the company was too young for them to invest in. Please come back in six months.
	Six months! We could be dead in three!
	US West said no. They couldn't get agreement between their Colorado and Boston offices on whether this was a priority for them. They were undergoing their own corporate reorganization. Maybe later. Ciao.
	Oak said no. At least not yet. We weren't sufficiently “consumer-ready” for them. A very fair point. Despite our star turn on NetCaster, we knew we were not really ready for prime time. But how were we going to get ready without resources?
	Here were three big rejections in a row, and that didn't even count the investors who hadn't been interested in the first place. I had eaten more rejection in the past twelve months than in all the rest of my life put together. This rain of blows was grinding me down.
	“What is it?” I ranted, sitting in the wild clutter of the office. I was losing it. We couldn't wait forever. Our great vision was starving to death. “Do we smell bad? Is our cosmic fly down? What exactly is the problem here? Do we sound stoned to these people?”
	“Not at all,” said Rolly pushing right back, “We’re on the right track. And the proof is in the hearings we’re getting. These aren't brush-offs. These are real hearings. Visits. Serious considerations. It's just that we’re not quite there yet.”
Do you hear this?  Have you been there?  Do you know what I'm talking about?  It’s just the two of you alone in the office and everything sucks and you are trying to buck it all up.
	This guy was amazing. He had a point. I got it. But I also knew his reflexes now. Put him in a corner, and he would spin stories of imminent success all night and all day. He would turn that big brain on and scour every angle and tiny crevice for hope, for light, for tools of rebuttal. And he would find them.
	But behind that reflex he was hurting, too. We had walked away from careers. We had worked seven days a week until midnight for a year. We had put everything on the line. We had nearly abandoned our families. And his bed was the one groaning with a mother lode of plastic.
	“Okay, maybe they are right, then,” I said, “Maybe the company is too young. But how do we get older without money?”
	Our little operation had gulped Rick's latest hundred thousand down like a snack. We had bills stacked up all over. Just keeping the telephone service turned on was a challenge.
	We sat in silence for long minutes. Rolly's eyes clouded over.
	“Well, the reality is, everything has its clearing price,” he said. I knew what he was thinking. We could slash our asking price for equity in the company. Forget the $5 million valuation we had won in the seed round. Take whatever we could get. Let Rick and Scott be crammed down, let their stake in the company be gutted by a fire sale valuation on the next round. I pictured us selling to some ruthless, bottom-feeding investor looking for a distress sale. Vulture capital. I pictured us lashed into the deal, working like slaves for a tiny share of our company. 
	“Even junk gets sold at yard sales,” Rolly almost whispered. I had never heard him talk like that before.
	“You don't want that,” I said. “and I don't either.”
	The phone rang and it was Jeff.
Jeff was an investment banker, the kind you use when you are young.
	“We’re going to have to aggressively pursue a bridge round,” he said, meaning a smaller investment that could tide us over until we would get a big one. “We’re just too early for most of the people we've been talking to. The question is, how do we keep going until we’re ready for the big money?”
	I loved this guy. I really did. He was as crazy as we were. He was hanging in. Another can-do dreamer, smart and crazy all at once, just like the rogues in the old all-American storybooks. Lock them in a room and anything seems possible. Slap them around with some sharp reality, and five minutes later they’ve brainstormed their way back to the dream, like bobbers that just won't go down. They’re like ecstatic worshipers, like coal walkers. They chant the words, they caress the idea, the vision, and it makes them high, makes them impervious to pain. It's their cocaine, their khat, their peyote. And ruin is the snake they handle. Look, it won't bite me, they say. I can wrap utter ruin all around my neck and lay its fangs on my throat and howl, and it won't bite me. I am armored by belief, made imperishable by vision.  Even ruin is not ruin. Only my flesh is vulnerable, and I am not flesh. I am one with the vision. I will walk on water, I will pull the sun up with my bare hands. I will be immortal. I will make new worlds. I will rise above all ordinary cares and fly.
	But he was also retreating. Forget the big money for now, guys, Jeff was saying. Squeak out what you can.
	“How far could you get on a million dollars?” he asked.
	“We could make it to launch. We’d make it to January,” said Rolly.
	“Would you take it at $5 million pre-money?” asked Jeff, meaning no increase over our seed round valuation, no bump for all the work we had put in.
	“We would do it at $6 million pre-money,” Rolly said, and then he remembered all the desert and wasteland around us. “Well, okay, we'd do it at five million.”
	We'd be lucky to get that. We were in deep shit.
	“Chin up, guys, I'll talk to you tomorrow,” said Jeff. And he was gone. And our $3.5 million dreams were gone with him. A bridge round! It would be just as much work as a big round, maybe more, and then we would still have to get the big round.
	We sat like statues for a long time. We didn't feel like heroes. We didn't feel anything. The road was getting way too long. And it just got harder. We were going to have to go back to Rick on our knees. This was supposed to be a gold rush. It felt more like building a railroad through the Rockies with no shovel. Like walking naked across Death Valley.
	Rolly threw his head back in his chair and flung his arms out, wide and beseeching.
	“Why do people do this?” he moaned. “How do they survive it? It's just too hard! And then it's humiliating!”
	“Amen, brother,” I said. “And if you screw up, you’re bankrupt. You’re a stupid, pathetic, overreacher, a penniless fool.”
	Whoa! Things were getting a little shaky here. It was my turn to steady the boat.
	“But look, we’re doing it,” I said reflexively. “We’re on the path. We’re still standing.”
	In a matter of speaking.
	You may have been at that place.  It's not a fun place.  But happily, within a couple of months of that day, and the desert days around it, we made our first sale, signed our first contract and were flying out to Chicago on the cheapest tickets we could score online, renting the tiniest car we could rent at O'Hare, driving in a blizzard out to see Grohe America, the US division of a big German faucet maker, giving our spiel for the thousandth time and waiting for them to say no so we could go back to Boston and go bankrupt.
	And they said yes.  
	We almost couldn't believe what we had heard.  We stood in the parking lot in the snow crying because our marriages were shot, everything was gone, but that first sale, that cash in the door was the proof of concept that the VCs had been looking for.  With that proof of concept and the chain of manufacturers that came in behind them, including Gaggenau and Viking . . . I remember going down to sell Viking in the Yazoo River Valley in the Mississippi delta, still broke, but they came in.  Suddenly, we did have the VCs, and suddenly we were there.  We began to pull out of that long, dark night where we had tested ourselves and our marriages and our families to the brink and someplace beyond that.
how far should you go
	The experience of writing the book was an important one for me.  I knew going into the company that I would write it.  In fact, the advance on the book was part of the early funding for the companya novel approach to Internet startup funding and my publisher's gamble, I would say.  I used to think, “What will I say if we don't make it?  Who wants to read that book?”  The advance fed the family for about two months, then it was just more debt, just one more gun to the head with all the others lined up there.
	But the beauty of it was that it helped me bring my old career, in some dimension, along to this new one.  They say that in this New Economy we'll all have half a dozen careers in a lifetime.  I think it's important, as you do that, to bring along the things you love from your old career.  Life is not a series of chopped up pieces; it's got to have some continuity to it.  Make sure that you can bring things you love along, because the place you are going you don't know yet.  You might love it and you might not.
	The book kept it all together.  At this point, it's interesting because of all the feedback it brings and lots of business schools are picking it up.  At Babson College’s business school, outside Boston, they are using it as the text for the introductory month and a half that all the incoming B-school students take.  We were sitting there with the faculty 10 days ago.  The finance course will be built around it, and the business plan writing course will be built around it, and the ethics course will be built around it.  I got the distinct impression that the professor of ethics at Babson believed that I had ultimately behaved unethically in the degree of risk to which I had exposed my family.
	Well, so I did it.  What can I say?  Hang me now, but it's an interesting thing for everybody to think about.  Exactly how far should you go?  You do get obsessed; you do become intractable.  I learned a lot of things about myself in this process.  I learned that I was completely intolerant of nonbelievers.  I didn't want to hear it.  If you didn't believe in what I was doing, get out of my face.  It was partly because I was a guy on a mission, like everybody who is doing this, and partly because I was vulnerable and that was a vulnerability.  People start nibbling awaywhen your wife thinks you’re nuts, when your friends think you’re nuts, when the VCs aren't responding.  It's a funny balance to keep, to stay humane with the people you love and stay on the rails of where you are going.
houston, we have a company
	Let me tell you a little bit about the end of this story and how it proceeded.  In the spring of '98, three or four months later, the full working Web site at HomePortfolio.com went up and the first people began signing on, paying cash and we closed our first round with Scripps Ventures, the venture arm of the E. W. Scripps publishing company.  Lucky for us, it’s also the company that was the seedbed for Home & Garden Television, HGTV, which was a huge story in the early- to mid-'90s.  It was the first 24-hour cable channel devoted entirely to the home.  It had been a huge success, and it meant that Scripps knew this vertical sector very intimately.  They understood what we were talking about when we gave our pitch, which had become much better in the lapidary process of thousands of rejections.
	We closed a $3.5 million round, and, a year later, we closed a $20 million round led by Oak Investment Partners, great players in retail and technology and a real blue chip VC.  I'm happy to report that just last month we closed another $48 million round, this one led by HGTV and including strategic partners CondéNet, the online arm of Condé Nast, which publishes Architectural Digest and House & Garden magazines, and Meredith Publishing out of Des Moines which publishes Better Homes & Gardens, Traditional Home and Renovation Style.  These three together represent the major media powers in the home design world.  Their simultaneous investment in one dot.com, when they could have invested in any dot.com, as well as their investment coming after the market swoon in March, and at a good valuation, is very, very heartening to us.
	Today, HomePortfolio.com is the leading online marketplace for home design products, information and services.  We have 100-some employees working in Newton, Massachusetts, just outside Boston.  We have offices in five or six cities now, a network of 1200 top manufacturers showing their products on the site and more than 65,000 physical retailers in a network we direct consumers to so they can touch, feel and buy.
	It's amazing when I look at it some days.  We are still in the same old church building where we started out, up in the garret, up in the eves, but it's bursting at the seams now.  There's tremendous activity there, and it kind of blows my mind what's happened.  We're going into a new world, and that's my story.  I hope that I can share it with you in the book.  I'm very grateful to the Morino Institute and Netpreneur.org for setting this up today, and to all the people who have been so helpful along the way.  One thing I'm sure that you have all seen and learned is how important the contributions of individuals are when you are in this entrepreneurial mode.  You are at once powerful and incredibly vulnerable when you are on fire with an idea.  The people who share that dream a little bit, who are willing to extend themselves, they become precious as goldmore than gold really, because they keep you going and they make it all happen.  I'm very grateful to all of these people.  It's great to be with you.
the audience: q&a with tom ashbrook
Q:  Good morning, Tom.  You are a captivating storyteller, so I want to thank you.  I think it did a lot for a lot of us.  I got the impression from you that it might almost be too late, that maybe the window is closed and the gold rush is over.  I'd like to hear some of your thoughts on that.
Mr. Ashbrook:  That's a great question, very timely.  We are at a very sobering moment, but, to me, that's a good thing.  We have clearly been through a mania, and the market was the best barometer of that, but a mania doesn't mean that there wasn't, and isn't, a tremendous revolution going on underneath the storm and the perhaps inflated flurry.
	If you are looking at a “me-too” opportunity, forget about it.  I just don't think there is anything left there, at least not if someone else in your sector has a good running start on you with a good management team.  If they don't, go after them, because there are plenty of Internet companies out there now that are putting up a brave face.  Behind it, however, the squirrel cage and gum wrappers and bailing wire are pretty ugly.
	I think we have really just begun to see how the Web is going to ripple through the entire economy.  I continue to believe that there are enormous opportunities for people who have the imagination and the conceptual vision to see how this universal networking of the world can turn things upside down.  I do not think that it's too late by any means to be dreaming and finding those new degrees of frontier, whether it's on the Net or in many other areas of the economy.
	The Net has gotten the entrepreneurial story going, but, of course, it's not the only place to look.  I think there is a lot more to come in this wave, so, no, I wouldn't be afraid of diving in at this time, although it will be a little less forgiving.  Is that a good thing or a bad thing?  I think it's a good thing.  In the last couple or three years, some people have invested real time and real hours on very flaky ideas which they could have spent with their children or in the garden.  Maybe it's better for that to be weeded out up front.
	So, be aggressive.  Be strongly visionary and conceptual.  Look beyond the hot thing of today and look beyond the fad.  As an entrepreneur, I am so happy for some of the mania to be taken out of this bubble so that the fad thing goes away.  It used to kill us.  Some VCs were so hot in pursuit of that IPO.  They saw how people would latch onto the latest fad, ride that fad for three months, make the IPO and the devil take the hindmost.  Who cared what happened later?  Nobody with VC money in a company could be completely immune to that, and it would lead them away from the fundamentals.  It would lead boards of directors to push companies to do things that didn't really make sense in hopes that they could ride a mania wave, surf it into shore, get the IPO and hey, see you, guys.  There will be less of that now.  You will be in a more sober environment.  You will have more sensible conversations.  So be visionary, be brave and be sure that you have a new ideaat least as sure as you can be since we never really know.  I think there is still plenty of opportunity.
Q:  We may be lucky enough to have spouses who accept what we're doing, but children are a different matter.  Children have this foisted on them.  How did your children take this period of hardship and how has it changed now that you are more successful?
Mr. Ashbrook:  With kids, in my case at least, you get this wonderful lag time.  I'm sure you have a brilliant wife, we all do.  She will see right away the vulnerability and risk you are headed into.  Your kids won't. They won't have any idea.  Even if they are pretty old, they won't, so you have, I don't know what the period is, but, say, six months or a year or sometime during which your spouse may be freaking out, but your kids won't be aware.
	Later on, it got trickier when there was no movie money to give them, when I would go into a rage, the real reason being that I couldn't afford the soccer tournament fee, but it gets vented some other way because you can't admit that.  It's just too ugly and too bad.  Your kids are asking, “What's going on?  Why is money such a big deal all of a sudden?”  The tension between husband and wife can be pretty thick.
	I thought we were protecting them from most of it.  When we would have our real knock-down, drag-outs, they'd be at two in the morning.  I thought the kids would be in bed, but, of course, ultimately kids know everything.  I remember very vividly the day I went to walk the dog with my then 12-year-old with whom we hadn't really discussed any of the financial ghastliness of our situation.  Down the block from our house there is an old junior high school that had been converted into senior housing and had a few units of low-income housing.  He said, “Dad, if we have to sell the house I hope we at least move into that place, the low-income units there, because I would like to stay in the neighborhood.”  I said, “Okay, son.  Who said anything about selling the house?”
	The funny thing is that part of my motivation for doing this was to be the right kind of model for them.  I don't know about “New Economy” and “Old Economy.”  I think the wall is disintegrating between the two.  It's one economy now, but it's a much more fluid and risk-oriented economy than it was.  I really believe that the winners in this new century will be people who are willing to envision and take risks, and I wanted to be a model for my children in that way.  I didn't want to be someone who clung to that desk as the industry eroded underneath it just for that weekly paycheck, gulping it down.  I didn't want to be a sucker.  I wanted to show them the way.  I felt good about that, but then I started to be horrified, thinking, “My gosh, I'm going to fail and the model I'm going to be for them is going to scare them away from the very path I think they should go on.”  More than anything in this experience, that terrified me.  I could rebuild a career.  I could get back on my feet.  In my own life, as I point out in some detail in the book, I had been through the experience of my father failing in plastics in the '60s.  I didn't want to pass that on.  Happily, that didn't happen. 
	Now it's cool, you know.  “My dad is an Internet entrepreneur!”  It's very au courant.  Their friends think it's very cool.  “He has a book out.”  Now I'm the hip dude.  My legs have reappeared like that photograph in Back To The Future.
Q:  Did it get easier after you got that first customer or did you still have the problems that “tweener” businesses suffer, such as making payroll, etc.?
Mr. Ashbrook:  Tweener, huh?  Cool. It's still not easy.  It's still not at all easy.  During that tweener time you are still definitely on a proving ground.  You are always on a proving ground.  This is the education of Tom Ashbrook and probably all of you.  I had this sense that once your finger touches a million dollars something magical happens.  You have an aura and see all.  It ain't so; it continued.  We fought like sons of guns over that next year to build the company.  You have to find all the right people.  You have to build out the architecture.  You have clients now and they have to be satisfied even as you are growing.
	Ironically, the long period that we spent in the desert turned out to be a very advantageous thing for us.  If we had not done that, in our case, this opportunity would never have been ours. It let us fly under the radar for more than two years building the deep tech architecture of the site, building our understanding of the industry, building all of our contacts in the industry.  By the time we stopped starving and got funded and showed up, we were not crushable.  We were not ignorable and we could not be flicked out of the way by some big, old media player or big retailer who might find this an interesting opportunity.  We had to be dealt with. That was a big advantage.
	In no way did it become easy.  The thing that did go away was that sense of tremendous personal guilt and fear that you were crushing your family life, the very people you were working for, while you were working your brains out.  At least they were eating and the fridge was full.  The dining room ceiling was fixed.  There was a new bed.  That feeling you have in the nightthe terrible tradeoff, the dark before the dawn that you are really hurting people around you, not just yourselfthat passed and it made it personally easier, but, in business terms, it stays hard as far as I can tell.  Is it easy for somebody out here?  I don't know.
Q:  Can you warn us about one landmine that you stepped on so we don't repeat the mistake?
Mr. Ashbrook:  Sure.  This gets back to my observations about the fad sickness that the Internet industry has had over recent years that was so strong and so powerful.  We always hated this B2C/B2B stuff.  Our view from the beginning was that for whatever industry you are approaching, you have to look at it in a holistic way.  What do you mean B2C or B2B?  Many of these things are a combination and the market stories that were built around them were ugly examples of fad-driven value.  Make a company, spot an industry.  You don't know if it's going to work or not, but maybe it will.  First it was B2C and there was this big stampede toward it.  We are riding the market, so off we go.  Then it’s B2B.  Pretty soon all the lemmings are off the cliff.
	I think the lesson of it is to understand the industry you are going into in a whole way.  Build a strategy that's integrated and full, that's not in any way built on a speculative market play about the fad in the Web space for the moment.  A case in point with us was that, from the very beginning, we saw that home design, a $250 billion industry, was very, very fragmented.  If you have ever built a new home or renovated or just done some redecorating, you see that it's such a pain in the neck.  Something like 70% of remodeling projects are dropped before they're done because it's too time consuming.  People say, “I'll live with the old thing.  Forget it.”  It's too hard.  Decisions are ultimately made by women, in many cases, but so much of the industry is built for guys with tool belts and little cracks showing.  It just doesn't work for women.  It was never our view that all this commerce that goes on was going to suddenly be done completely on the Web.  We always saw our play as a pure navigator or a marketplace play where we aggregated this product space for the first time.
	Unlike Amazon.com, which had an electronic database of books to suck down the first day they opened business, or CD Now where all the CDs were already in an electronic database, home design productseverything you choose visually in a home, exterior and interior, windows, wallpaper, fixtures, flooring, furnishings, you name itthat had never been pulled together.  We did that for the first time and, under that, we built a very sophisticated universal attribute language for those products so that, even as we go to millions of SKUs, consumers can navigate to the things they are personally interested in and not be overwhelmed.  We never thought that everyone was going to start buying thousands of hot tubs on the Web.  The idea was always to create the marketplace, help people get the information they need, make them informed, empowered, prequalified shoppers.  Be very happy to send them out and make your money from selling online technology, online marketing services and eCommerce enablement.  Don't be the merchant of record because nobody knows where that's going to go.  If you are the merchant of record, you are going to compete with the distribution channel in an industry where the distribution channel is absolutely fundamental.  We believe and understand the physicality of these productsyou want to touch that tile.
	Last summer, the din for eCommerce and eTailing was so loud that our board could not resist it, and we finally thought that maybe we shouldn't resist it.  They were fads, but they were real.  People were going public, a lot of money was being made and maybe everything was going to go on.  We didn't believe that, but it was so loud that we did it.  In December or January, we started selling online in a tiny way, at the margin, in the most grudging, nudgey, we-don't-want-to-but-okay sort of way, a tiny percentage of the products that we show online.  We satisfied and we responded to that fad, but we all know what happened with eTailing.  We know what the story is, just devastation everywhere.  It's really ugly.  Happily, our base stayed in our original strategy, so it's been easy to migrate back to it.
	In going to that fad, however, we sent a signal which was confusing to the manufacturers and physical channels which had understood our story.  Suddenly, there was this contradictory element in our story because we were selling online and we were the merchant of record.  How could it be an open marketplace and doing that?  It didn't add up.  Worse than that was the six months of engineering and person-hours that went into this effort that could have gone into many other things that I wish we had been doing.  We have recovered from it very well, and we learned a lot in the process.  We never got very far down that road.  We stayed basically on our core path all the way through, and that's one example of a mine that I suggest you avoid.  Know the industry you are going into and don't be driven by fad labels of any kind.  Resist those labels when they are thrust on you, even by investors, to the best of your ability.  Go with what really works, not with the fad of the day.
Q:  I thought that your partner made a good point when you hit bottom and he said that you were getting the hearings but something was separating you from clinching the deal with investors.  What were the one or two things that were standing in your way?
Mr. Ashbrook:  I guess there were a number of things.  The first and maybe the most fundamental was that, at the beginning, our vision was so ecstatically enormous that we sounded a little crazy.  The cool thing about the Internet, actually the thing that drew me to it, was that it inspired this colossal-scale dreaming.  I really dug that.  It was cool.  When you look at the vision we had in ‘94, '95 and '96 for how we wanted to change the home design industry, even after all these years and this amount of money, we've maybe realized 1% of it.  That keeps the job interesting because the 99% remains, although I don't know whether the 1% is growing or shrinking some days, because the vision keeps growing.
	When you walk into a VC and you have no bona fides, when you have never done it before, you're not a B-school guy, you have no tech background and none of the credentials that they’re looking for, but you have this dream as big as Texas, that's scary to them.  You sound drunk.  The more worried they would look, the more we would rev up.  We would get into our preaching mode and then they would really freak out.  We had to go through a progressive process of self-awareness and disciplining our dream and vision down to a practical, workable plan and disciplining our articulation of that vision so that we didn't scare investors.  Instead, we spoke to their real interests: “Here's what we are going to do.  Here is step one, two and three.  Here is how we are going to make money.  Here is the little cash register at the heart of this business that's going to go and go and go.  Yes, we have big dreams, but let's talk about the practical steps.”  That was the most important thing.
	Then there is the timing issue. We didn't know it, but when we got our seed round in the summer of '96, we were at the last minute of the first Internet investment euphoria.  It was crashing all around us.  We promised our angel investors that we would have another million in a month.  Well, it took us a year and a half.  Nobody wanted to invest in startups like ours that were consumer-oriented and content-oriented at that time.  So, timing is the other thing that's very important.
Q: I'm a 22-year-old with nothing to lose, emphasis on nothing.  If you hadn't had so much at stake, so much that you were putting at risk and so much pushing you to succeed, do you think you would have succeeded?  Do you think that was a hindrance or maybe an aid in pushing to you succeed?
Mr. Ashbrook:  Ooh, that's an interesting question.  Well, I don't know.  I'll tell you one thing, when I was 22 there is no way I would have gone through all this hell; I wanted to party.
	You are right in that I had more at stake when I dragged this bundle of humanity out on the playing field with me.  Maybe I had a bigger reason to win and not to walk away.  I did have more at stake, and maybe it made me more serious.  On the other hand, lots of people would have sensibly said, “It's not right or reasonable to take this many people into this much risk.  You should run back to the farm and let this go.”  It's an interesting question. but, if you are 22, what gives you the gumption to keep going?  You would have to be one driven son of a gun to keep driving through this storm.  Good luck, man.
Q:  Your bio mentions a lot of experience in Asia.  I just got back from Bombay a couple of weeks ago and saw that it's brimming over with entrepreneurial spirit, from the street corners right up to the towers.  How has your experience in Asia informed or influenced you during this endeavor?
Mr. Ashbrook:  Maybe in two ways. One, I was first in Asia in 1975; then, over the next 15 years, I spent about 10 years there.  I saw Asia come from its first peeping little sprouts of affluence into this amazing economic golden era.  One thing it made me know was that things could happen very quickly on a vast scale.  The other thing it informs us of, however, is that there can be flaws in the fundamentals of booms, like what lead them to come down.  Maybe the speed at which I had seen a whole continent go wild economically made me believe it could happen.  I was in Tokyo when the Ferraris were purring around every block in the Ginza.  Where are they now?
Q:  As I listened to you describe both your mental anguish and the real decision problems, I wondered if you had a board of advisors and, if so, where were they?
Mr. Ashbrook:  We did, and we had a good one.  Len Schlesinger at the Harvard Business School was on our board early on.  Art Bardige, a real educational software pioneer, was with us early, as well as Jeff Rayport at the Harvard Business School and many others.  In fact, we actively encouraged the best minds and toughest criticism that we could at every point.  One thing that we found, especially in this early period of the Web when we had such an ambitious vision in an industry that was so technologically backward and when so little was firm or clear, is that we had brilliant advisors and, on any given day, we would find them giving absolutely contradictory advice at every moment.  We learned that the only way to proceed was to have your own pole star.  Without it, you would be so dizzy, you would fall down.  I'm sure that some people get lucky and line up with advisors whose opinions also line up, where everything is a go and you roll along more smoothly.
	Don't get me wrong.  It was hard, but am I happy to have done it?  Very happy to have done it.  Would I do it again?  I don't know.  I can't say because my wife might hear.  We had great advisors, really great, really brilliant, but it was a time of such flux that there were not clear answers and brilliant advisors were giving absolutely opposite advice.
Q:  Good morning.  I'm in a small startup called Microsoft.
Mr. Ashbrook:  Getting smaller, I hear.
Q:  Actually, not smaller.  We are multiplying, thanks to the government.  I am taking the leap on July 17th.  My wife thinks I'm crazy.  Every morning I look in the mirror and ask, “Are you crazy?  Are you not crazy?”  You have that conversation with yourself.  Given all that you went through, would you do it again?
Mr. Ashbrook:  Somebody always asks that.  Well, I would not do it again the way I did it.  If I did that, I don't deserve to live.  That would be idiotic.  I hope that I have learned a lot.  I came in as a complete novice.  It was like throwing yourself off a cliff and building your wings on the way down.  I hope that I now have wings.  I hope, if I did it again, I would be a little smarter.
	If you are really creating something new, it's inevitable that you are going to wonder sometimes if you are crazy.  The Web helped on that front.  We marched on the Web like crusaders behind the Cross.  It was our holy symbol.  It was magical.  Still, I remember sitting there at midnight with those credit cards covering the bed, side to side like a quilt, my wife watching Jay Leno and wondering if we were going bankrupt.  Sitting there flipping them over, one by one, looking for a little more credit to squeeze out and realizing that not only had you spent everything you ever had, you have mortgaged your future forever, too.  You are flipping them and it's like the old “she loves me, she loves me not.”  It’s exactly as I say in the book: “I'm crazy, I'm brilliant, I'm crazy.  We'll make it.  I'm crazy.”  There are moments when you really don't know.  Maybe that's a sign that you are doing something newI hope it's a sign you are doing something new, anyway.
	I would do it again, but I would do it a heck of a lot smarter.  I hope I would do it a heck of a lot faster, and I wish us all luck every time we try.  Thank you very much.
Ms. McPherson:  It's now my great pleasure to bring up Mario Morino, a person who needs no introduction.  We always say that, but then we always do the introduction anyway.  An entrepreneur, philanthropist, Cleveland fanwhatever the team is, it doesn't matterand of course our spiritual leader, Mario Morino.
mario morino: a market realignment
First, thanks to everybody for being here.  It continues to amaze me that this keeps going on like it is, and it's because of you.
	I want to thank Tom.  I don't think his talk was at all pessimistic.  I think it was remarkably realistic, and what you heard was very personal and very intimate.  I could feel so much of what you went through because I lived it myself in a different era.  It was stimulating but remarkably pragmatic.  You should heed what Tom said because it's going to get more like that.  That isn’t bad, it isn't bad at all.
	We are experiencing what we politely call a “realignment.”  The realignment is going to continue and it's going to get tougher.  That isn't bad, it's needed.  Things have been a joke, a fantasy.  There are people who started businesses in the last five years that should never have been allowed to open their doors.  It means that you are going to have to do your homework better, but the chance of succeeding is still remarkably high.
	What's taking place today?  The wonderful theory that eyeball aggregation was the key to success is baloney.  The key to success is making money.  We are beginning to realize that again.  Nothing changesat the end of the day, you have to make money.  That's the game.
	Traditional brands are asserting themselves. The theory that the online brand was going to prevail is not holding up.  Traditional brands, if they own the space, are still holding that space today.  Amazon.com is clearly an aberration.  The brick and mortar has awakened.  There are thousands of organizations out there today with the normal intellectual assets, but do they know how to deploy them?  Not totally, not even nearly.  Are there people very anxious to deploy it for them?  You better believe it.  Do they have an advantage once they deploy?  Yes, an enormous advantage.
	As anybody from the Internet world knows, in a wired society large organizations begin to disaggregate.  We are beginning to see that take place.  When disaggregation take place, the assets of the major corporations and organizations of the world get broken up.  Each of those becomes business opportunities, and it's a staggering opportunity.  It's why the real innovation of the incubators is not what you see today.  There is a stunning need to work with the General Motors, the Sears, the Mercks, the Deutsche Bancs and the Barclays of the world because they are disaggregating.  They need talent, they need relationships, they need business models.  You are seeing companies like General Atlantic Partners, CMGI and SoftBank beginning to create formation centers that will work with those people to do three things: aggregate talent very rapidly, aggregate relationships very rapidly and help them develop new business models.  We are in the middle of a major economic transformation on the high end with stunning implications that will switch consulting firms from the fee-based retainer model to equity-based compensation structures.  It is a remarkably profound issue that we will see unfold in the next five years.  It opens up tremendous opportunities for you, because they will create cottage industries and spin-offs.  This has never been a short-term window.  The people who thought it was short-term were absolutely myopic.  We are in a transformation period, but there is a 15-year pattern ahead of us, minimum.  With bioscience it could be a 25-year window.  This is an enduring movement, not a transient pop.  The mania we lived through recently, that was a pop.  As Tom, said, there is a lot of strength underneath those covers.  It's a strength that dwarfs what we saw in the '70s, '80s, '90s and the decades past.
	One reason is that there is a massive amount of money and it's not slowing down.  The money available is actually going up.  The interesting part is that we have yet to see the market efficiency issue going after the private placement markets, the e-offerings of the world.  Those things have yet to evolve and take their effect.  Once again, that will channel new capital bases into emerging businesses.  That is all something that will play out in the next five to eight years and will put even more money into the emerging element of the business sector.
	There is a macroeconomic factor going on that we in the United States haven't totally absorbed yet and is not fully understood globally.  I am not trying to say that I understand it, but we have seen a fundamental change.  It probably started in the early '80s when entrepreneurship became a driver to the economy.  Prior to the '80s, this was not so much true in our economy.  The personal computer began to kick that model off, and the Net absolutely accelerated its movement.  When you realize that, the opportunity for individuals changes dramatically.  That's one of the self-empowerment points about taking “the leap.”  It's a very real thing today, and it’s open to many more people.
	The dot.com world is not over; it's just that sanity is coming back to the game.  Tom mentioned Ted Leonsis, who I think is brilliant and the ultimate comic at the same time.  He led off the Mid-Atlantic Venture Association’s conference last year and said that we need to establish “the moron hall of fame” for venture capital firms.  He was dead serious and, when one sees some of the deals that are funded, I would second him.
	Some one asked about advisory boards.  You need to get the best, but Tom is right, people just don't know what to tell you.  Sometimes, the best people are even making guesses.  The train is moving, but it is still unknown.  Everything goes back to the point Tom madeknow your industry cold.  What is absolutely appalling is to watch somebody come in with a business plan for how they are going to change an industry.  You ask them what their background is and they have none in that field.  None!  That means they have no concept of the cultures they are going to deal with or the channels they are going to have to operate.  Yes, certain channels will get disintermediated, but other channels will dominate you.  You have to know the market intimately to make those calls.  When a venture person is talking to you, he or she wants to know your background in order to know how much of your knowledge is based on a real, pragmatic understanding of the space you are trying to conquer.  That's what they bet on, and it's part of what you go through.
	Another healthy thing that's taking place is that we have to stop the concept of “wealth entitlement” that has set in over the last four years.  People go into business thinking that they should win.  It doesn't work that way.  You have to earn it.  We have allowed people get rich without earning it.  That's a mistake, because then they have no appreciation of what they’ve achieved, and there is no way they can balance or deal with this issue.
	When Tom talked about being two years in the desert to get an architecture in place and content in place, what he created was barriers to entry for competition.  Many people have brought me business plans where the model shows them going out the door in five or six months.  That means anybody else with a similar brain can come out the door in the same amount of time, probably less because you did it the first time.  Your perishability, your exposure is very high.  Where are your barriers to entry?  All the myths are gone now, folks.  Forget the time to entry, forget eyeball aggregation, it's about making money again, and you are going to hear that more and more.  I still think that we are going to see a lot more unraveling, and that isn't bad.  At the end of the day, it's going to be very good because it will allow the people with the best skills to succeed, as they always have in the industry.
	Tom talked about pitching to VCs.  They may have been asking, “Where is the nut?” but they loved your passion.  When you are selling you have to have the pragmatics at the table, but you also have to have the passion.  Tom clearly demonstrates that.  When you go in for those meetings they want to see the plan, but they know that the plan is going to change a thousand times before you get out the door.  They are looking for your stamina and intestinal fortitude.  You are going to find walls and rivers and gaps and chasms that you have to somehow get over and around.  They are betting on you to overcome the obstacles, especially the ones you can't even see today.  I still put a very high value on that passion and commitment.
	I thought Tom had a very insightful way of talking about the risk.  At a couple of the Netpreneur.org mega-events we talked about this, and perhaps I turned a few people off, but I'll risk doing it again.  You're betting your life.  I mean that, and don't kid yourself.  When you create a company, you are making choices.  “Mom & Pop” firms are fine, just be honest about what you are creating.  Don't delude yourself.  You may create that kind of business because you want to be close to your children or to get out of the traffic jams or for many other reasons.  You can make a very good living and be very proud of what you do.  That's fine.  There are people who create “quality of life” companies.  That's a step above the Mom & Pops, building a business that has more employees and such, but not going for the gazelle-style growth or an IPO.  You just want to get the business and draw a good income out of it.  You will get a better balance in your life over time, but you are still going to work your buns off.
	Then there is the third category of businesses, the ones that say, “I'm playing in the big leagues!”  If that's the case, then put everything else aside or you are going to get your clock cleaned.  That's the choice you are going to make.  If you are going to make that leap, find out who you are going to play against because Charles Wang will eat you alive, Bill Gates will eat you alive, Larry Ellison will eat you alive.  You name them, they will eat you alive.  They will leave no survivors, so you have to be ready for it and you have to think the same wayyou don't want to leave any survivors either.  You want to be a predator and you are going to dominate your industry.  That's your choice, and that's what the venture person is looking for you to convey and accomplish.  That's risk.  If you are sitting with three kids at home, you’d better believe that's risk.  I will always remember a very powerful moment back in the old Morino Associates days.  A good friend of mine had three kids at home and I was pushing him to get a deliverable out the door.  At the time, I didn't have kids at home.  Sometimes I look back on this, not necessarily with pride, but I made the right business decision, fortunately.  He was mad at me because I made a comment about how the productivity of some people who weren't married was much higher.  He asked how could I make that commentby the way, I was almost godfather to his kids.  I said, “I'm just telling you what's straight.  The fact that you have a family is your choice and you should be proud of it, but don't fault the other person who is here 110 hours with me.  You can't have your cake and eat it.  You can do one or the other.”  It's a hard mixture, and I applaud anybody who gets the balance.  I didn't get it.  I screwed up relationships in the process.  Many people do.  That's a choice you have to make consciously, and it’s critical that you negotiate with your spouse.  We would do product releases and our teams would go home and negotiate with their spouses that they weren't going to be home much for the next six months.  That actually saved some marriages because then the spouses knew and understood.  It gets hot if you are going to be a gazelle and play that game.  When you get the venture guys at the table, it's only a first step.
	Somebody asked, “Does it get easier?”  It never gets easier, it always gets harder because all the pressure keeps mounting. When you get a lot of shareholders, it gets harder.  Ask Michael Saylor of MicroStrategy how hard it is right now.  That's not a knock, I'm just being honest.  It's a lot harder for him today than it was one year ago, and it could still get harder.  Ask Bill Gates how hard it is today.  It always gets harder.  That's the irony.  You are always proving yourself because if you’re not, it means that you are stuck in place.  If you are moving forward, you are always on new terrain.  You have to prove yourself to larger clients, to larger investors, to analysts, to bigger companies, to bigger media.  You are always proving yourself in the process.
	Tom made a comment about intolerance for nonbelievers that I think is very important, both the good and bad.  It’s one of the keys to success, but I would phrase it differentlynot to be intolerant of nonbelievers, but to be stubborn with them.  Always heed what they are telling you because they are probably telling you something you should hear.  You can't let it distract you, you can't let it take you off target, but don't ignore it.  When you ignore it, you have allowed arrogance to take over.  Arrogance is being totally intolerant of any other opinion, and that will undermine you every time.  I agree that you want to be obsessed in order to drive past obstacles, but when people start telling you something else is out there, listen.  You are looking at the king of stubbornness here.  I'll go along thinking I'm right, I'm right, I'm right, and, finally, when the eighth person tells me, “Hey, you know, there could be a flaw here,” well, it begins to sink in after some time.  You have to be open, and it's a very hard balance because you're so committed to your own vision.
	Taking the leap is a tremendously difficult decision depending on where you are in your life. When you have the opportunity to make the leap and you have a dream, you have to do it because you don't want to wake up 20 or 30 years from now and say, “If only I had done it.”  Woulda, coulda, shoulda doesn't count.  Did does.  In your heart, if you want to do something and you have the opportunity, take the leap.  Thank you.
the audience: q&a with mario morino
Q:  Do you have any comments about seeking corporate strategic partners early on versus the venture capital route?
Mr. Morino:  Well, they are not necessarily exclusive, first of all.
	I don't think there's a single answer to that question.  I'm not trying to be evasive, but so much depends on the industry you are in and more.  Strategic partners can be risky.  You have to choose them carefully because they basically inhibit valuation over time.  If you are in the software industry and a software firm buys into you, you've basically cut your valuation.  End of discussion, that's it.  It's that cold and brutal.  It doesn't mean it's wrong, however.  When Microsoft bought into UUNET, it was a very positive move for UUNET at the time.  The most positive part wasn't Microsoft's ownership, it was the fact that Microsoft was paying for a big pipe that UUNET was building which they could resell a few times and which had tremendous margins for them.  That was a great example, but you have to be very careful with strategic relationships early in the cycle.  I'm not talking about distribution deals; I'm talking about when a company is really in your knickers with you.
	As far as venture money, you've heard me say that going after smart money is the only play you make.  The trouble is that when you are small, getting the smart guy at the table is very difficult.  What you are seeing in all the venture houses today is that they have gone stage independent.  VCs that have always considered themselves downstream players now define themselves as stage independent because you don't know where the opportunity is really going to come from today.
	When you see the big kahunas going after early stage investments, what's deceiving is that they're not really early stage investments.  It's often a person who's probably done it once or twice before and has a remarkable track record or industry knowledge.  It's not a shoo-in, but it's far different than the person coming out of the box and trying to do something for the first time.  I would always go for the smart investor, given a choice, but they are hard to get early in the cycle, which means that you have to make sure the investors you bring in early won't preclude you from getting the very strategic investor on your second or third round.  I'm a believer that you always bring your strategic investor in before your IPO.  Some of the mistakes we've seen in this region might have been avoided had they been at the table.
Q:  What are some of the Web’s greatest weaknesses and vulnerabilities that are making it difficult for folks such as us to jump in and actually make money now?
Mr. Morino:  Again, that’s a hard thing to answer without more specificity.  I'll come back to the point that it's all about basics.  We had a group of very enthusiastic people come through.  They talked about a specific business that actually sounded good and you wanted to work with them in the worst way.  They left, and one of the guys in the room, a truly august investor in this region, simply looked at everybody and said, “Lousy market, lousy margins.”  End of discussion.  That was it.  Great idea, lousy market, lousy margins.  You were not working with anything.
	You have to go back and look at fundamentals.  We have seen businesses go out the door on assumptions about margins where all you had to do was look at the industry to know they weren't real.  What were they thinking when they came up with this idea?  Fundamentals are key, and we lost track of fundamentals.  I'm not talking about in-depth market research or business plans, but know your business model.  Know how you are going to make money.  It's critical.  Know the milestones, because that's what you are going to be judged on.
	The betting on the come is not over yet, but whether it's 6 or 12 or 18 months out, it's going to happen.  The game is distribution; that's the big change. Tom brought up some very insightful comments about understanding the nature of distribution channels.  I think that's the big mistakes you have seen in some of the models today and why you are seeing brick and mortar come back on the scene again.  They own some of the channels and you're not going to disintermediate some of them.  I don't know if this fits with your thoughts, Tom, but I have always tried to use a balance of several different rules, especially that which is efficiency versus that which is experiential.  The experiential thing is very difficult to do online, but the efficiency thing is being done very well online.  To paraphrase Bob Pittman of AOL, when you take something that someone does repeatedly and make it very simple to do, then you have a winner.  We've just lost focus on fundamentals, and we have to come back to them.  Sorry to be that boring with that answer.
Q:  As an entrepreneur, how do you draw the line between being overly aggressive when trying to get in front of someone and showing real commitment by pursuing them time and time again?
Mr. Morino:  That's a great question.  It's the art of salesmanship.  You don't want to give up, but you have to be creative in how you approach it.  You don't keep going back to the same well over and over again because that just wears out.  It probably wears out about the second time, actually, maybe the third.  Here’s something that was one of the most creative things I ever saw.  One of my best friends was a sales guy trying to land the MCI account but they could never get through to the CEO, Bert Roberts.  He snuck into the building and hid in the executive washroom, knowing that sometime during the day Roberts would have to make a visit.  Guess what?  He closed MCI.  That's creative marketing.
	There is one person I corresponded continuously whom, frankly, I should have cut off long ago.  Why I continue talking to him, I'm still not sure.  I've tried to convey to him that he's callous, he is rude, he turns off the people I introduce him to.  I keep trying to convey that to him.  There are people who are flat-out obnoxious, and you politely deal with them because that's part of your job.
	Your communication skills in selling your business are absolutely crucialpicking the time to make your pitch, reading your audience, doing something unique, listening to them.  Ask them what they are trying to do.  You get people coming in who don't even want to take the time to ask your name.  They start giving you the pitch before you’re ready to hear it.  That person has already blown the deal.  He could have the biggest business idea on the table and now no one is listening to him.  There is an issue of picking your time.
	To answer your question, it's a case of salesmanship, opportune timing and perseverance.  A good VC will always respect perseverance if it's properly couched.  They actually want to see it.  Many times I purposely throw the idea back at a person because I want to see what he or she does.  That's not unusual with a venture capitalist.  Often the rejections you get are not rejections, they want to see what you do with it.
Ms. McPherson:  Thanks very much, Mario and Tom, and thank you, everyone, for coming.


