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part 1: Introduction: a community of entrepreneurs

Good evening.  My name is Penny Lewandowski, and, on behalf of The Netpreneur Program  team, welcome to An Evening With the Stars of E commerce. It's hard to believe we were in this very hotel a year ago with the first in this series An Evening With the Barons (http://netpreneur.org/barons).  The second was An Evening With The Stars of Telecom (http:netpreneur.org/stars), last year in October. We have come a long way since then, and it's been an exciting time for our team and for netpreneurs in the Greater Washington region.
	The Netpreneur Program helps build a community of entrepreneurs who are developing businesses around digital networks like the Internet—netpreneurs. Through events like this one, as well as discussion groups, online databases, electronic connections and our email newsletter, Netpreneur News (http://netpreneur.org/news), we are building a virtual and physical community where netpreneurs share ideas, come together to solve problems, provide advice and form relationships.  Thanks to the participation of hundreds of netpreneurs, as well as investors and strategic partners, we are proving that the Greater Washington region is rapidly becoming a force to be reckoned with in the online world.
	It's now my pleasure to introduce our moderator for this evening, Gary Arlen, whom Advertising Age called one of the most visible media gurus.  He is president of Arlen Communications, a Bethesda, Maryland-based research firm known for commentary on the converging roles of media and telecommunications.  For over 20 years, Gary has accurately analyzed and predicted the emergence of new media and forecasted the evolution of customer-controlled media and data services. After spending some time with Gary, I have no doubt that he will bring enthusiasm to the program.

part 2: Gary Arlen: numbers that mean something

Thank you, Penny.  Also, thank you, Mario Morino, for bringing us all together tonight.  I don't know how many of you saw the New York Times story ("Creating a Silicon Valley Around Washington, DC" 5/31/98) (http://www.nytimes.com/library/tech/98/06/biztech/articles/01washington.html) about Mario Morino and the work of The Netpreneur Program  in Monday's New York Times, but I recommend it to you highly.  This certainly is the right time and the right place for us to explore the critical issue of e-commerce.  The Washington area certainly has the talent and the resources necessary for the creation of successful e-commerce ventures, albeit not always on the glamorous front end, as we may hear as the evening goes on.
	One critical factor is, how do you define e-commerce?  I'm giving advance warning, not only to the panelists, but to anyone else trying to help us understand e-commerce, that it's not just about electronic catalogue shopping.  It is much more.  In assembling a few thoughts to get this started, I looked into some of the research we have been tracking about what e-commerce may mean.  Certainly, we have all seen the poster children of the electronic commerce business—Amazon.com, PC Flowers, CD Now and the other consumer retail organizations which have created interesting businesses already.  We have heard the stories about Dell Computers selling $3 million a day via its Web site, and how Cisco says it will make about a quarter of its sales through the Web during the coming year.  Certainly the intranets and extranets that are being developed expedite not only sales but customer service and many of the other pieces that are part of the e-commerce picture.
	Now, as a researcher, I always like to look for the numbers that mean something.  When I see numbers predicting how big this is going to be, and I see figures ranging from $6 billion to $300 billion in sales, I say, "Well, that's a little bit too much of a differential for me to handle.  But, the fact is, no one says it's going to be a zero billion dollar business.  We just don't know the scale quite yet, but we are starting to get some hints.  We know that about a third of the people who use the Web right now are conducting some kind of purchases.  Perhaps two-thirds of Web users today are looking for information that leads to a sale through some other physical medium or other way of shopping.  We find anecdotal evidence, such as Land's End saying that a quarter of its online customers hadn't seen a Land's End catalogue before.  Finding and reaching out to new customers, these are parts of the equation.
	We also find that e-commerce allows companies to manage inventory better, to develop new ways of fulfilling customer relations and to find new avenues and new lines of business.  That's one of the most challenging and interesting parts of this.  We are here tonight to take a look at the issues, how e-commerce works and, especially, how it works here in the Washington area.
	There are many emerging opportunities in this business.  I talked to a someone last night at the the Washington New Media Society (http://www.nmsi.org) Cyber Salon about e-commerce in the world of government which is moving quite quickly.  There are opportunities in built-to-order products and services, transaction processing and fulfillment, and, certainly, in the intangibles that have been so much a part of the early stages of e-commerce, including travel arrangements, financial services and a range of other new-to-the-Web facilities.
	For our session tonight, we are not going to focus on the front end particularly. Our speakers bring a great deal of expertise from the back room, from the back-end processing, the infrastructure and payments, including the new and emerging world of electronic bill presentment.  We will have some discussion about customer service, an incredibly important part of this business.  There are loyalty programs and other marketing, advertising and merchandising features that are part of this.  We'll take a look at what this means to the Washington area.  The expertise in financial and processing services around here, the skills and creative factors that relate to the business development of this industry, and, of course, expand the idea pool that is part of the Potomac KnowledgeWay environment.
	Our panel tonight represents a variety of backgrounds.  As you can see, in their bios (http://netpreneur.org/events/ecommerce/bios.html), several have focused, then refocused and redeveloped their companies to reflect the changes in the e-commerce marketplace in the last few years—even decades in some cases.  Tonight's speakers are all veteran entrepreneurs, both of the Net and in other milieus as well.  You'll also, I'm sure, identify some internecine relationships here, between TNS and VeriFone and Intelidata, which show the way companies move with each other and spawn additional opportunities.
	To start things off, it's my honor to introduce Bill Melton, who is the president and chief executive officer of CyberCash, a company which has changed directions a couple times in its brief life, but always for the better.  Most importantly, CyberCash is Bill's fourth entrepreneurial venture into e-commerce in the 20 years since he has been doing entrepreneurial work for companies around the application of computer and telecommunications technology.  He was a founder of VeriFone in the 1980s, which did transaction automation, and in the 1990s was a funding founder of Transaction Network Systems (TNS) which we will hear more about later.  More recently, he has been on the board of America Online, and Bill, or I should say CyberCash, recently acquired a company called IC Verify, a maker of software for the processing of payments, again reflecting the convergence and melding of all these businesses.

part 3: Bill Melton: one big incentive program

I'm going to offer you one idea and then I'm going to do my second job, which is to introduce Bill Gorog.  I'm going to spend a few more minutes introducing Bill, because, in many ways, he represents to me the entrepreneurial spirit.  So, Bill, with your permission, and even without your permission, I'm going to use you as a symbol of a few lessons to be drawn here.
	The idea I offer you for e-commerce is that we need to think of life on the Internet as one big incentive program.  Why do I say that?  Most of you who are in retailing, or in business of any kind, know that you spend 15%-75% of the retail sales dollar on sales and marketing.  That sales and marketing budget, currently and historically—particularly historically, in the world that existed two or three years ago—was used for broadcast advertising.  It would go out through newspapers, mail solicitations or other kinds of broadcast media.  You hoped, if you were very lucky, to get a 1%, 2%, maybe a 3% response.  If you got 3%, you were euphoric and rolling in the dollars.
	With the Internet, we now have an alternative to broadcast advertising and broadcast sales. You are able to focus the attention on the consumer, on a single consumer-by-consumer basis.  You are able to offer money, incentives and liquidity to an individual consumer who is willing to come and look at your product. You, as a merchant, are able to create money.  You are able to create spendable dollars and say, "Mr. Consumer, I will give these to you individually, one-on-one, if you will come and look at my product."
	Now, this isn't going to be a smooth process.  We have a few companies which have tried this, and they have created some little money of one kind of another and given it to the consumers and they found that the market is very smart. They have started counterfeiting it real fast. Blockbuster has done this recently, and now they are putting in some new and improved control systems to take care of some of the hot cards that have been created.  But when you consider taking this 15%-75% budget (depending on the market that you are in) and focusing it back on the consumer, it turns the marketing and advertising world on its head.  So, life in this new economic world will be a life of incentives.
	That's all I'm going to say about e-commerce.  Let me tell you a few short stories in the introduction of Bill Gorog. Actually, I met Bill through Jack McDonnell.  Jack used to be a salesman and, when you hear him speak tonight, you'll know that he can speak very well.  Jack came into my office one day after a trip to Hong Kong.  At that time, he purported to be selling things in Hong Kong.  I guess he was because he was being paid very well by a company you used to know as Time Share.  Time Share was one of the first companies to sell email and those kinds of things on a public network.  That company is no longer with us today, but Jack is.
	He came into my office when I lived in Honolulu.  At that time, I only had myself and one other employee working for me.  Jack, being the visionary he is, said, "Hey, a buddy of mine has got something; let me introduce you to him.  Can you come to Washington, DC to talk to him?"  At that point in 1981, I didn't have very many buddies.  I was broke and had all those problems, so I flew into Washington and who does Jack introduce me to but Bill Gorog.  Now, Bill, at that time, was working at the White House helping them design international trade policies.  Coming from Honolulu, I assumed that anybody working at the White House was very, very smart, but that was before I moved to Washington.
	Bill had already done some amazing things.  He had designed what you now know as LEXIS-NEXIS to run on IBM 360s.  From there, Bill went on to the hotel business.  He had learned a lot by running LEXIS-NEXIS, so he created a hotel business.  From there he had gone on to the White House.  That was when I found him and he said, "Oh, yes, I have a little side corporation here and I will be your agent for selling VeriFone units anyplace outside the United States."  That fell on its face, so he said, "Okay, that didn't work, how about east of the Mississippi?"  I said, "Okay."
	After doing an extremely good job for me, as we were getting ready to go public with VeriFone, he folded his part of the organization into the rest.  We went public together and lived very happily through that transaction.  Subsequently, he started another company called U.S. Order—I'm missing a few, because you'd be here all night if I told you about all of his companies.  U.S. Order was eventually sold to Visa, or a large part of it was.  If that wasn't enough, now he goes with another company, called InteliData.
	The point is that whether it's LEXIS-NEXIS or hotel systems, whether it's the White House or VeriFone (which he had never heard of before), or whether it's a new company, today, Bill incessantly, continually goes back to that entrepreneurial spirit of learning something new.  I say learning something new, because you would think he would do what he's done before, so he could learn from his experience.  But if you're an entrepreneur, you have a disease.  You can't go back and do again what you have already done.  Cursed as we are, you always want to do something new to keep that excitement going.

part 4: Bill Gorog: logic doesn't prevail

Thanks, Bill, that's a fabulous introduction.  The only one I have heard that was more shocking was when I gave a speech to the Michigan Publisher's Association.  It said in my bio that I was a graduate of Ohio State, and the person who introduced me as a Buckeye said, "I wasn't sure what that term meant, so I looked it up in the dictionary and it said ' a hard-shelled nut of no commercial value.'"
	My objective tonight, in the few minutes that I have, is to simply get across one concept.  It's a concept which I'm afraid is a sobering one, but I think it might be appropriate for putting where we are in the e-commerce business in perspective.  To do this, I want to share my experiences in the three start-ups that Bill mentioned: LEXIS-NEXIS, VeriFone and InteliData.  The two earlier ones were great successes.  I wish I had been hanging around when they were both sold for over a billion dollars.  Unfortunately, with the impatience that I have in the business, I was off doing something else at the time that most of these things came to fruition.  The concepts were good, but there is a lesson to be learned from all three of these that I think we should pay attention to.
	The key message, for you folks who have entrepreneurial urges or are interested in the new start-up activity, is the need for patience and for understanding the customer—understanding that the customer may not necessarily be moved by advanced technology, cost-effectiveness, labor savings, bottom line.  Logic doesn't necessarily mean development of market.  You may have a great technology advancement.  You may have a method for radically reducing costs.  You may have a device that means huge labor savings, but this doesn't necessarily mean that the logic is going to develop a market quickly.
	An example comes from the development of LEXIS-NEXIS, which I get lots of pats on the back for today, but I have to remember the agony of getting that business off the ground. When we started the business, the first terminal was actually installed and operationally working in a law firm in Cleveland, Ohio, in 1968.  By that time, we had done studies in three university law schools which absolutely showed that, using LEXIS-NEXIS, a lawyer could do in 20 minutes what it took five days of research in a law library to accomplish.  The accuracy using the same search criteria was 99% as opposed to about 65% on the test with manual research.  Now, with that kind of data in hand, you would assume that the lawyers would rush to your business. The truth of the matter is, it took 10 years and $30 million worth of red ink before we could convince lawyers that computerized research was a viable way of doing their work.  In the meantime, not having those kinds of deep pockets, we had to find a big daddy with a lot of patience.
	Fortunately, Mead Corporation, the paper company that got into the business with us, had that kind of safety net, the capability of financing that long gestation period.  Mead sold it to Reed Elsevier about a year and a half ago for $1.6 billion, so eventually it came to fruition, but the logic did not prevail.  It was basically fear and greed that ended up making lawyers move into this business.  The IRS was the catalyst.  The IRS put in ten LEXIS-NEXIS terminals, and, within six months, almost every major litigation firm that dealt in that kind of activity put it in as a defensive measure.
	Take Bill's company, VeriFone.  I remember going into banks in the early '80s and explaining to them that, with their current system, clerks would call in on an 800 line to a live operator sitting in front of a terminal to get a credit card authorization. The cost was approximately 55¢.  Using one of Bill's terminals, we could save the bank 40¢ per transaction, and, today, much more.  The retailers saved a huge amount of time and energy as far as having people hanging on phones waiting for an authorization.  It was a very, very logical process, but did the banks bite?  How many years, Bill?  Six?  Seven? Before we were really able to get the program moving, because of the lethargy and the inertia that was built into the system?  I even had bankers tell me that our numbers were wrong when I said that we could save them 40¢ a transaction.  They responded by saying, "That bank of operators is a fixed cost.  There are so few electronic transactions that we have got to have that infrastructure in place."
	I remember, with ATM machines, when the manufacturers literally had clowns on the street pigeonholing customers to try to get them to use an ATM machine.  Today, it's as much of our life as brushing your teeth in the morning, but there were probably 15 years of agony before that particular technology really took off and became as ubiquitous as it is today.  The sobering message is still alive and well: advanced technology alone is not the answer to an entrepreneurial success.
	A mentor of mine once said, "The question is not how good is the dog food; the question is, when are the dogs going to eat it?"  Every time you get excited about a new advanced technology, a new, big idea, remember the inertia that's in place and remember what has to be done to move the ball from concept through market stage.  Technology is only the beginning.  The bulk of the effort has to be expended in market development.  Today I have reached the point where I think that technology is 20% of our gain and marketing is 80%.
	Remember that this applied not just to the devices that I have discussed before, but to ATMs, VCRs, even television took 10 to 15 years for the market to develop.  So my message, the quick one, is be patient.  Have the staying power, both psychologically and financially, to stay the course and you can be a successful entrepreneur.
	I'm now going to turn the microphone over to John Backus.  John has been with me since our start nine years ago.  We're still a development stage company, and my prior speech was an apology for that, by the way.  John fits the bill exactly for something that I have been able to do.  Fortunately, in every company that I have been involved with—very early in the game, locate somebody who is smarter than you to be your number two.  John comes to us with a Stanford undergraduate and MBA degree.  He went to work for Bain & Company, the great consulting group in Boston, on various assignments, then Bain moved him into an entrepreneurial start-up called Bain Capital, which is now a $3+ billion enterprise.  He was very successfully involved in the operation of several of their client companies.  He joined World Corporation and World Airways in 1986 and helped resurrect that company from the close bankruptcy it was in at that time.  He was involved in the turnaround, and was there when they became our senior partner with our new start in 1990.  John, at that point, joined us and was one of the first three people starting in InteliData.

part 5: John Backus: the fastest way to a $10 million company

Thanks, Bill.  I tried to get into the meeting down the hall, the Stars of the NASDAQ Stock Market, but they wouldn't let me in for some reason.  Maybe next year we'll be able to make it into that meeting.  I have been with InteliData since we got it started back in 1990, and it's been a roller coaster ride in a lot of ways. I'm not the great storyteller like a lot of these others are, so, instead, I'll go through a half dozen or so lessons that I've learned in the hopes that you can repeat some of them, but more importantly, not repeat some of them that I had to learn the hard way.
	The first one is, it's okay to change your vision.  What do I mean by that?  A lot of entrepreneurs start a company with a great idea, but a lot of times—in fact, most of the time—the idea has to change because the market changes.  If you stay dogmatic about the idea that you start with, while sometimes that's great, you miss the fact that the market is changing.  You can really be in for a big surprise.  We made that mistake early on at U.S. Order.  We started out with the concept of a home transaction terminal that would offer grocery shopping on a smart telephone.  Now, somehow that concept transmogrified into banking on the Web. We were a little late to embrace the Web because we were pretty set in our ways and dogmatic about the smart phone being the next wave of the future.  As Gary is often fond of saying about smart phones and interactive telephones, "It may be the wave of the future, and it is, but it always will be."  We stayed with that product a little bit too long.
	The second lesson I'd like to talk about is focus, and I can't underscore the importance of focus enough.  We tried to do too much early on.  We had a hardware product and platform, and we had a software product and platform.  Instead of looking at them as one product, we thought we had two separate businesses.  When Jack McDonnell joined our board recently, he looked at the company and said, "This is the smallest conglomerate that I have ever seen."  Well, we have taken Jack's advice and we are starting to deconglomerate.  Someone once told me, that the fastest way to become a $10 million is to start out with a $20 million company."  We are on the way to becoming, hopefully, a very successful $10 million company in the electronic commerce space.
	The third lesson applies to the stock market.  It also applies to companies and everything within a company: invest in your winners and kill off your losers.  Every company is going to take some risks, which means you are going to have some winning products and you are going to have some losing products.  You are going to have some winning business ideas and business units, and you are going to have some losers.  What you have to do is take quick action to get rid of the dogs so you can keep the winners out there.  One mistake that I have seen made before, that I have made before personally and that I hope you don't make, is taking your best people and trying to turn around the worst business.  Big mistake.  Take your best people and put them on the best business, because if you take your best people and put them on your worst business, what does that mean?  It means you have people, who aren't your best people, working on your best products.  That's a problem.  The corollary to that is, as Warren Buffet once said, "Oftentimes, if you take a good manager and put him in a bad business, more often than not, you end up with a bad manager instead of a good business."
	The fourth point is to stand by strong partners when you're small.  Every one of us wants to start a company some day.  It's an exciting experience and it's a lot of fun, but one of the biggest problems you have is getting visibility.  How do you get credibility?  It's important to look like you are a lot bigger than you are, and on the Web it's easy to do that, but when you start selling business-to-business, it's a little bit harder. Businesses expect a certain level of scale or credibility or profitability or something like that.  It's very important to find a good partner.  We are actually trying to thread the needle right now by working with Microsoft in the NT area and IBM in the mainframe area.  So far, we have been successful and, if we keep it quiet and don't talk about it at events like this, I think we'll continue to be successful for some time to come.  The corollary to that rule is, don't let weak partners tarnish you.  Once you start becoming successful, you'll also find there are some partners who may not be the best ones down the road.  Just like some of your best products, you might have to cut bait here as well.
	Fifth, cash is king. Watch it personally.  I don't care what your job is in the company—if you're running the company or if you're interested in working for the company—understand the cash position and watch it.  For the three or four years before we went public, I spent probably one day a week either raising money, talking to investors, or talking about where the money was going to come from and where it was going.  It takes a lot of time, and I have a mantra that I developed—actually the mantra kind of developed in college around the subject of beer, but we'll ignore that for a moment.  The appropriate mantra to remember with respect to cash is, "More is better, too much is just enough."  You can never have too much cash in your company.
	Finally, most importantly, and on a serious note, if you are going to start a company, get a great group of advisors or a great board of directors.  It is very important.  Whatever you think you are going to go through, you are going to find problems that you couldn't even dream you might encounter.  You might think you are the only one out there facing them, but you're not.  A lot of people have been down that path before and, if you have the right board of advisors or board of directors, they are going to help point out the pitfalls that you might otherwise fall into.  When you look for a good board member or advisor, look for someone, first of all, who is going to commit the time to understand your business.  Don't get a figurehead.  Get someone who's going to spend the time to understand your business, because your business will have problems that are unique to your business and not someone else's.  Also, look for someone who is going to offer to help, either with your investors or with fundraising, with working with customers or getting customers, or with getting suppliers.  We're blessed in our company, and I'm blessed personally, to have, in addition to Bill Gorog who has been my mentor for the last eight years, three wonderful advisors at our board level:  Pat Graham, one of the original founders of Bain & Company, who spent 30 years advising Fortune 500 companies; Bill Seidman, former head of the FDIC and another classic entrepreneur who almost single-handedly martialed the nearly trillion-dollar S&L bailout in the Reagan-Bush years; and Jack McDonnell, who will be coming up to speak later.  If he decides to throw bricks at us for not making money, we'll just question his professional advice and guidance as a board member.  I'm preempting something I have a feeling is going to come up later.
	With that, I would like to turn this over to Mark Walsh.  I met Mark at a bar once in San Diego.  It was at a conference, but I think we actually met at a bar.  Mark is VerticalNet's president and CEO.  Before that, he was a senior VP and corporate officer at America Online.  He worked at CUC, GEnie and Home Box Office.  He is a classic entrepreneur who has done a lot of exciting things.

part 6: Mark Walsh: hard, expensive, proprietary and scary

Thank you.  It's kind of surreal being at this table.  I'm not sure if I stumbled into a family reunion or I'm on The Truman Show, which is this Internet worldwide broadcast, and for those of you watching us on the Net, it's a lot more fun here than it is where you are watching it.
	My company is named VerticalNet.  We run 16 sites on the Net.  I'll read the 16 names rapidly and I think you'll get the idea.  The sites are named Water Online, Pollution Online, Public Works.com, Power Online, Solid Waste.com, Food Online, Chemical Online, Pharmaceutical Online, Hydrocarbon Online, Pulp And Paper.com, Photonics Online, Test and Measurement.com, Medical Design, Computer OEM Online, Wireless Design, Fiber-optics Online and Property and Casualty.com.  Each of them has vendor listings and search engines for vendors, news and editorial content, chats, forums, job listings, auctions and e-commerce.
	However, I come to you tonight to tell you that e-commerce is a bust.  It's a fallacy.  Why?  Because we keep focusing on markets where any rational disintermediation would win, like flowers, airlines, stocks, books and cars.
	In all the places we say we have declared victory, the customer is always ticked off and the seller is always confusing the buyer.  Of course e-commerce will win then, because disintermediation is a natural imperative, as opposed to a lot of places we expect e-commerce to win where disintermediation might never occur.  E-commerce today will continue to be a bust as long as it is technology-driven.  E-commerce in 1998 is just like X.25 online services in 1988.  They are hard, expensive, proprietary and scary.  
	They will never win until we acknowledge one truth about the e-commerce industry, specifically the business-to-business sector of it.  Consumers and business users of online services are exactly the same people. They behave the same way.  They demand the same value.  They insist upon the same ubiquity, utility and meaning for the service.  That is because online services are the only technology that have come from our house to our desk.  All other business technologies have had the exact reverse direction.  We first used a PC in our company.  We first had conferencing and transfer buttons on phones at our desk.  We first started using FedEx at our corporation.  We first used a cell phone or a pager when our company bought it for us.  We first used Document Management in the Wang department in 1982 in our steno pool.  But each of those products, now, we use as consumers universally and without any thought.
	But interactive services—as a way to communicate, to buy things, to join together in cyberspace as a work unit—happened in our den and now we are bringing them to our desk.  Because of that amazing reversal, the consumer is actually the person we should be looking toward to drive business-to-business e-commerce.
	My example is that EDI and e-commerce will work in the business environment when the CEO sits home one night, and he or she uses it to pay the mortgage, the kid's tuition, the house painter or the credit card bill.  They will go to work the next day and say, "Why can't I do this at work?"  Those are four different payment channels, four different types of commerce, four different types of money, and all easily done.
	I, as a consumer, figure out it should happen, and that it should happen at my business. What we see in the e-business, or e-commerce side for business-to-business, is a cycle of life in cyberspace where content attracts eyeballs, context secures eyeballs—people like me in an industry that I care about.  Commerce engages those visitors to try something.
	But what wins?  Community.  Community wins in the business-to-business sector just like it won in the consumer sector.  A place in cyberspace that makes you a better business person is a place you will go and a place where you will buy things.  The Internet and e-commerce are not about Beany Babies, books and flowers.  The Internet and e-commerce are not about EDI standards and video conferencing.  What it is about is accelerating and facilitating leads that connect buyers and sellers.
	Let me read to you some leads that came through some of our sites in the last 30 days. These are pieces of email from visitors around the globe to individual vendors on our sites.  This one, from Lexington, Massachusettes, "I need a price quote on an exhaust jacket assembly to be used in the filling operations of 180 to 320-gallon tote bins with hydrazine.  The assembly must cover the bung opening and surround the filling lance completely.  It should have a collapsible accordion outer sleeve."
	This from France to Chemical Online, "We're looking for a solids level probe capable of localizing the top of a solids accumulation in a liquid-filled vessel, range zero to six feet approximate.  Must be able to operate under at least 100 bar and if possible up to 690 bar.  Electrical output must be 4-20 mHz, or common industrial communication protocol."
	This from Water Online from Canada, "I have a textile dying wastewater treatment recycling project in China.  The wastewater has the following specs:  COD 650 mg per liter, etc.  The new expansion would be 100,000 cubic ml a day.  If your company can treat this type of water, would you please send me your technical info with price tags on 20,000 to 100,000 ml a day.  I look forward to receiving your early reply.  Truly, JCU, China."
	This is e-commerce.  It is not about disintermediation, it is about reintermediation because, in most business-to-business environments, the middleman adds value.  Unlike flowers, unlike stocks, unlike airline seats, unlike books, unlike records, the middleman adds value in the real world outside of these doors.  I would suggest that when we study e-commerce, we keep reminding ourselves, it isn't going to happen until we make it easy for all of us to use.
	With that, I will introduce the next guest.  I have not met Jack before tonight, but I enjoyed sitting next to him because I think he is a core technology guy for what this is all about.  He had significant stints at the Electronic Industries Association (EIA), and, as an old X.25 guy like me, spent some time at Tymnet.  Those were the days, huh?  Selling that 900 baud and 300 baud stuff?  He spends a lot of time with the Electronic Funds Transfer Association (EFTA), and you've heard his connections to the rest of the panel.  With that, it's my pleasure to introduce Jack McDonnell.

part 7: Jack McDonnell: you have to be a little crazy

Thank you very much. It's nice to be the last speaker of the night.  I know you are hoping that they saved the best for last, unfortunately, that's not the case.  The fact is, the reason I'm last is that I get to introduce no speakers.  I know too much.
	You have heard a lot about the various relationships that built up over the years amongst the panelists, and it is true.  Aside from my wife, the longest relationships I probably have in this world are sitting here at this table.  It's interesting that they have survived some crises that would have folded many a marriage.
	I have to go back to the start of Transaction Network Services (TNS), and really to the phase before that, which was Digital Radio Networks (DRN).  At DRN we built this wonderful radio network in the late 1980s, with lots of money from Citicorp.  I was actually handed the business plan, I was not the entrepreneur.  I was supposed to execute the plan, and we did a terrific job.  We built a radio network that worked in 66 cities.  The business plan said we broke even at about 10,000 radios.  When I left three years later, we had 1,200 radios. When they folded their tent 18 months later, they had 1,800 radios.  It was an absolute technological success, but it was a marketing disaster.  The banks simply would not buy into the radio technology.
	If I had stepped back and looked at it—you are a lot smarter 15 years later—it was obvious that this was not the right market for radio.  We had a great telecommunications network; it worked.  It was relatively inexpensive compared to other countries.  300 baud was the fastest terminal that Bill had figured out how to make.  There was no need for the radio network, so there was flawed market analysis that went into that business plan, but I did take one thing away from the plan.  It was clear to me that the merchants absolutely wanted faster transactions.  I figured out a way to use my X.25 background and a lot of other things to leverage a service that had been used by the calling card industry.  Calling cards were not generally available for the public, but First Data Corporation (FDC) was now one of my biggest customers and they had fought a battle with the Federal Communications Commission (FCC), that said that this service needed to be sold to anybody, not just to exchange carriers.  I actually jumped on that FCC ruling and went out and bought this group, Feature Group B, which was a fast connect to the local phone company.  It was used by MCI and Sprint for their calling cards.  It took a great deal of effort, but I won't bore you with the war stories about getting the RBOCS to deliver the service to me.  That was the fundamental block on which we built TNS.
	The original business plan for TNS called for break-even at five million transactions.  Last month we did 240 million transactions, so this one's been a real winner, and John's right.  This is the point in the program where I'm going to say, "Everybody up here who is making money, raise their hand."
	When I did finally come up with this idea and wrote the business plan, the next magic thing was finding the money.  Well, the obvious place to go is venture capitalists (VC).  Unfortunately, when you want to build a network, there are some very bad vibes in this town because of Telenet.  Today, everybody thinks that Telenet was a huge success.  As a private company, it never made a nickel, not until GTE bought them and threw bunches of money at them.  Then, they did become successful, and then they became part of Sprint and continued to be successful.  As an entrepreneurial company, however, they never made a nickel.  Since building data networks was not a really hot topic with the VCs, I asked, "What's the next best thing?"
	This is an object lesson for the entrepreneurs.  I sat down and I said, "Who would benefit, if I really did build a faster, better, cheaper network?  Bill Melton, he's going to sell more VeriFones because I'm going to open up some new markets.  We 'll start putting VeriFones in movie theaters and parking lots and all these places that wouldn't take credit cards, because they were too slow."
	So I went to Bill and said, "I've got this great idea.  I'm going to build this network."  And he said, "Well, who are you going to compete with?  I said, "AT&T, MCI, Sprint, CompuServe, Telenet, Tymnet.  You know, the usual guys."
	He said, "You've got to be crazy."
	Well, you have to be a little bit crazy, I think, to be an entrepreneur.  But then I hit him with the punch line.  I said, "But you don't understand.  If I really pull this off, you're going to sell more VeriFones.  I'm going to open up all these markets to you where the process is so slow they won't accept credit cards."  He said, "It's a hell of an idea, where do I sign?"  He wrote a check for a $1.5 million.  He doesn't look like much of an angel, but he was my angel.
	Basically, we executed that business plan and it still represents 61% of our revenue.  Then I found out something else about being an entrepreneur.  You can't stop being one.
	How do you stay interested when your original business plan is successful?  Everybody says, "That's a terrific deal."  You go public. You make all this money.  But, how do you stay interested when you really like to start things?. So, today, we're four businesses.  The original one still represents 61% of the revenues, but every year I have to start a new business.  The last one we started a year ago and it's one that probably has the most germane application to this audience.  We built a secure IP network using Cisco technology for the securities industry.  Today, we have 125 brokerage firms and money managers connected to that network, and it is making money after less than a year.  We are also the back-end network for CyberCash.  It's a wonderful thing, doing these transactions on the Internet.  There are no processing companies connected to the Internet. Did you ever think about it?  How does a transaction get off the Internet and actually to the place where it needs to be authorized and settled?  That's us.  We're the back-end network.  We have the gateway between ourselves and CyberCash.  To his credit, even though I'm needling him about CyberCash's slow growth to the profit line, I have watched this business grow over 10 times in the last year.
	It is happening.  Whether it's happening fast enough, only time will tell.  We handled three million transactions on the Internet last month.  We handled 300,000 of them a year ago.  It is happening.  No one can predict exactly where it's going or how fast it'll get there, but it is now an integral part of our life.  I have to tell you, I was a skeptic.  I have been down the network path so long that I just couldn't believe there was one out there that would change all of our lives.  Yet, today, the first time I encounter a company that I don't know about, whether it's a prospective customer or a prospective vendor, the first thing I do is to search for whatever I can find on the Net.  Frankly, if there's nothing available on the Net, I'm not interested in that company.  It has actually become a driving force, an integral part of all of our lives.  Whether or not you are actually doing e-commerce, if you are not using the Net as a tool, you are falling behind.  That's really, the message I came to deliver.  The train has left the station.  If you are not on it, entrepreneur or otherwise, as a business you are going to be left behind.


part 8: The Audience: questions and answers

What Is E-Commerce?
Mr. Arlen:  Mark defined e-commerce by defining what it is not.  John, what is e-commerce to you?
Mr. Backus:  I think e-commerce is something that involves a different way of doing things—not person-to-person, human interaction, but actually using an electronic interaction, so it's electronic.  I think five years ago it would have been very different than today.  Five years ago we might have looked at e-commerce as touchtone phones and other types of technologies.  Today I think it's becoming synonymous with the Internet.  It's really—it's electronic communication between people.
Mr. Melton:  When we first started CyberCash, we used to say, "If you're not on the Net, you don't exist, for us."  A month ago, when we bought IC Verify, I spent $50+ million dollars saying that I was wrong.  We used to say that e-commerce was only happening on the Net, and we could separate the Net from the physical world.  Our conclusion now is that that is wrong.  The physical, walk-around world has to be firmly integrated with the Net and the Net has to be firmly integrated with the physical, walk-around world.  As John says, the basic thing is it is electronic—the bits and bytes, the transport.  Whether it's coming from a physical location or a Net location, the bits and bytes are all that matter.
Mr. Gorog:  The only thing I would add is that we have to be very careful about broad descriptors in this business.  If we'd asked this question six years ago—and that hasn't been too long ago—we would have been talking about Al Gore's information superhighway and John Malone's interactive television.  If you remember that time, every media guru in the world was telling us that, by the year 2000, everybody would be doing all the stuff we are talking about today using a toy gun shooting at a television set.
Mr. Arlen:  You are getting us that awful sense of vuja de.  Remember vuja de, that uncomfortable feeling you're somewhere you never want to be again.
Mr. Gorog:  That's right.  At any rate, e-commerce is a broad term.  I'm glad we have the term because it suddenly means that people are paying attention to our business.  I'm not sure it's applicable, but it's as good as any I know of.
Who Are The Leaders?
Mr. Arlen:  Tonight's program calls you the Stars of E-commerce.  Who are your stars?  Who do you look up to as successful examples of how e-commerce has developed so far?
Mr. McDonnell:  Everyone knows the obvious successes, even though they may or may not be making money.  Amazon.com comes to mind right away as a ompany that pioneered the concept of moving books on the Net.  If you look at the people who are successfully selling on the Internet, it is things that can be bought from a catalogue: CDs, books, airline tickets.
	Some people ask, "Is the storefront disappearing?"  I get the question all the time, when I make presentations to analysts, "What's going to happen to your business when all the transactions move to the Internet?"  When are people going to start closing malls?  I don't think either one's going to happen.  Certainly, a lot of business is moving to the Internet, but I don't see it stopping regular commerce that we still enjoy today.
Mr. Walsh:  The star of e-commerce for me is the president of a company called Waukesha Pump in Waukesha, Wisconsin.  They make pumps for the chemical, food processing and wastewater treatment industries.  The president of that company bought a storefront on Water Online and he has created a Web site for himself.  He is selling pumps to people in the pump industry who don't know from PCs, but he is selling pumps to people in countries, to clients, to projects that he never would have reached through traditional marketing methods.  Neither he nor his company are Web-centric.  They are not e-commerce aware.  They don't know what e-commerce is all about.  They don't know what EDI stands for.  All they know is that they made more money this year, after doing stuff like this, than they did the year before.  That is the bottom line justification for e-commerce for the actual, carbon-based world outside of these doors.  I think that is who we should be looking to as our heroes.
Mr. Gorog:  I'd like to make one other comment.  We may find that the development of this industry is absolutely 180 degrees out from anything that I've ever seen before, in the sense that the stars of e-commerce are the consumers.  Most businesses are way behind the consumer today.  The classic example is that most of our business today is related to financial institutions.  They are the dinosaurs of e-commerce.
Mr. Arlen:  Bill Gates said that once upon a time, too.
Mr. Gorog:  That's right.  I'll probably end up in the same trouble he got into with it.  Consumers, in my view today, are more ready to accept the change that's happening in this world as far as electronic commerce is concerned than a great many of the institutions that should be serving them. There's a lot of inertia with the institutions, much more so than with the consumers.  It's usually the other way around.
Mr. Arlen:  One of our data points shows that even of the companies which offer e-commerce, only about 25% of them use e-commerce in their own transactions.
On Smart Cards
My name is Steve Carey, I'm president of the New Media Society of Washington.  I'm working with the General Services Administration in launching the Joint Smart Card Technology Center.  That center will debut the latest and greatest applications as they relate to smart card technology.  Some of your discussion sounded like the European model of smart wallets.  Do you believe that the digital commerce that they use over there will be required over here before we have ubiquitous transactions?  I'm talking about verification, biometrics.
Mr. Melton:  As opposed to smart cards?
Mr. Carey:  They are actually being embedded together.
Mr. Melton:  Okay.  I have to be careful what I say.  One of the boards I sit on is the world's largest manufacturer of smart cards, a company called GemPlus.  They create about one million cards per day of various variety, some smart and some not so smart, but all microchip-based cards.  An interesting fact is that there are more smart cards going into Russia than there are into the entire United States.
	You look at a smart card and say, "What do we have here?" We have a small piece of plastic with a relatively dumb chip on it.  If you look at a PC, you see a very large piece of plastic with a very smart chip on it.  Anything you do on a smart card, you can do on a PC a lot better, a lot faster, and with a lot more flexibility, so creating great, complex and robust wallets and other kinds of applications on a smart card is not going to fly, in my opinion, in the United States.  Why?  Because we are Webbed.  All we need to have on those cards is some form of identity, some form of digital signature, some form of authentication of who you are.  That can be only a few bits long, so you don't have to have a $15 card.  You can have a $1, a $2, or a $3 card.  Present that to a PC-based unit and all of the big, complex brain work is done on the Web, on the network, much faster and much easier with much less cost to the end users.  Smart cards will happen, but they will be identity carriers, not application carriers.
Mr. Walsh:  I agree.
A New Domain System?
My second question, and this may surprise some people, regards the fact that the Internet as we know it will cease to exist in September of 1998.  The United States Federal Government will get out of the Internet business by canceling the two existing contracts, through DARPA and the National Science Foundation.  It has been decided by the world consensus that they will launch an international nonprofit association to regulate and govern the top-level domains in the registration databases for the Internet.  What impact, if any, do you see this on your businesses directly?
Mr. Walsh:  The Internet and the registration process I consider to have such inertia that it is impossible, whether allocated or not, to disrupt, to change, to alter, to make a meaningful business other than what we are doing today.  I'm sure folks will try.  I understand there are some registrations now going on outside of the US with a two-letter country designation, so you can have a McDonald's and an Avis and a Hertz from Ukraine.  The solutions are with the current administrator of the system.  They, or whoever works with them to do that, are not going to change.  Consumer inertia in business is the ultimate gravity.  If consumers were smart, nobody would use AT&T long distance and everybody would have the cheapest mortgage in the world.  Of course, nobody does, because inertia is something that drives a lot of our decisions.  I think inertia will drive domain decisions, as well.
Pricing Agents
My name is Segeni Ngethe.  I'm a student at Georgetown University.  My question is about shopping agents and their role in influencing price sensitivity. Would Amazon.com, or anyone else, be able to dominate if a shopping agent could direct you to another site that's going to have the same book at a cheaper price?
Mr. Walsh:  In fungible goods and parity products, price wins.  I spent six years at a company called CUC whose whole proposition was that the guy at the lowest price sells hundreds of thousands of products.  When a book is $22 in one place and $21 in another, what do you buy?  Low cost providers will win in fungible good senvironments.
	Suggestion two is that shopping agents are erupting faster than any individual purveyor of a fungible good is able to stop.  My old employer, CUC, claims to have a book site coming out that will shop the price of a novel in all the other book sites, and then beat it by a buck.  That's kind of a bummer if you are Amazon.com, I would think.
	When I used to do a lot of work with EasySabre, I had a joke.  Imagine if airlines made every passenger put on a beanie with the price they paid for their seat when they walked on the plane.  Imagine how much fun that flight would be.  The consumer is becoming omniscient. The Internet is providing omniscience of price to a wide variety of customers who normally would look for something called service.  Service is going away and price is winning.  I'm not suggesting that Amazon.com is destined to failure, What I'm suggesting is that in fungible goods environments, the low cost supplier will eventually win.
Mr. Arlen:  But, Mark, talking about the carbon world that you alluded to a little while ago, Nordstrom's, which does do service, is doing really well while a lot of discount stores have disappeared.  Right?
Mr. Walsh:  Would you buy that $20 novel for $40 in Nordstrom's because of service?  No, that's my point.  Of course, Nordstrom's makes money, because the guy at the Nordstrom's counter says, "Those socks look great on you, Gary."
MIDs And TIDs
My name is Clarence Wooten and I'm co-founder in a start-up called ImageCafe.com, which will be launching shortly.  Any business owner or entrepreneur of any sort, who has gone through the process of setting up a merchant account, knows that banks make you jump through hoops—sending them pictures of the storefront, merchandise, the whole nine yards. What is happening in e-commerce that will educate banks and allow them to make the process a little simpler for Internet start-ups focusing on e-commerce to obtain merchant account status?
Mr. Melton:  That's a very good question.  When a bank services you as a merchant, the bank is taking a risk.  If you know as much as the guys at this table, all of us could make a living, a very nice living for a very long time just ripping off the credit card industry.
	A bank has to be secure that, when they sign you up as a merchant, that you are a good guy and not somebody that's going to rip them off.  Most banks do not know how to evaluate risk in the Internet space, yet.  They are looking for brick and mortar that they can attach if anything goes wrong.
	There are some leading banks and some leading bank processors, what we call independent sales organizations, that have gotten the message and are starting to turn around facts.  Historically if you are going to a bank, it may take you anywhere from one week to three months to get your Merchant ID (MID) or Terminal ID (TID).  That's what gives you your "license plate" to operate with credit cards out on the Web.
	Traditional banks take this long period of time—it can take you much longer to get that number than to set up your entire Webfront.  There are a couple of places that you can go to get a MID in about 24 hours.  Off the top of my head, there is a company that we work with called Card Services International (CSI).  They are set up to move quickly.  Another is called Payment Tech. They're set up to move quickly, as well.  Several of the other ones are learning that to be competitive, they have to move fast, and fast means 24-48 hours.
E-commerce In The Year 2001
I'm Tracy Mathieu. And I'm with Partnership International, which does international business development.  Imagine it's the year 2001.  You are sitting in front of your computer and you say, "Wow, that's cool!"  What cool e-commerce solution are you looking at?
Mr. Backus:  I feel like I'm at the Miss America Pageant.  I haven't prepared for it properly.  I'd lose, don't worry.  I don't know.  When you look at what's written about in the popular press, we'll probably be looking at Windows 98 being released about then.
Mr. Arlen:  Ah, but will it be cool?
Mr. Backus:  You'll probably have streaming multimedia and things like that. I'm not sure you are going to see a lot more in two and a half years that will be greatly forward from what you are seeing right now.  You are going to see a lot of improvement in bandwidth. I would not be surprised if you are getting Web sites delivered to you not at 56K, but at cable modem or satellite speed.
	My perspective is that you are not going to see a big enhancement in anything that doesn't manifest itself through bandwidth.  That means you'll see a lot more audio, more video, more 3-D.  But, bandwidth is going to be the thing that brings everything to everyone in the next three years.
Mr. Gorog:  I just thought, looking back over some of the comments I have made tonight, that I must sound like the worst pessimist in the world about this business.  But  I've got to make another pessimistic view when I answer that question.  Probably everybody in this room today spends a great deal of time looking at a monitor.  I question whether when you go home at night in the year 2001, you are going to say, "Gee, let's have fun, and let's look at a monitor for another two hours."  This leads me to a point that I'd like to make about e-commerce: we have to think about the differences between shopping and ordering.  Catalogues are still going to be here in full-blown fashion in the year 2001, because catalogue shopping is fun.  Literally.  You pick up a catalogue at night and curl up in bed or on a couch and you fold through the thing to look at the pretty pictures and see things that you probably haven't thought about buying.  There is a lot of impulse activity that results from that.
	I can't see you turning on your monitor at night and saying, "Let's just see what's here."  I think we have to focus e-commerce on people who want to buy something, who know what they are looking for and are going to use that monitor for economic reasons (probably more than any other reason) to find a source to procure a particular product.  I don't see it as something that you do as a hobby at night or something to have fun or amusement.
Mr. Walsh:  I disagree.  I think that the greatest salespeople in the world are loneliness and boredom, and the world will be a lonelier and more bored place in 2001.  As bandwidth increases, we will be using that bandwidth to reach out, sadly, to cure loneliness and boredom in ways that are now currently functioning on 900 numbers.
	You guys can laugh, but that specific marketplace tends to use technology the most creatively and at the highest price point.  It leads a lot of marketplaces.  I think what you'll see in 2001 are applications like that, which are driving a lot of new technology use.  I also think you'll see a lot more use of voice to navigate.  I disagree with Bill.  We do go home after staring at our monitor for six hours and stare at a monitor for three more hours.  It's just called a TV.  I think you'll see TV-like functionality, voice-driven, in high bandwidth ways and, most importantly, you'll see agents.  I think the question about agents is key.  There will be agents that will allow you to find stuff, so even though you don't know you are shopping for something, the agents will find it for you.  I know that's something that's been promised a lot, particularly interactive TV.  Gary has a museum of all the old technology and all the old promises that were broken time after time after time.  But airplanes didn't work for a long time either and now we use them.  I think agenting technology will find stuff for you.
Mr. Gorog:  But, Mark, there are none of those people in this room, the bored ones.
Mr. Arlen:  Yes, but on the other hand, we ought to see a little preview of this in the movie The Truman Show, where the infomercial, the nonstop infomercial, is integrated into the program.  That is the integrated digital environment we may see, whether it's in 2001 or later.
Monopolies
My name is Jonathan Zuck.  I'm the executive director of the Association for Competitive Technology.  We've been looking a lot at this antitrust lawsuit against Microsoft.  You spoke of your desire to drive to a ubiquitous standard on the back end and have the network which everyone uses to conduct these financial transactions.  Can you draw any parallels to the operating system issues, and what role do you think the government might play in improving the business that you are conducting?  How they might intervene and solve any problems that might exist competitively?
Mr. McDonnell:  All my life I've wanted a monopoly but nobody saw fit to give it to me.  There is not an easy answer to that question.  We are providing the backbone network because we are the only network that's connected to all the credit card processors.  Certainly we are not handling 100% of the transactions coming off the Internet.  There are still some transactions that can bypass our network if someone creates their own dedicated circuit.  Basically, if there is a need for a parallel network to do this, one that is price competitive, then it will come into existence.  It's just that simple.
Mr. Zuck:  Are you saying you probably don't support the government's intervention into this to promote competition or, perhaps, a better situation for competitors trying to come into the market?
Mr. McDonnell:  If you are asking me to comment on the Microsoft case, everybody has his own opinion on that. To the extent that Bill Gates has a monopoly, one thing that differentiates him from a lot of other people is that he built it.  He built it very competitively and very aggressively.  Now that he has achieved it, is he using it to manipulate the marketplace and throttle competition?  We are going to find out. Stay tuned, but I hope we all live long enough to see the outcome.
Microtransactions
My name is Mark Arend and I'm an Internet development manager.  Does anybody remember what happened to microtransactions?  What is the promise there?  Is that also perpetually in the future?
Mr. Melton:  I'm eminently qualified to answer that.  I have spent many millions of dollars learning the answer.  With microtransactions, we had our head handed to us.  It wasn't even a pretty platter that it came on.  We assumed, as you would in the physical world, that you can have value in 3¢, 5¢, 15¢ transactions.  What we didn't understand, but we understand very clearly today, is that the cost per impression (CPM), the eyeball content, is worth more than selling something for a microtransaction.
	For example, if you are trying to get a dime of time for somebody to look at something on your Web page, the minute you start to charge a dime for it, the viewership will fall off at least by a factor of 10 to 1, if not 100 to 1.  Let's be conservative and say it's 10 to 1.
	Now, if you can turn around and get the revenue from advertising on the Internet at about the rate you're getting it in the physical world, which you can, that means about 3-4¢ per transaction per viewing for a broadcast ad.  If you can get it focused so that it's not broadcasted, but narrowed to a very targeted audience—for example, the financial pages when you're trying to sell financial services—that can run up to 5¢, 10¢, 20¢ per impression.
	Now, let's just be very simple and assume that I'm only getting the broadcast ad rate of 3-4¢.  Keep in mind, that's multiplied by the 10 to 15-times factor that I wouldn't get if I would try to sell the content itself at 10¢ a piece.  I'm getting the equivalent of 30¢ or 40¢ or 50¢, as opposed to trying to charge a dime a piece.  
	It sounds simple in hindsight; unfortunately it cost me so bloody much to learn that.  The flip side of that, if you really understand what's happening, is to ask the merchant, "Where are you going to spend your money?  Will you, Mr. Merchant, provide advertising money directly to the consumer in the form of incentive—royalty programs, frequent flier equivalents, frequent shopper programs—to get somebody to look?  The answer is, obviously, you will and that's what I mean when I say it's going to stand the world on its head.  Now, this is not to say there will not be a time for microtransactions.  There will be, but we have to have a much more subtle understanding of them than we did a year and a half ago.
International E-commerce
My name is Hyaping Wau.  I'm with Marriott Corporation.  Are the current money transfer and product moving systems good enough to support international e-commerce, or do we need new treaty between countries to handle e-commerce internationally?
Mr. McDonnell:  Basically, it is working; it is happening today.  Goods are being purchased here for shipment to Europe and elsewhere.  They are going through the same import and tariff structures as goods ordered any other way.  One thing we have found is that a lot of the overseas merchants are setting up US bank accounts, because this is where the market is.  They are establishing a relationship with a US bank and accepting their payment in US dollars, which is the hard currency that everybody seems to want.  They can repatriate the money, wire transfers work very well, as they see fit.  I'm not suggesting that over time the US will become the Internet bank.  Lots of other countries are eyeing this situation as well, but based on the transactions we see today, somewhere well in excess of 90% are banked here in the US.
Mr. Walsh:  We're seeing some of that, too.  In the environmental sites we run, about 40% of our traffic is non-US because the environment is a global issue.  Here in the US, we don't think of it as the global issue.  Some of the companies who are represented, or the visitors who come to companies that are represented in those sites from outside the US, do ask for an American bank relationship set up for some of these larger ticket items.  Some of the items that get sold in our sites go for up to $5 million.  You see Letters Of Credit and all sorts of very esoteric financial discussions going on, just like they would go on if they were buying it in the real world.
Mr. Melton:  Yes, what Jack and Mark say is true, however, we have to recognize that it is not complete, not smooth.  If you are talking about a credit card that is usable on an international currency, that's fine, but in Japan, South Asia, China, many people are carrying credit cards that are only usable in their local currency and not permitted to be used on a worldwide market.  They are not convertible.  There is nothing technically that stops that.  That's government policy.
	Also, if the merchant is in Hong Kong, or China, or Japan, or wherever he must have his MID and TID provided by a local bank, if he is going to receive transactions on a worldwide basis, just like in the US.  If you think the US banks have trouble issuing MIDs and TIDs, they've really got a problem in some other places.  It is coming, but it is still a real nuisance for some people in some countries.
The Supply Chain
My name is Jay T. Smith.  I'm director of industry solutions at the Partnership for a Networked Economy.  What role do you see supply-chain management vendors playing by providing access over the Web to inventory speculations and capacity knowledge?  How do they add value to customer interactions in the future?
Mr. Walsh:  I think that they're a winner.  My problem, and I mean no disrespect to the current suppliers, is that they typically put them on WANs or in proprietary environments.  You see some vitality with EDI-compliant, or very close to EDI-compliant Web-based plays.  I think it's undeniable; the Web is the winner.  I think it's like moving chess pieces around the endgame, but the Web is the winner.  It may not be the Web we know today, but the way we're getting used to using the Web is the winner.  Look at what Jack said.  When he hears about a company, the first thing he does is to look up their URL or check out Yahoo! to see if they're there.  That's just step one of a 20, 30-stage process of introduction, relationship, purchasing and follow-up from a company after we hear about them.  Supply chain management is the natural evolution of tracking what the company makes, how much it costs and how to get it to me.  Right now, though, it's proprietary, it's closed, it's expensive and it's still this hub-and-spoke theory of sales, which I believe is the single most limiting factor of its acceptance.  However, it is the way things have to go.
Online Marketing
I'm Dianne Mayfield.  I'm the founder of Netique, the Internet gift boutique.  For the past year, we've been promoting our gift boutique strictly through online sources, search engine positioning techniques, newsletters from our company to our customers and some online press releases.  I wanted to see how far you could go with strictly online promotional tactics.  Do you have any hints for what we should consider or not consider with a rather limited budget for promoting our site?
Mr. Backus:  I think this will go back to the question that Mark answered earlier about intelligent agents.  The technology is certainly there to do that.  I want to look back to something Bill Gorog said during his speech, "Is it a technology or is it a product?"  While agents can theoretically make our lives a lot simpler, I want to go back seven years ago to a very different industry, because I think it may help answer part of your question.  The airline industry has these computer reservation systems, where you call up a travel agent and, "I want to go from point A to point B at the cheapest fare."  What they found, when the government broke apart the computer reservations systems from the airlines, is that 65% or so of the tickets were booked from an option on the first screen and one third were booked from the first listing.  Now, the options weren't listed in the cheapest order; they were listed in whatever order the airline wanted them.  I am going to take a contrary view from before, that technology is going to solve all these problems and find you a novel at the cheapest price.  I don't want to discount the lazy consumer, but what it means for your business is, if you can get your customer's eyeballs, whether it's through a pop-through advertising or something else, you may not have to have the cheapest price for anything else.  I don't think the Web is going to mean that you're only going to compete on the cheapest price.  There is going to be a lot of click-through.  Consumers are going to settle on a site because it's the easiest thing to do.  If you can get yourself in front of your consumer in an easy way, and I don't know your business well enough to know how do that, you are going to get a lot of sales that you may not have to work on the lowest price to get.
Mr. Melton:  I think one of the richest areas of current technical development (I'll call it that, but it's partly technical and mostly marketing) is what is going on with advertising, mostly various kinds of banner ads, which are placed depending upon the click stream of the user—actually selling advertising by matching the consumer and what you are trying to sell.  Last year's hot name was DoubleClick in this area.  There are a couple of other young companies with names I'm not carrying on the top of my head.  One is called NarrowLine.  We will have some very, very creative methods five years from now.  We'll look back and see that when it comes to getting the consumer together with the vendor, anything we're doing this year will be so primitive that we'll find it unbelievable.  Probably the best source for a good, nonbiased, academic study of what's going on in this area is at the Wharton School at the University of Pennsylvania (http://www.wharton.upenn.edu).  A good percentage of their graduate school is focusing just on these kinds of issues, studying click streams and what makes people respond or not.
Mr. Walsh:  We had great success going after esoteric search words.  We called all the search engines.  We bought photonics.  They said, "Gee, no one else is chasing it down, so you can have it for a couple of bucks."  Then we bought, terbidometer and flowmeter and pinch valve and wafer stepper.  We own thousands and thousands of esoteric words that happen to be products that our clients care about.  If you try and buy gifts from Yahoo, it's going to be a seven-figure event, now.  So I would suggest you buy some weird esoteric words.  We found an amazing amount of traffic from people trying these things out.

Is There Room For Small Fries?
My name is David Gross.  I work in the telecommunications industry.  On the Web, there is a much greater proportion of fixed costs to variable costs; therefore, the high volume players could be a low-cost provider because they can better cover their overhead.  Examples are companies like Yahoo!, Amazon, which have just grown with the Web.  It seems like it must be very difficult for somebody to come in to compete in these marketplaces where companies have covered all their overhead and now are driving high volumes.  Do you agree with that outlook or are there areas where a new entrant can come in and compete with some of the larger players?
Mr. Walsh:  I disagree.  I think you're in the middle of one of the most forgiving financing environments in the history of mankind.  This particular geographic community here is filled with venture capitalists (VCs) who are prepared to back ideas that ten years ago, or even three years ago, might have been perceived as laughable.  There's a lot of money that's backing small companies, a lot of money that gives them a shot at getting a toehold on a beach so they can potentially brand.  We just went through financing and it was extremely encouraging.  We thought our idea wasn't laughable, and it was extremely encouraging how much pretty smart money is out there chasing the Net.  I also disagree that small companies are at a disadvantage anymore.  You heard all of these guys talking about how much money it cost them to learn lessons.  That was in an unforgiving investment environment, so I think the timing now to try this is pretty good. 
Mr. McDonnell:  I think the niche is going to be for the specialty search engines, and I think Wall Street has voted, if you look at the relative prices of Excite versus Yahoo and Lycos and the rest of them—they have declared Yahoo the winner.  It's a fickle place, but do they have the Microsoft advantage in that business?  I doubt it.  I think they certainly have a major leg up, and I think the market, now, is for niche players who address specialized markets.
Mr. Arlen:  But that's not to say that there aren't some places where an established player, the first to market is not necessarily the long-term survivor in that market.
Mr. McDonnell:  No, Univac built the first computer, right?
Mr. Arlen:  Right, and in the case of Amazon, which was mentioned a couple times. Ingram books just made an investment in a competitor, and since Ingram is the supplier to Amazon and a number of others, it will be an interesting play there as well.
Who Should Be On The Web?
My name is Rose Woodruff, I'm one of the owners of US Net, a regional Internet service provider.  Even I haven't found a reason for my local dry cleaners to get a Web presence: the fact that they are local, the fact that people must come to their shop.  What characteristics of an organization or its products predict success for a Web site in today's market?  Are there any businesses or products for which you do not predict success for e-commerce?
Mr. Gorog:  I got two bad leaks in my roof and I would love to find somebody on a Web site who does roof repairs, at this stage in the game, because I can't get any of the contractors I have called to come out.  I think it's unlimited, really.  The more we develop an understanding of the power of the Web, the more people are going to understand that even basic businesses have a place there.  With the collapse in prices of building Web sites, anybody can be on the Web.  My grandson builds them, and he is 15 years old, for $195 a shot.
Mr. Arlen:  Which now sets a new pricing level —
Mr. McDonnell:  But you get what you pay for.
Mr. Walsh:  Why do you think your dry cleaner wouldn't be on the Web?  How do you choose your dry cleaner?  Is it because of geography, or because they eradicated a stain once very well?  Why do we choose any service that we go to?  It's usually for features that, if we knew all the providers either close by or who were good at a certain thing we cared about, we might change providers.  I used the term before, I think the Web is a tool for omniscience.  I don't see why people keep saying that there's necessarily going to be failures on the Web.  I think the failure will be whether we, as users, learn how to use it to find vendors that make sense for our lifestyles.
Language Issues
I'm Lou Ivey.  I have an antique and art auction site called Biddington's.   Are you gentlemen looking at other languages?  Do you primarily operate in English?  Have you positioned yourself primarily as American businessmen selling to other countries, or are you looking at global business and including other languages or other ways of operating?
Mr. Walsh:  No.  The French are trying to promote that Web sites in France be in French.  It's a losing fight.  Like it or not, English is the language of aviation, telecommunications and commerce.  It's just happened.  That doesn't mean you shouldn't have links people want.  On an Automatic Teller Machine (ATM), you go multilingual.  You are going to have to do the same thing on a Web site that's appealing to an international community, link them to the language of their choice, but I guarantee that the first page to pop on 99% of the Web sites is going to be in English.
Mr. Arlen:  And with translation software coming along, the opportunity to choose the language is soon, if not imminent.  Maybe by 2001.
Mr. Melton:  In our situation we have to be localized.  In Germany, German; in France, French; in Japan, Japanese.  In all of those countries we are already operating in the local languages.  We are starting to bring up some Chinese pages.  You have to.
Intellectual Property Laws
My name is Rob Stern and I'm an electrical engineer who made the mistake of going to law school.  When I founded my intellectual property law firm, Stern, Kessler Goldstein & Fox, 20 years ago, copyrights and patents really played no role in traditional computers and communication business strategy. We now see an absolute explosion in the number of US patents issuing in Internet and software applications.  Please comment on the role that intellectual property plays in raising money and in creating barriers to entry, even stifling innovation.
Mr. Walsh:  I was with you until the last two words, "stifling innovation."  I believe everyone in the Internet business is trying to build barriers to entry, and, frankly, barriers to exit.  By "barriers to exit," I mean reasons for loyalty that are underscored by a particular technology; an almost undeniable loyalty that a customer can't get elsewhere.  My company has had a number of, so far, successful wrangles with the intellectual property industry—and it is an industry now.  We recently found out that the phrase "public works" is registered.  Who'd've thunk, huh?
	I would posit that the Net is going to be one of the great levelers of this specific niche of law, and I mean no disrespect to your firm.  When I say "levelers," I mean that the Internet is racing ahead of all legal and regulatory bodies which watch over it.  As long as it is racing ahead, folks like you will have a great business.  I admire that, but I think it will be very difficult to keep the genie in the bottle on this.
Mr. Backus:  I'm all for intellectual property.  We have filed several patents on things that we've done in different parts of our business, but I hope that the Internet field does not become a crowded field of art, like the telecommunications field is.  We have a business there that has not done so well.  I'll give you an example. We probably get a letter a month from someone different that says we are infringing on their patent.  We spent a million dollars last year defending ourselves against one suit—I don't know if it was maliciously filed, but it was certainly wrongfully filed—alleging that we infringed someone's patent in an area that was ultimately dismissed on summary judgment.  That was our cost for a small company to get a claim dismissed on summary judgment, which is just outrageous.  I hope the field does not become nearly as crowded as it is in that area, because it's really going to be a drain on resources in this whole area.
Time For A Change?
My name is Drew Clark with the American Banker newspaper.  Almost every company that's been involved in electronic commerce over the past decade (in Web years) has had to change themselves a number of times, including Microsoft.  Could you talk about ways that you have seen for knowing when you need to change strategies?  What allows you to see that you are going to run into a dead end and must make a change?
Mr. McDonnell:  Lack of sales.
Mr. Arlen:  Well, that's a short answer.  Bill, you've been through a few of these, what are the other signals?
Mr. Gorog:  As I said, when the dogs aren't eating the dog food, you better find a new formula or you're going to be in deep trouble.  I think this relates back to what I was talking about before, though, that you need a lot of patience.  One of the mistakes, I think, that we all make is, perhaps, quitting too soon.  It's very easy to run full-page ads for a product, have a very poor response and say, "It's dead.  There is nothing to it.  We ought to move on and do something else."  There is a period of time that you've got to persevere and you've got to take the risk and you've got to move forward.  We're certainly finding that in the financial services business today.
	You need pioneers.  Frequently, they get a lot of arrows in their back, and, frequently, they are not the survivors.  However, if the concepts are right, it's not a question of if it's going to happen, but when.  It's a question of whether you really believe in your concept, whether you've got sufficient support from a customer base to understand that there is satisfaction you can build on and grow on.  Don't quit too soon would be my message.
Mr. Walsh:  Warren Buffet said, "If you sit down at a poker game and within a half an hour you haven't figured out who the patsy is, then you're the patsy.  That's kind of worked for us.
Small Group Communications
I'm Ross Stapleton-Gray of TeleDiplomacy, Inc.  Do you think we will  see much more chat going on, although with the ability to tune in only the things we want to hear?
Mr. Walsh:  Last week, on Pollution Online, we had a two-hour chat on Membrane Befoulment.  I challenge anybody to find a chat on the Web, other than at our site, for membrane befoulment, unless it's on AOL, and trust me, it's not.  The reason I suggest this is that you are right.  Steve Martin once said that he was going to make a comedy album and sell a million copies and get rich.  Then he decided to make one copy and sell it for a million bucks.  That's the Internet.  I'm getting just a few thousand photonics engineers and a few hundred of them get together and talk about wafer steppers and five of them go off and have an email discussion about it. That's one-to-one chat, which sounds like an oxymoron, but I think it is the future, of how commerce will start to happen, at least in the business-to-business sector.
Mr. Arlen:  There is a view that the whole world of communications was people talking to one other, in the slow bit rate around the fire, or around the potbellied stove, or whatever.  Telecommunications changed all that, from one-to-one to multipoint communications over the last 100 years.  It's now coming back. The Web has enabled us to talk to one another in whatever groups we want.
Policing The Net
Sherman Ragland, with Tradewinds International and chairman of The net.America Foundation. When Ben Franklin founded the University of Pennsylvania, he gave it the motto, "Laws Without Morals are Useless."  To paraphrase, a lawless, morals-less Internet is dangerous and may ultimately become useless.  There's obscenity and all kinds of other material.  When are we going to step up as an industry and begin to say, "Okay, these are the laws of the land.  We don't want the government to police us but somebody's got to police us."?  When will we begin to say, "If this is the kind of content you want to put on, you have to at least put up this warning to people," so at least they know?
Mr. Melton:  I think there are two big issues that are going to hit politically, probably a lot bigger than any of us can understand at this point. Certainly, the one issue is adult material, to use the euphemism. The other is the issue of privacy.  We haven't begun to understand the issues of privacy.  When that hits, I think it could be big enough, in the appropriate situation, to even tip a national election one way or the other.  There are obviously some things that are starting to happen with a fair amount of effort behind them.  The folks at AOL and many of the other sites are now getting behind one location called Trust E, that was started about a year and a half ago.  The sites then have a way of policing themselves.  There are several other initiatives like that, and I think the industry is going to move very quickly.  Certainly, the browsers are getting more and more capable of putting filters up.  AOL is a leader in getting the filters set up.  I think that problem is going to be solved probably a lot quicker than the issue of privacy will be.
Mr. Arlen:  One of Ben Franklin's contemporaries said, "We all have to hang together or else we will all hang separately."
The Value Of Community
Bill Robins with NetResponse.  What do you think of John Hagle's book, Net Gain, in terms of building community-centric sites.  How do you see it growing your membership, whether it's through content generated by yourselves or member-generated content?  If two photonic engineers go off and create a barter, do you gain a percentage of that transaction?
Mr. Walsh:  We'll be launching auctions with a partner in the next 30 days.  We think that will be one way to get a piece of the transaction.  Generally, though, we are trying to stay out of that.  If you boil down all the sex appeal of the Net and get rid of it, we are in the list business.  A lot of what the Net is about is the list business.  It does get right into privacy, because abuse of lists screws up the value of the list.  The visitor has to trust that you are not screwing them, by taking data about what they do and misusing it.  We are in the business of gathering together industrial buyers and sellers.  Taking a piece of the transaction—although there is more room to take a piece in our world than in books, flowers and airline seats—we are avoiding it until the audience we've gathered is as robust and as complete as possible.  Then your ability to resell the list, with the customer's permission, is more meaningful.  For instance, today I can tell you, four companies near Moline, Illinois, that are trying to buy 4,000 tons of potash.  I just happen to know that.  It's not important to anybody here, but it's important to the supplier of potash in Rock Island.  That's the list business.  I can't screw up the fact that I know that until everyone has agreed it's a natural way to do business.  So, yes, we have lots of little revenue streams today that are coming in, but they're still based upon the ultimate 800-pound gorilla, which is community in business-to-business.
Where Will You Be In 5 Years?
Mr. Arlen:  I want to wrap things up with a question for the panel, and, Jack, you brought it up originally.  You talked about the disease you have called entrepreneurial efforts. Five years from now, what will each of you be doing, Net-wise or otherwise?
Mr. McDonnell:  Well, as far as I'm concerned, I'll be doing exactly what I'm doing today.  I really enjoy it.  I'll probably start two more divisions between now and then.  
Mr. Walsh:  I'll be working at Nordstrom's selling you socks, Gary.  Seriously, as boring as it may sound, like Jack, I'll still be in the business-to-business sense of cyberspace.  I think it's an absolute winner.
Mr. Backus:  I won't be in the caller ID business; I'm getting out of that business.  I think I'll stay in the electronic commerce sector; I think it's one that today is undervalued with respect to financial institutions, where we are.  It's all outsourced and I think it's going to move inside the bank. Banks are actually going to do it on our network, like they have done with credit cards.
Mr. Arlen:  Bill, how many more companies will you have started by then?  Bill Gorog.
Mr. Gorog:  In five years, my wife thinks I'll be retired.
Mr. Arlen:  We won't tell her otherwise.
Mr. Gorog:  I can't help but think that all of the exciting things that we are doing here today have huge international implications.  I could see my interests at that stage of the game extrapolating the technology and the systems that have been developed here, overseas.
Mr. Melton:  Any form of addiction needs occasional drying-out periods.  Hopefully, CyberCash will be a very successful company and profitable.  There will be new management probably doing the day-to-day stuff and, hopefully I'll be, for a short period of time—until the addiction hits me—on a drying-out period.
Mr. Arlen:  Back to Hawaii.  Well, I hope you will all join me in thanking the panel for an excellent evening.  We are going to hear a few closing remarks from Mario Morino.  Mario?

part 9: Mario Morino: wisdom, confidence and success

Thank you, Gary.  When we started this evening, it was about motivation.  Then Jack got up and said he is the only one making money;  Mark said, "E-commerce is a bust;"  Bill said he had to go through $30 million before he was able to get off the mark; and John said that, "the best way to get to a $10 million company is to start with a $20 million company."
	I guess you are really motivated right now.
	In all seriousness, for me, it was a pleasure because tonight was a lesson.  You heard enormous wisdom.  I have never used that phrase in all of the events we have produced, but tonight you heard wisdom—relevant wisdom, humorous wisdom.  It shows confidence.  It shows success of the kind I wish for all of you to achieve in some way.  This evening was a pleasure for me, and I want to thank the panel, again, because it was outstanding.
	At our event in October, An Evening with the Stars of Telecom, one of the CEOs on the panel ended the session with an enormously enthusiastic comment, "We are at the right time in history, the right time for our markets and the right place [Greater Washington] to make it happen."  Within that context, we described a new economy for the Washington region, based on the convergence of communications, computing and content.  From this convergence, opportunities would open up because the region has compelling assets and competencies, especially in the "bookends" of communications and content.
	Tonight, we learned about an area of opportunity that crosses all of these sectors, electronic commerce, and how it cuts through those other three sectors.  The communications and the content sides are two very relevant parts, particularly in the delivery and supply chain elements of e-commerce.
	The people you've heard here show how we are blessed in the region, how much talent we have in the e-commerce space itself—not in a narrow technical sense, but in an understanding of where this market will go and how it will permeate all aspects of what we do with the Net.
	The ultimate opportunity, however, will come when the frontier of the new economy is fully opened, with systemic changes in at least five areas, all of which you have heard about in different ways from our speakers.

1.	The inexpensive availability of high-speed, digital broadband networking and choice of supplier  This will change everything we've talked about in ways we can't even begin to foresee, especially when it reaches the home and Small Office/Home Office (SoHo) markets, not just the large corporations.

2.	The establishment of an e-commerce infrastructure—the behind-the-scenes work that Jack is doing with TNS, Bill with CyberCash and John with InteliData.  There's infrastructure required to allow for seamless, easy-to-integrate, transparent purchase, payment and back-office processes to make all of the above-the-scenes operations work.

	Our Stars of E-commerce tonight, and of Telecom in October, outlined the progress already underway in these two areas. However, as touched on tonight and of particular interest to this region, we also need:

3.	A regulatory structure that will be conducive to economic growth, while maintaining a balance and integrity with respect to such important societal concerns as privacy, security and intellectual property rights.  These do not always blend well together.  We're in a dangerous period, and this runs well ahead of where the lawyers and legislators are.  Candidly, it's almost frightening, at times, to hear the dialogue. 

4.	A continuing shift in market and consumer attitudes that makes them more receptive to Net-based commerce.  This is not to say that the attitude of reluctance that many people have today is wrong.  It's a realistic attitude, and, as was prevailed upon us today, it doesn't necessarily change quickly in some sectors.

5.	And lastly, as Mark indicated, we have to understand that this is about people—not customers—but people, their needs and the communities of interest they represent. That's very germane to understanding the power of the Net.

	To advance these latter three issues, we all must become voices for influence and change.  They are not merely issues in a courtroom or a research report; they are the future of our businesses.
	The balance of prudent regulatory action versus a bureaucratic imposition is crucial.  You have to be an advocate to seek sustainable, workable outcomes.  We have people discussing these issues who truly understand, but, others who don't. It will scare the daylights out of you to hear some of the debates today, where the reality is already a year ahead of their thinking.  It would be disastrous for us to impose restrictions today or tomorrow based upon the thinking of two years ago.  
	Bill Gorog's comments about how slowly new markets move could not be more accurate.  It's very difficult to develop new markets.  If you want to succeed in e-commerce, go where the markets are.  Go where consumers are receptive.  There is your greatest chance of success.  If you are going to influence people, you have to walk the walk. Don't talk about how great the things are that you can do, while creating a business that doesn't do them.  It's amazing to me what even the most strident and ardent advocates fail to do themselves.  You must walk the walk to convince anybody else.  What's more, if you are going to convince a market, do it in ways that the market will understand.  It is about solutions and results and relevance—ways that make things easy for people and seamless, so they can do the things they are doing already, more easily and in a way totally acceptable to them, not to you.
	Some of you probably know the name Howard Rheingold.  Howard taught me a lesson about building community in the business sector.  I think many people in business don't understand a very simple premise.  They keep talking about the customer as an object.  The customer is a person.  Community is not about organizing consumers; it's about organizing people, bringing people together.  Figure out what people want, then serve them as consumers once you understand what they want as individuals.  Bob Pittman from AOL explained  this quite clearly at one of our previous events when he said, "There is, in my experience, no history of the consumer ever accepting something which is harder than what they’ve had or is worse than what they’ve had."  (http://netpreneur.org/events/mava/transcript.html)  Understand what people do, what they believe is important, and do it for them more easily, in ways that don't cause them to change their lives.  If we do that, we'll be very successful.
	With all this said, just how big is this economic opportunity that e-commerce creates?  No one really knows.  We've pulled six of the brightest individuals around this space together, and no one can say what it's going to do.  You hear some of the huge numbers and predictions about the market size and the rate of growth, and, despite their enormity, they actually belie the true significance of what this is about.  It is nothing short of a transformation. It's not just about e-commerce; it's about our lives.  To ignore it is to fundamentally underplay the economic opportunity that lies ahead.
	You've heard people say that the Internet is still under-hyped.  It probably is, compared to what will take place as time goes on.  The opportunities for individuals like you are absolutely staggering.  Mark made a comment that I know a lot of you choked on, but he's right.  You have never seen such forgiving venture money.  Pray this doesn't end for you.  It has never been easier to get money than it is today.  If you are not getting the money, you've got to ask yourself why.  It's a market that investors are looking to understand.  If you can help them understand where the markets are and give them a viable opportunity, you'll get funding today.  It's much better than it was two years ago, or five years ago for this particular space.
	We all need help doing this.  The purpose of the Potomac KnowledgeWay and the Netpreneur Program is to bring people together in a community so you can help yourselves and help each other.  We'd love to see you involved and participating.
	We are remarkably fortunate to have the opportunity we enjoy here.  We have hundreds and hundreds of netpreneurs, many here tonight or viewing the webcast, who are taking chances and redefining the way we do business, taking the first steps to the new economy.  We also have highly successful people, like the speakers on our panel, who have blazed the trail and are willing to share what they have learned.  I can't encourage you enough to listen to what was said tonight, because it will help you change your businesses.  You have heard words of encouragement, opportunity and wisdom which exemplify why the region is taking a leadership role.  The article which Gary cited earlier from the New York Times noted, "[Greater Washington] has no fancy nickname. It does not yet enjoy a hip reputation among the wired set."  
	Let's keep it that way.  Let's lead with our understanding, with the outcomes we achieve and the success stories you are making possible.  Don't worry.  As we continue to develop and succeed as a community,  as the private financing increases, as the IPOs continue, as our companies make names for themselves in their markets, and as netpreneurs continue to build those stunning net worths, the world will notice.  Succeed and they will know.  It's about performance.  Do what you've got to do, right, and be very bold about it. They'll know us more than they ever wanted to in 10 years.
	Once again, I want to thank the panelists for a superb evening.  Thanks to our sponsors, to the Potomac KnowledgeWay and, of course, to Penny and the entire Netpreneur  Program team for all the work that went into making this happen.  Most of all, thank you.  Recently, we picked up some recognition nationally and regionally.  That recognition is ill-placed, because it belongs to the individuals who are making the change, and that's you, the netpreneurs of this community.  You are taking chances.  You are changing things.  And, more importantly, you are working together, creating a community.  Nothing will help us succeed more than that.  The more we create that critical mass, the more we all will truly succeed.
	Good luck and happy netpreneuring.



