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To Alison and the children with all my love
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AUTHOR’S NOTE

In March 2000, I received a telephone call from Larry Ellison. He had an idea for doing a book about e-business and globalization and wanted to know if I would be interested in coauthorship. I was flattered, but it wasn’t something I wanted to do for a number of reasons. In the first place, a relationship with Ellison of that kind would mean I would have to give up writing about the technology business for The Economist because of the potential for conflict of interest. Second, I had no desire to add to the torrent of indifferent books about the e-business phenomenon that were then flooding the business publishing market. Third, although we shared many views and I had grown to like Ellison and enjoy his company in the brief time I had known him, I thought that coauthoring a book with him would be a nightmare.

But while we were talking, a much more appealing proposition began to form in my mind: what I would be interested in doing was writing an intimate portrait of Ellison and his company on the basis of having a very high degree of access to both him and Oracle. I explained that I would have to have complete editorial control and that it might be some time before I could take leave of absence from The Economist. Ellison’s answer was immediate: he’d love me to do it, and he was prepared to wait until I was ready.

Nine months later, in December 2000, accompanied by my New York–based literary agent, Andrew Wylie, I met with Ellison at his Japanese-style villa in Atherton, a leafy and very expensive suburb some twenty miles to the southwest of San Francisco that is home to much of the Silicon Valley establishment. The meeting had three purposes. First, I needed to establish the basis of my working relationship with Ellison: Wylie had concluded that there should be a formal collaboration agreement between us. Second, although Ellison and I had recently discussed the book over dinner at my house in London, I did not yet have a settled idea of what it should be, although I had already ruled out doing a conventional biography. I knew that if the project was to engage Ellison it would have to be relevant to his current concerns. Most of all, I wanted to test Ellison’s claim that Oracle was poised for true greatness.

One of the things I had noticed while covering the technology business was that many of its key players had extraordinarily little interest in even the recent past. It was as much as most of them could do to remember what it was that Microsoft had done to end up in court. Even Marc Andreessen was much keener to talk about the new businesses he was investing in than his epic struggle against Bill Gates while at Netscape. His attitude was: been there; done that; move on. When Microsoft’s witnesses were confronted with damning e-mails they’d written only a couple of years before, it is just possible their surprise and struggle to guess what they might have meant at the time wasn’t completely phony. Ellison doesn’t suffer from that kind of amnesia, but even though he reads history voraciously and tries to learn from it, what really interests him is not the last five years but the next five. To Ellison, the present and the near future elide so gracefully as to be almost indistinguishable. And when talking about software, last year is another country.

A collaboration agreement that gave me everything I would need was quickly reached. An innovative twist, devised by Andrew Wylie, was that Ellison would have a kind of right of reply or commentary within the book, which he could use either to express a counterpoint to any of my conclusions that he disagreed with or to amplify things that he thought important. Neither of us would be able to alter the words of the other. It is a unique form of joint copyright. I think it has worked.

There is one other thing I would like to say about my relationship with Ellison. In the course of my research, I met, somewhat to my surprise, a number of people who assumed that Ellison was paying me to write what he hoped would be a sympathetic account of his life. This is not the case. My compensation and expenses have been covered in full by the advance from my publisher. That said, I have stayed as his guest during my many visits to Oracle and have traveled with him on his private planes. I have also spent time with Ellison on his boats, recording extensive interviews during his vacations and, most recently, joining him in Auckland to report at first hand on his America’s Cup campaign. Has this degree of intimacy undermined my ability to be objective about Ellison? It is hard for me to say, but I don’t believe so. I like Ellison and there is much about him that I admire, but I am frequently critical of him. Most of us, I think, are able to reach reasonably objective judgments about even our closest friends. Liking them does not mean being oblivious to their faults. I have written the truth about Ellison as I have found it and reported faithfully, for better or ill, the words of the many people who know him whom I have interviewed. When Ellison’s version of events appears questionable or his behavior less than admirable, I have said so. But to a great extent, the picture of Ellison that emerges is one formed by his own words during innumerable, at times brutally frank, conversations conducted over a period of two years. Ellison is, more often than not, his own harshest and most unrelenting critic.
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LARRY AND ME

I first met Larry Ellison in his office at Oracle’s Redwood Shores headquarters on December 8, 1997. I had recently become The Economist’s technology and communications editor, and this was the first of what became regular visits to Silicon Valley. I had just completed two days of meetings at Microsoft’s campus at Redmond, Washington, 800 miles to the north, where an array of impressively on-message executives had been wheeled out for my benefit—though unfortunately not Bill Gates himself. I would see him on my next visit, I was assured. But there was a strong hint that “face time with Bill” was conditional on The Economist’s taking a more sympathetic line toward Microsoft in the antitrust case that the Department of Justice was preparing against it. After a similar turn involving Oracle’s most senior managers, I had been promised time with Ellison himself.

It turned out I’d picked a bad afternoon. I didn’t know it at the time, but Oracle was about to issue its first earnings warning since the firm had nearly gone under in 1990. The economic crisis in Asia had taken its toll, and in North America, slowing license sales of Oracle’s most important product, its all-conquering database, seemed to support the argument of some analysts that Oracle was dominating a market that was getting close to saturation. The following day, the stock lost 30 percent of its value.

As I waited, I could see Ellison through the glass doors of the eleventh-floor boardroom, huddled in conversation. He was already an hour and a half late for his interview with me and I knew he had to fly to New York later in the day to deliver a keynote speech at an Internet conference. I had heard stories about Ellison’s lateness and didn’t believe the press flak’s distracted excuses about an “emergency” being the cause of the delay. Let’s leave it for another time, I suggested grumpily. But at that moment, I was suddenly ushered into Ellison’s handsome office with its expensive Japanese artifacts and panoramic views across the bay.

Despite the strain he must have been under, Ellison was courtesy itself. After apologizing profusely for his lateness, he began to talk about technology. His theme was the failure of the prevailing computer architecture of the day, known as client/server (because the job of running software was shared between server computers in corporate data centers and their desktop PC “clients”). He believed client/server was an “evolutionary dead end” that was “distributing complexity” with disastrous consequences. The answer was a new model of computing based on the Internet, in which the complexity and the computing would be hidden in the network. Users would be able to access everything they needed through a web browser that could be run by a machine much less expensive and cantankerous than a PC—a network computer.

There was nothing unexpected in this. It was a drum that Ellison had been beating for some time, and conceptually it was little different from Sun Microsystems’s famous slogan that “the network is the computer.” Ellison had first declared the PC “a ridiculous device” at a technology conference in Paris more than two years earlier. The speech, at the height of the hoopla surrounding the release of Windows 95 and in front of an audience that included Bill Gates, caused a minor sensation.1

Ellison ran through a well-rehearsed routine, but there was nonetheless something extraordinarily compelling about his argument. He seemed to be speaking directly to the problems that anyone who depended on computers at work knew all too well: the crash-prone PC with its incomprehensible error messages; the incredible effort of maintaining thousands of PCs across a company; the apparently insurmountable difficulties of getting reasonable performance and scalability across wide-area networks. The arguments seemed utterly rational and commonsensical, while Ellison himself was passionate and funny.

•  •  •

Over the next three years, Ellison was proved to be far more right than wrong. The network computer itself proved to be a dazzling digression: Ellison had been right about how the Internet would change the way computers were used, but most people still reckoned that the best way of getting to the Internet was through a PC. A few network computers were made by Oracle and a loosely knit coalition of Microsoft’s enemies, such as IBM and Sun Microsystems, but tumbling PC prices and the limitations imposed by slow dial-up connections quickly condemned them to irrelevance. Microsoft crowed; Ellison was made to look a bit foolish. But the PC versus the NC was a sideshow that stole attention from the real struggle for the future of computing. What mattered was that Ellison had understood better than anyone the potential impact of the Internet on enterprise computing in general and on Oracle in particular.2

While the technology analysts in the investment banks and the consultancies confidently predicted the maturing of the database market, Ellison realized that the Internet would exponentially increase both the number of database transactions and the number of people who would interact with Oracle’s databases. That would mean more license growth than the analysts had dreamed of. Every time someone looked for a book on Amazon.com, bought stock through E*TRADE, or put something up for auction on eBay, that person was using an Oracle database. Ellison believed that the database would be the essential platform for Internet computing, effectively displacing the once all-important operating system.

Within companies, the same thing would happen. Instead of business software being used by only a handful of specialists, Internet-based applications could be extended to anyone with authorization and a browser. Every time one of those applications was used, there was a good chance that it would query the database that the application ran on. When the networking giant Cisco Systems talked of having a “URL for everything we do,” it was another way of saying that everybody they employed was constantly using the firm’s Oracle database. In a client/server world, less sophisticated databases, such as Microsoft’s SQL Server, might have become “good enough” for many businesses, but with Internet computing came the need for databases that could support millions of users at once. With the coming of e-business, Oracle’s databases became at least as much an essential element of infrastructure as Cisco’s routers or the big server computers made by the likes of Sun that were also back in fashion. It was no coincidence that in early 2000 those three companies—the three superstars of the Internet—had a combined market value of nearly a trillion dollars.

If that was a stroke of luck for Oracle, what wasn’t was Ellison’s decision, to the horror of many colleagues and customers, to abandon all further development of client/server-based applications and concentrate the firm’s entire engineering effort on building for the new computing architecture of the Internet. While rivals in the apps business, such as the German powerhouse SAP and PeopleSoft, talked up the Internet and put a web front-end on some of their products, Ellison went much further. Oracle was the first established software firm to risk everything on the new paradigm.

His rationale was simple: Oracle could never hope to be number one in enterprise applications as long as client/server prevailed—it was fated always to play second fiddle to SAP, whose strength in the enterprise apps market almost matched Oracle’s dominance in databases. By getting to the Internet first, assuming that the software could be made to work, Ellison would force Oracle’s competitors to become followers, gaining vital time-to-market over them. And, crucially in an industry in which perception is as important as reality, if Ellison’s bet came off, it would make Oracle appear very cool.

The strategy of harnessing Internet hype and turning Oracle from stodgy to hip—Ellison’s mantra had become “the Internet changes everything”—helped drive Oracle’s market cap in 2000 to within touching distance of a Microsoft brought low by the government’s antitrust case. Ellison even briefly overtook Bill Gates as the world’s richest man, with a net worth of more than $50 billion. If newspaper and magazine articles about Ellison still found plenty of space to describe in loving detail his high-rolling ways, they were also forced to concede that there was substance too. Even though Ellison refused to conform to their idea of what an Über-geek should look and sound like—Gates had that one sewn up—there was a growing willingness to concede that, although as arrogant and addicted to hyperbole as ever, Ellison probably was an authentic business and technology visionary.

•  •  •

In December 2000, when I was thinking about writing this book, Ellison told me that he was preparing to bet the company all over again in a do-or-die attempt to make Oracle not just the biggest software company, but the world’s most influential corporation. To Ellison, that meant not so much passing Microsoft in revenues, although that would be nice, but Oracle having become the successor to industrial icons such as Ford and IBM, whose products and vision had changed the way the world works. He couldn’t bear to include Microsoft in that pantheon. At first it sounded like a characteristic piece of Ellisonian exaggeration. With Ellison, you never quite knew whether he was being provocative for the sake of it or whether he really meant it.

Before deciding to do the book, I went to see him at his home in Atherton. I needed to gauge how serious he really was. After talking through the day and well into the night, I concluded that he was very serious indeed.

His logic went like this: The arrival of the Internet meant we were now living at the beginning of the information age—“it’s the information age, not the fucking operating system age”—and Oracle, it just so happened, was the leading company for helping people to manage their information. Software was the product that made the world go round, and the software business, according to Ellison, is and always has been based on the principle of winner take all. IBM and Microsoft, in their heydays, had demonstrated that. But now the rules of the game had shifted in Oracle’s favor, and it was its turn to become the dominant force in computing. IBM and Microsoft had both bestrode their respective eras—eras that had been defined by the prevailing computer architectures of the day, the mainframe followed by client/server.

Ellison was convinced that Oracle was now poised to claim the mantle that Microsoft had snatched from IBM. But while these two companies’ reigns had been temporary, Ellison reckoned Oracle could be on top for a very long time. He believed that the world was inexorably moving toward “one network [the Internet], one database [from Oracle]. “He says: “I really don’t think there will be another paradigm shift. This is it.”

But the database alone could not bring Oracle the degree of success that Ellison was after. For that, he needed Oracle’s applications to become the enterprising computing equivalent of Microsoft’s ubiquitous Office. In other words, Oracle’s Release 11i, or the E-Business Suite as Ellison preferred to call it, would need to become the standard package of applications for automating the world’s businesses. Release 11i had shipped some six months earlier at the beginning of June and Ellison was convinced it was going to turn the economy of business computing on its head. Engineered for the Internet from scratch, it was one of the biggest and most complex pieces of software ever created. It brought together traditional enterprise resource planning (ERP) applications for running all of a company’s back-office functions with the much newer customer relationship management (CRM) programs, which were designed to deal with every outward-facing task from sales automation to choreographing a sophisticated marketing campaign. It was, Ellison boasted, the only integrated suite that could do everything that most business customers would ever need it to do.

The consequence, Ellison argued, was that it was no longer necessary to hire expensive systems integrators from IBM or Accenture to glue together market-leading applications from different software vendors—the practice known as bringing together best-of-breed. “Building an integrated system out of several different software products that were never designed to work together is a very difficult task. At Oracle, we used to sell and deliver these best-of-breed systems; selling was easy, delivery was hard. IBM has thousands of consultants eager to help you make it work. The more complex the integration project the more likely it will be late and over budget. It may even fail completely. And in the end it’s the customer who assumes the financial risk for the success or failure of these projects. This best-of-breed software product assembly approach is absolutely unique to the computer industry. If Detroit ran like Silicon Valley, nobody would sell cars—just parts. Customers would have to figure out which were the ‘best’ parts—a Honda engine, a Ford transmission, a BMW chassis, GM electrical system—and buy them and try to assemble them into a working car. Good luck. I know it sounds crazy, but that’s how companies put together business systems today.”

But not for much longer, if Ellison had anything to do with it. Ellison was betting that companies with the bitter experience of lengthy software implementations that never fully delivered or returned their investment would be willing to break with the past and buy nearly everything from Oracle. He was also betting that among software vendors only Oracle was big and powerful enough to put together a complete “soup-to-nuts” package of e-business applications, tightly integrated with the database, that would work reliably straight out of the box. And finally, he was betting that the giant systems integration and consulting firms, who recommended to clients what software they should buy, would not turn against Oracle for trying to destroy a large and lucrative part of their business. Ellison leaned back in his chair, grinning: “I feel slightly dizzy when I think about it. We have this one chance to win, and I know that unless we screw up, it’s going to happen.”

Ellison was, in effect, going to war with nearly the whole of the computing business. Mooning Microsoft was one thing, but challenging so much of the industry’s conventional wisdom and vested interests at one time and with few allies seemed unnecessarily foolhardy. I wondered whether Ellison would have the stamina for such a grueling challenge. He was fifty-six years old and, thanks to the 24 percent stake in Oracle that he had clung to through thick and thin since the initial public offering in 1985, he was wealthy beyond even his own understanding.

Although he always talked about technology and Oracle with passion and intensity, he didn’t have the methodical relentlessness that made Bill Gates so formidable and feared. By his own admission, Ellison was not an obsessive grinder like Gates: “I am a sprinter. I rest, I sprint, I rest, I sprint again.” Ellison had a reputation for being easily bored by the process of running a business and often took time off, leaving the shop to senior colleagues. One of the reasons often trotted out for Oracle’s success in the 1990s was Ellison’s decision to hire Ray Lane, a senior executive credited with bringing order and discipline to the business, allowing Ellison just to do the vision thing and bunk off to sail his boats whenever he felt like it. But Lane had left Oracle nearly eighteen months before after falling out with Ellison. Since then, Ellison had taken full control of the company—how likely was it that he would he stay the course?

One reason to be skeptical was that Ellison just seemed to have too many things going on in his life besides Oracle. During the afternoon, we took a break from discussing the future of computing to take a tour of what would be his new home—nearly a decade in the making, and at that time, still nearly three years from completion. In the hills of Woodside, California, framing a five-acre artificial lake, six wooden Japanese houses, perfect replicas of the fifteenth- and sixteenth-century originals in Kyoto, were under construction. The site also contained two full-size ornamental bridges, hundreds of boulders trucked in from the high Sierras and arranged according to Zen principles and an equal number of cherry trees jostling for attention next to towering redwoods. Ellison remarked: “If I’m remembered for anything, it’s more likely to be for this than Oracle.”3

In the evening, I noticed in Ellison’s dining room a scale model of what would become his second home: a graceful-looking 450-foot motor-yacht capable of circumnavigating the globe. Already the owner of two mega-yachts, bought secondhand and extensively modified (the 192-foot Ronin based in Sausalito and the 244-foot Katana, which was kept at Antibes in the South of France), Ellison wanted to create the perfect yacht. The key to achieving this had been his successful courtship of a seventy-two-year-old Englishman, Jon Bannenberg, recognized as the greatest designer of very big, privately-owned yachts. With a budget of $200 million—about the same as that for the Japanese imperial village in Woodside—it would be Bannenberg’s masterpiece. Bannenberg had committed himself to “handing over the keys” to Ellison in time for his summer holiday in 2003.

Then there was Ellison’s flirtation with biotechnology. He had often said to me that when he finally left Oracle (yes, a life after Oracle was something that he contemplated), he would like to work in biotech, even describing it as a new career. He already owned an intellectually formidable Israeli company called Quark Biotech, a pioneer in applied genomics-based drug development, which develops therapeutic products that treat diseases such as cancer and osteoporosis by attacking their causes rather than their symptoms. Ellison’s main philanthropic effort, through the Ellison Medical Foundation, was funding essential research into the diseases of aging. His detractors alleged that he was praying that his foundation would come up with an elixir of youth. It was a good joke given Ellison’s distaste for mortality.

If Ellison could devote as much or as little time as he felt able to his two mammoth construction projects, the same could not be said of the America’s Cup. After winning four maxi-class world championships in his 80-foot sloop Sayonara and narrowly escaping death in the lethal 1998 Sydney-to-Hobart race, Ellison had turned his attention to winning yachting’s most prestigious prize. Although the races (in Auckland) to decide who would challenge Team New Zealand for the “auld mug” would not begin until the fall of 2002, in common with the other major syndicates, Ellison’s team, Oracle Racing, was already in training on the water. Would Ellison be happy just to pay the bills—he had agreed to provide a budget for the team of $80 million—or was he planning a more active involvement?

If Ellison decided to take the helm, he would be up against the best professional “drivers” in the world and he already employed one of them: Sayonara veteran Chris Dickson from New Zealand. When I asked him, he looked sheepish: “It depends how fast our boat is. If it’s fast enough, maybe. But I’m not telling anyone yet. I don’t want to have a mutiny on my hands.” I wasn’t sure whether he was talking about the America’s Cup team or his colleagues at Oracle. I was sure, however, that Ellison had no intention of standing in the background obediently signing checks. And if he was planning on driving in some of the races as he had hinted, what sort of commitment in terms of preparation and weeks spent away from Oracle did that imply?

Finally, although I didn’t know then, there was even the possibility that Ellison might start a new family. Although Ellison’s views on monogamy would never make him a standard-bearer for the moral majority, his five-year relationship with Melanie Craft, a writer twenty-five years his junior, had evolved into a deep mutual commitment. After three failed marriages, one other long-term relationship, and a string of less serious girlfriends, Ellison had pretty much convinced himself that being a husband was just something he was not very good at (although he gave himself higher marks as a father to his two teenage children). As his children by his third marriage were reaching young adulthood—David was eighteen and Megan fifteen—the idea of having more was growing on him. It wasn’t something that he talked about, and he was sensitive enough not to want to put any pressure on Melanie, but it was there all the same.

•  •  •

I had been swept along by Ellison’s arguments and exhilarated by his recklessness and the sheer grandeur of his optimism. As usual, everything he was saying made perfect sense and was intellectually compelling. Part of me thought: “He’s right. If the E-Business Suite is all he says it is, why shouldn’t he succeed with this? And if it does, why shouldn’t Oracle become the most important company on earth.”

However, Oracle’s aggressive and sometimes arrogant style had made it plenty of enemies, and with the launch of the E-Business Suite it seemed that Ellison was intent on making a great many more. Critics had accused Ellison and Oracle of overclaiming and hyping products that sometimes failed to live up to their billing (not exactly a unique crime in the software business, but one that was persistently pinned on Oracle). And although Oracle had the second biggest enterprise applications business in the world, the history of its applications had been, to put it mildly, torrid. If the software didn’t deliver on Ellison’s promise, there would be plenty of people more than happy to see him crash and burn.

Ellison was desperate for Oracle to fulfill what he saw as its true potential, but was he prepared to do what might be required in terms of sheer grinding slog for that to happen? Ellison had become used to having never to do anything he didn’t want to. Was he ready to make the sacrifices that would likely be demanded of him? The progress of this campaign—certainly his most important and possibly his last—would have profound consequences both for Oracle and the reputation of its founder. I very much wanted to know how it would turn out.



1. LE writes: The arrival of Windows 95 received more media attention than the Middle East peace accords, which were signed that same week. But that wasn’t the only thing I found odd. While everyone applauded Microsoft’s increasingly complex desktop software, I was convinced that every application that could be moved off the PC should be moved off the PC. To me the entire industry was headed in the wrong direction.

2. LE writes: The primary message in Oracle’s Internet computing announcement was that complex application software should move off desktop PCs and be embedded in the network on server computers. Users would then access these applications via an Internet browser. To demonstrate our new approach to computing, we built a simple $500 desktop computer that ran one and only one program: an Internet browser. The easily explained NC captured much more media attention than the more complex concept of an Internet computing architecture. In marketing, simple messages always win. The market itself has a different set of dynamics. PC prices dropped from $2,500 to $500, rendering the NC unnecessary. But at the same time, every other enterprise software company copied the fundamental structure of our Internet computing architecture.

3. LE writes: Gardens last for hundreds of years, companies don’t. That’s because people love and take care of gardens.
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ON THE ROAD

March 2001

It’s a cold, gray dawn, and we’re waiting for Larry Ellison, drinking bad coffee in a bleak “VIP” lounge tucked into a remote corner of Hong Kong’s new Lantau Airport reserved for private jets. The welcoming committee consists of Judy Sim, a tall Chinese American who is Oracle’s senior events manager, George and Rich, the two middle-aged, gun-toting ex-cops who take care of Ellison’s personal security, and me. Two black S-Class Mercedes are ready to whisk Ellison the twenty miles to his suite in the Grand Hyatt Hotel overlooking the harbor. At 7 A.M. prompt, the elegant shape of Ellison’s $35 million Gulfstream V, eleven hours out of San Jose, slips into view and taxis towards the terminal. The cabin door opens, and the two pilots bring out the bags and suit carriers to the waiting cars. But of Ellison there’s no sign.

A good ten minutes later he emerges, looking distracted and worried. Two weeks ago, a year after the dot coms and the telcos first started taking a market hammering, the tech downturn finally caught up with Oracle. Big software deals suddenly evaporated in the few days before the close of Oracle’s third quarter, forcing the world’s biggest business software company to make an embarrassing earnings warning. For Ellison, who only a few weeks earlier had been confidently arguing that Oracle might yet prove immune to the forces wreaking havoc with the stock prices of rival technology firms, it was a dismaying moment, and this trip to China to drum up business for Oracle’s ambitious new software package, the E-Business Suite, has taken on a new urgency.

Before getting into the backseat of the lead car, Judy Sim, who has been out in Hong Kong for several days preparing the ground, hands Ellison a sheaf of briefing papers profiling the customers he will soon be meeting and summarizing the points that the local sales team wants him to focus on. But he’s not looking at them. He stares bleakly out of the car window as the convoy pulls away, his eyes filling with tears. It’s an awkward moment. He takes a big gulp of air and mumbles, “It’s been a horrible weekend.”

In the terminal he had made a cell phone call to Melanie Craft, his thirty-two-year-old fiancée and partner for the last five years, at home in California. He asked her to fly out to Hong Kong later in the day; it’s clear that something terrible has happened. “Maggie just died. Cancer. She was ten years old. Damn, fuck. Sorry. She was my favorite cat. Watching her die—I’ve been a complete basket case for the last three days.” Another prolonged pause, and he seems to pull himself together. “You know, it’s times like this that I wonder about doing deals with the Devil. Sad thing is, even if you’re ready to sell your soul, you usually find that nobody’s buying.” Ellison doesn’t like death. He resents it. How can it be that one moment you’re here and the next moment you’re not? The fate of Maggie, whose rapidly advancing cancer has so distressed him, prompts a story about a time when he made a donation to the Ronald McDonald House at Stanford. As a result, Ellison was expected to pay visits to children’s oncology wards. It was a nightmare. “Even the nurses and doctors on those wards couldn’t handle the emotional pain,” he says. “After six months, they either left or became numb to the point of losing their ability to feel anything. I just couldn’t go back into those wards.”

Railing against the unfairness of death and confessing to his own emotional squeamishness seems to have made him feel a little better. For the remainder of the ride to the hotel, he rifles through the briefing papers that Sim has given him. He has half an hour before meeting Xiao-Chu Wang, the chairman of China Mobile, the fast-growing wireless operator. Straight after that he is to host a meeting with the bosses of nine local firms.

•  •  •

The CEO roundtable at the Grand Hyatt is the first that Ellison has held in Asia. The roundtable format has become one of Ellison’s favorite ways of selling Oracle’s vision: self-important CEOs, who would not dream of opening their door to even the most senior Oracle sales executive, are curious to meet Ellison, not least because of his often controversial celebrity.

These events already have an established pattern. Ellison usually starts by describing Oracle’s own experience of “transforming” itself into an e-business and saving a billion dollars’ worth of cost along the way. In particular, he likes to paint a lurid picture of the inefficiency of Oracle’s information systems before the Internet made a different model of computing possible. It’s a riff designed to put the guests at ease—if Oracle, the leading provider of management information systems to most of the world’s biggest companies, couldn’t handle its own data properly, it’s okay for others to admit that they’re having problems. Ellison had told me that in America, the occasion often took on the flavor of a confessional—a kind of CEOs Anonymous—in which the leaders of household name companies would compete with one another to tell horror stories about expensive computer systems that had taken forever to install and never delivered. It didn’t seem to worry Ellison that at least some of these nightmare experiences involved Oracle software and consultants—it was all the fault of the so-called client/server model of computing that Microsoft had helped to foist on the world. “We’re all in the same boat,” he would say, “paying top dollar for systems that tell us almost nothing about our businesses.” Before we go into the room, Derek Williams, Oracle’s top executive in Asia, warns Ellison that, this being the inscrutable East, he may find his audience less responsive than he’s used to.

And so it is. The executives who have turned up are a pretty good cross section of local business: a couple of trading companies, two manufacturers, a telephone firm from the Philippines, a big e-business exchange and online marketplace, a clothing group, and the chief operating officer of Richard Li’s once megahyped Pacific Century CyberWorks. The public sector is also there in the form of Jack So, chairman of the MTR rail system, and Nancy Tse, the deputy director of the hospital authority. But there is no buzz in the room. It’s as if the guests are overawed by Ellison’s presence and are not quite sure what’s expected of them.

Ellison starts the meeting with his well-honed account of what it means to be an e-business and Oracle’s own epiphany and redemption. The story is rambling and funny, but the message is clear. By streamlining its processes and using its own software and the Internet to automate them, Oracle not only saved $1 billion in annual costs but became an organization that was far more responsive to the needs of its customers. What’s more, as all this had been achieved by centralizing information and going from literally thousands of server computers to just a handful, it meant being prepared to spend less, not more, on information technology. The obstacle to realizing such gains was no longer technological, it was whether the people within a company were prepared to embrace change, and that wouldn’t happen unless senior management was ready to think how the business should operate for the next twenty-five years in the light of the Internet. Ellison ends with the challenge “Are you willing to pay less? That really is the question.”

Perhaps the guests think the question is rhetorical, but after an uncomfortable pause Ellison cranks himself up again with an amplification of why spending less can result in better information. It’s a bit repetitive, but it gives Williams the chance to add that you don’t need to be a software firm like Oracle to do these things. GE Power Systems—Oracle’s top reference du jour—is a classic bricks-and-mortar company, and many other customers were also proving what could be accomplished in a short time. That seems to get them going. From then on, it’s a competition to show how switched on they all are. They want to know about the future of e-commerce after the dot-com crash, how to train their people to use the new technology, and what should be done to bring trading partners with them into e-business networks, especially small firms with limited IT resources and skepticism about what’s in it for them.

Ellison has an answer for each of them. His line on e-commerce is that the Internet can make good companies better, but it won’t turn bad businesses into good ones. He reckons that there won’t turn out to be that many brand-new companies created by the Internet; mostly it’s a question of existing firms getting smarter and more efficient. “Dot-com mania,” he says, “was a fantasy, the world had gone a little bit crazy.” On the training issue, he says, “When we say there’s a training problem, it’s usually because a product is too difficult to use. If you can use Yahoo! or Amazon without any training, you should be able to use most business software with little or no training. Unfortunately, our engineers usually stop short of making our products as easy to use as possible. The best and most leveraged approach is to make our software as easy to use as eBay, where seventy-year-old first-time computer users manage to buy and sell antiques.”

The key to encouraging business partners to join online procurement exchanges and marketplaces is to convince them that it would make life easier for them, by giving them the opportunity to increase sales through better and faster information about market trends and to cut the cost of inventory and transaction processing. Patrick Wang, the very on-message chairman of Johnson Electric, a fast-growing $700 million manufacturer of microelectric motors, asks Ellison about Covisint, the giant auto industry exchange that Oracle is involved with. Covisint is a sore subject with Ellison—it was one of the last big deals brought in by Ray Lane, the powerful second in command at Oracle with whom Ellison, to a chorus of disapproval from Wall Street, had abruptly parted company nine months earlier. “Actually,” Ellison says, “competitor collaboration is quite difficult; nothing quite like this has ever been tried before. Getting the Covisint partners [which include all the big three U.S. automakers] to cooperate over the long term will just not work, in my opinion.” He reckons that it will go back to being a Ford-only exchange. The model for business-to-business (B2B) exchanges, he argues, is the one that Oracle has built for Sony—you need an exchange to be built around one “nucleating” company, strong enough both to drive and to provide liquidity, he says.

Mr. Wang looks a little taken aback. Ellison repeats his mantra that the watchwords of e-business are “automate and monitor,” and the meeting breaks up. Although the guests seem happy enough and are making all the right noises about wanting to work with Oracle on their e-business plans, it’s hard to gauge whether it’s been a success. After the long flight and the distress over the cat, Ellison’s performance has been, by his normal standards, a little flat. And without much coming back across the table to stimulate him, he’s been mostly on autopilot.

•  •  •

The next day Ellison visits China Resources, one of the largest mainland enterprises in Hong Kong. With a spread of businesses similar to the giant Jardine Matheson, it provides about 40 percent of Hong Kong’s food staples, trades in oil and gas, and has interests in supermarkets, hotels, and port developments. China Resources’ president is Frank Ning, a tough, forty-something Chinese national who spent some time at a university in America. Ning comes over as a pragmatist, relieved that the dot-com fever has passed and interested in the practical ways the Internet can improve his sprawling $5 billion business. He uses the example of how his grandfather, as the boss of a trading company in Guangzhou during the 1920s, had approached the coming of the telephone. “He used it to improve his business, not set up a telephone trading company.” Ning also points out that with capital markets in headlong retreat, everybody is slowing down their IT investments, and that might not be such a bad thing.

Ellison has been happy to agree with most of what Ning has said up to then, but he bridles at the idea that anyone should delay getting their business onto the Internet. “Yes, but the Internet is a tremendous efficiency tool. We can deliver a very rapid return on your investment. We focus on rapid, low-cost implementations—our CRM [customer relationship management] and distribution software can go in very quickly. You should use the Internet not because it’s new and cool, but because it will save you money.” Ning changes gear. “We used to be a trading monopoly with China, although now we’re a public company. Use us as an example for Chinese companies on the mainland, many of whom we do business with, of how Oracle software can help them. We’re doing okay now, but we’re determined to deliver more of the trading process online in a practical manner—we’re moving online because it makes it better for our customers.”

Ellison spots the opportunity. He suggests that China Resources could become the center of an online trading network, hosting e-business “hub” software and extending a new level of service to trading partners. That way, China Resources could, for example, link silk makers in China directly to designers in Italy; local manufacturers would know what to produce almost as soon as the fashions are penned. In other words, there may be advantages for Ning that he hasn’t even thought of yet. It’s a subtle way of deflecting Ning’s hint that Oracle should give him a special deal because of his connections with businesses on the mainland.

The last meeting in Hong Kong is in the paneled boardroom of the powerful Wharf Group with its owner, Peter Wu. Wu is expected to be the next chief executive of the Hong Kong “special administrative region” when C. H. Tung’s five-year term runs out in 2002. He’s a hybrid businessman/politician—smooth and fluent in a way that Frank Ning was not and keen to brag about the economic prowess of Hong Kong in particular and northeast Asia in general. Both private- and public-sector finances are in good shape, he boasts, and Hong Kong, which was already doing 40 percent of its trade with China, would gain hugely from China’s forthcoming membership in the World Trade Organization. The key to understanding the dynamism of the economy, not just in Hong Kong but elsewhere in Asia, Wu claims, is the role of SMEs (small and medium-sized enterprises) as the driving force. Ellison remarks that SMEs have also become the main engine of Oracle’s own growth and points out that if you can’t automate the SMEs, the Sonys and the Hutchinsons that do business with them won’t be automated either, no matter what they spend on IT.

But Wu is doubtful whether Oracle makes the kind of simple and affordable software that these people would buy. “They are not like dot coms,” he says. “They have never heard the words ‘burn rate,’ and they can’t afford to spend millions on complicated and interminable systems implementations.” This is just the opening that Ellison wants. A big part of his message is that Oracle’s customers should install the software in “plain vanilla” form and avoid expensive modifications. But he suddenly makes the extraordinary claim that Oracle is intending to get the initial purchase price of the applications suite for small businesses down to $20,000 and get the software up and running almost before the ink dries on the contract—in other words, in just a few hours. Williams looks astonished, but it’s quintessential Ellison; because he’s already worked out in his own mind how something like this could, in theory, be done, it follows that all the practical difficulties have already been overcome.1

It’s also an opportunity to expound on a core Ellison theme: “the war against complexity.” Software has to be made much more simple. Computing has become so complex that customers have to hire experts just to explain the industry’s products. Everyone has been trying to make their products more powerful and in the process they have become more difficult to use. Oracle, by contrast, with its E-Business Suite has delivered an integrated closed loop that delivers 80 percent of what you need straight out of the box.

Also in the Wharf Group’s boardroom is Nancy Tse, the Hong Kong Hospital Authority’s number two who was at the previous day’s CEO roundtable. She’s still carrying scar tissue from the last big software implementation she was involved with—the introduction of a large-scale client/server system. It was two years in the planning, three years in execution, and cost twice the agreed-upon budget. In short, a pretty standard big IT project. She wants to know when she should introduce new technology if she’s going to have to go through the whole upgrade nightmare again. Ellison has two answers. The first is that the Internet model is the last model of computing. This is it, he says. What makes him so sure is that Internet-based computer networks work in a way similar to all the other networks that we depend on, from water, as invented by the Romans, to electricity and the telephone. The second is that migration from client/server to the Internet isn’t trivial but shouldn’t take too long. As long as Oracle can get the time with senior managers to work out how to change, standardize, and simplify every business process for the Internet, implementation can be very rapid—the model used so successfully with GE Power, he claims. Oracle was prepared to work on a guaranteed fixed-price, fixed-time basis. He promises, “We will make a very big difference.” Tse doesn’t look wholly reassured, and she’s right not to be. Putting the E-Business Suite into a brand-new plant, such as GE Power’s turbine factory in Hungary, should go fairly smoothly, but large-scale upgrades from “legacy” client/server systems tend to be a lot more painful than Ellison is admitting.2

•  •  •

As the cars race through the traffic back to the Grand Hyatt, Ellison casually suggests a change of plan for the weekend. “I thought that after Shanghai we might just fly down to Tahiti for a couple of days’ R and R. The boat [the 192-foot Ronin] is down there and crewed, so we might as well use it.” What really seems to tickle him is the idea of jetting straight from Tahiti on Sunday night to the next customer engagement—with HealthSouth in Birmingham, Alabama. “I bet that’s a route that nobody’s flown before: Tahiti to Birmingham.”

Back at the hotel, Ellison is treated like visiting royalty and then some. Whenever his entourage arrives, flunkeys scurry ahead clearing a path, opening doors, and bobbing heads. That evening in the Grand Hyatt’s fancy 1 Harbor Road restaurant, the chef is brought bowing and scraping to Ellison’s table to explain the special banquet that has been prepared for the most honored guest. To his credit, Ellison appears to be neither embarrassed nor blasé but goes out of his way to be charmed and express his gratitude.

•  •  •

As the GV drops down toward the runway at Shanghai’s slightly down-at-heel Hongqiao Airport, people on bicycles stop to take in the plane’s unfamiliar silhouette. It’s actually something of a miracle that the aircraft is landing at all. Just a few hours earlier, unknown to Ellison, the Chinese authorities had told the GV’s pilots, Geoff and Pete, that permission to land had been withdrawn. But after haggling, negotiation, and string pulling by Oracle’s advance party in China’s biggest city, everything is back on again. The usual black Mercs (albeit of a slightly earlier vintage than those in Hong Kong) are on the tarmac to meet the plane, but in Shanghai there is also a police car with a flashing light to clear the motorcade’s way through the city’s gridlocked traffic. First stop is the towering Portman–Ritz Carlton Hotel, showpiece of the modern Shanghai Centre, where rooms have been booked and another CEO roundtable is due to start in forty-five minutes.

Although superficially grand, the hotel manages to be slightly tacky. The rooms, both public and private, suffer from that peculiarly Communist interpretation of luxury that requires acres of phony wood veneer and lashings of green (preferably cigarette-burned) velour. Everything is grubby, and nothing works quite as it’s meant to. As it’s about 8:30 in the morning, several of the elevators are emptying themselves of pretty young women wearing long raincoats in a vain attempt to conceal the evening finery they arrived in the night before. The atmosphere of prerevolutionary loucheness is further heightened by the hotel’s own female staff, who are kitted out in shiny red cheongsams, slit daringly high on the thigh. Touchingly, most are wearing shabby black sneakers or what look like boots from a People’s Liberation Army surplus store. Two of these girls are standing at attention outside the room in which the roundtable will take place. Before Ellison shows up, one of the Oracle flaks orders them to find some more appropriate footwear.

The twelve guests, an impressive selection of local entrepreneurial talent, are all male, and most are in their early thirties. They lack the sleekness of their Hong Kong counterparts, and only two or three of them are sufficiently confident of their English to dispense with the simultaneous translation. But Derek Williams’s warning that this audience would be even harder to get going than the one in Hong Kong turns out to be wide of the mark. After Ellison’s opening remarks, carefully tailored to flatter Shanghai’s massive building boom—“it seems like half the cranes in the world are right here in this city”—and the prediction that China would soon have more people hooked up to the World Wide Web than America thanks to the coming of the wireless Internet, the questions come thick and fast.

Although Ellison has talked enthusiastically about how lucky they are to be able to install Oracle’s Internet-based software without worrying about legacy computing systems getting in the way—“client/server never happened here” he says, seeming to extol Chinese wisdom rather than hinting at any technological backwardness—they most want to hear his views on what’s going on in the world. They want to know what he thinks will happen to the Nasdaq—four of the firms represented are stockbrokers with a lot of very perplexed clients—and whether the U.S. economy is going into recession. They also seem fascinated by the power cuts in California. Although Ellison would clearly rather be selling software, he’s happy to oblige with his opinions and is stumped only when a banker asks him what impact the World Trade Organization (WTO) will have on the Chinese banking system and what steps Ellison would take to reform it.

After about an hour, the conversation meanders around to what Oracle actually does and might be able to do for them. They want to know whether this e-business thing is real (it is, says Ellison); how they should deal with rapid growth (it’s risky, he says, but it’s riskier not to grow fast; our software will help you scale your business); and how Oracle is doing against its rivals, especially Microsoft. At last Ellison gets the chance to pitch the E-Business Suite. To their surprise, Ellison explains that Microsoft isn’t really a direct rival. Oracle’s main competitors are the sprawling computer behemoth IBM and the leading business application firms, such as SAP and Siebel Systems, whose products IBM and other system integrators expensively try to knit together. The contrast is their complexity versus Oracle’s simplicity. Yesterday, in Hong Kong, the idea of the E-Business Suite being installed for $20,000 and in less than an hour was an ambitious goal, but in Shanghai, Ellison turns it into something very like a product that will soon be ready to ship.3

Next stop is the Shanghai studios of CCTV, the state-owned television service. Ellison is to appear on a live lunchtime chat show that has an Oprah-style format and a claimed viewership of around 50 million people. While Ellison is wired for sound, the program’s host, Wei Zhang, a smartly groomed young woman with an American university education, assures him that despite the presence of an invited audience of several hundred, who will be given a chance to question him later, the show is actually a good deal more intellectually serious than Oprah. Ellison is understandably relieved. He’s been on the real Oprah and says that he felt like a rabbit caught in the headlights of an onrushing car.

In fact, the show turns out to be pretty bad. The Chinese Oprah’s idea of intellectual seriousness is to keep asking variations of the same question over and over again: Does he mind Oracle’s being number two to Microsoft? How does he plan to become number one? How does he feel about being only the second richest man in the world, and how does he intend to overtake Bill Gates in wealth? Ellison becomes increasingly desperate to find ways of not repeating himself. Even when the audience gets its chance, it’s the same questions all over again. Clearly, the Chinese think being number two is a pretty awful fate—watch out, America.

It gets worse when Ellison is asked about something different: How important is China to Oracle as a source of engineering talent? It’s getting more important all the time, he says. In that case, says another member of the audience, how about moving R and D out here from California? Ellison blinks into the lights and suddenly realizes that the guy asking the question is Oracle’s managing director in China, Andrew Hu. The Oracle events managers, who have organized Ellison’s itinerary, are horrified: “What the fuck’s he doing there?” As other equally self-serving questions from the audience come in, the thought comes to Ellison that maybe there are other Oracle plants among the guests. “Er . . . just how many people are there here from Oracle?” he asks nervously. A forest of hands goes up. “At least half” appears to be the answer. “Christ, I didn’t know we even had so many people in China,” groans one of the flaks. If this happened in America, says another, we’d never live it down. Luckily, the show has been seen by only about 50 million people.

The last meeting before returning to the plane is with the mayor of Shanghai, Xu Kuang Di. The room in the city hall is a vast, ornately decorated chamber with rows of large armchairs on three sides. Xu and Ellison sit on a slightly raised dais, their respective interpreters perched, absurdly, just behind them, like hiding puppeteers. Xu looks every inch the tough boss of a tough city. The mayorship of Shanghai is not only one of the biggest political jobs in China, it can lead to the very top—both President Jiang Zemin and the country’s prime minister, Zhu Rongji, are former mayors of the city.

Ellison is at his diplomatic smoothest: Shanghai is one of the most exciting cities in the world, with the fastest growth and the most cranes (this is a line he clearly likes), and it’s one that he always looks forward to returning to (though it’s not fascinating enough to keep him in town for more than a few hours on this trip). Xu is equally flattering about Ellison’s accomplishments and the contribution Oracle is making to the new China. He then gives a little soliloquy about the importance of the Internet to Shanghai, the need to keep constantly upgrading technology and the city’s already quite impressive communications infrastructure. The growth of wireless was an example of how the new Shanghai was embracing technology, with more than 3 million mobile phones among a population of 13 million. He then asks Ellison the question that it seems everyone in China is desperate to have answered: What’s likely to happen to technology and Internet stocks? He’s very worried, he says, now speaking in quite passable English, that the experience of losses in the last few months could dent the appetite of inexperienced Chinese investors to hold stocks. You have to pinch yourself to remember that this is a Communist speaking, not the chairman of the New York Stock Exchange. The mayor suddenly asks what Oracle can do to put the city’s customs operations online. Ellison and Derek Williams can hardly contain their excitement. They assure Xu that they have the software ready to go and the efficiencies will naturally be astounding. Arrangements are made to meet with customs officials and begin “scoping” the project. A meeting that was conceived as little more than an opportunity to show the flag and drum up some local media coverage has turned out to be a lot more interesting.

In fact, aside from the weirdness of the lunchtime TV show, everything has gone amazingly smoothly. But now we’re not going to Tahiti after all: Geoff Glass, the senior of Ellison’s two full-time pilots, has looked at a map. Ellison’s idea that Tahiti is “on the way back” to the United States turns out to be wide of the mark—it’s a seventeen-hour flight, including a refueling stopover in Guam. The Pacific is very big. The pioneering flight from Tahiti to Birmingham is left for someone else to do. Eleven hours later, but earlier the same Thursday thanks to the sixteen-hour time difference, the GV touches down at the San Jose Jet Center, where Carl Olsen, Ellison’s driver, is waiting by the hangar with his boss’s new Bentley Arnage Red Label.

•  •  •

It’s a long Thursday. Ellison is back in the office by early afternoon to take a review meeting with the applications group. The meeting, in the eleventh-floor boardroom, is already under way by the time Ellison swings in. It’s as if he had just stepped out to get a Coke from the fridge rather than flown in from China. Although the atmosphere is typically Silicon Valley informal—whispered side conversations, tinkering with PDAs and cell phones, frequent excursions to pick up juices and sodas from the fridge across the way—and no one is obviously chairing the proceedings, the focus subtly shifts toward Ellison.

It’s all fairly routine stuff. There’s an update on how a few big E-Business Suite installations are going. The most important are a major CRM installation at Silicon Valley neighbor Hewlett-Packard that’s about to be rolled out to nearly four thousand marketing people and the vital “go live” at GE Power in Hungary. The good news is that there are “no software issues,” but one small cloud on the horizon concerns the way GE is handling the next EBS implementation at its Houston plant.

Ron Wohl, Oracle’s joint head of applications development, says that GE is warning that Houston is likely to be more complex than Hungary, because local managers are resisting the approach used in Hungary, where processes were adapted to work with the software rather than the other way around. At Oracle, this has become tantamount to heresy; a big part of the EBS campaign is to convince customers to take the software in “plain vanilla” form and install it rapidly without modifications. Wohl says that it may be possible to sort things out at a meeting of the GE-Oracle steering committee in a fortnight. But if that fails, either he or Ellison may have to go back to GE Power Systems’ boss and current Oracle poster boy, John Rice, and persuade him to tell the Houston people to see sense. Ellison has a better idea. Tell Houston, he says, they must write down on paper exactly why they have to be different from Hungary. Don’t let them argue about it at the steering committee, they’ll come up with some wonderful reasons and put up a great argument. “Make them write it down,” he says.4

The next day—Ellison usually doesn’t arrive in the office until about 1:30 in the afternoon—is taken up with meetings, first with the application server group and second with marketing, to approve some press ads. Oracle’s application server has been a problem for a couple of years. App servers are a vital layer in the software “stack” of Internet computing—the two main players in the market, BEA Systems and IBM with its WebSphere product range, market them as e-business platforms or even as the operating systems of the Internet.

But Oracle’s offering has suffered from poor performance in running applications written in the popular Java programming language because Oracle’s Java “container” has been taken from its database instead of being designed from scratch for the app server. As Oracle is a pioneer of e-business, it’s strategically damaging and frankly embarrassing for it not to have a competitive product. The options on the table are to resell a direct rival’s product, such as BEA Systems’, persevere with developing an in-house solution, or do a licensing deal with a tiny firm in Sweden called Orion (“basically just two guys”), which seems to have come up with a container that provides one of the world’s fastest Java environments. This last option is recommended by the application server group’s Thomas Kurian, a young Indian who’s a rising star at Oracle.

Interestingly, there is almost no “not invented here” vanity. It’s a simple question of what will deliver in a cost-effective and timely way. Ellison is asked to approve the $5 million deal that has been negotiated with Orion, which will preclude selling a similar license to any of Oracle’s competitors. The boys from Orion have also reluctantly accepted that they can’t give the program to the open-source movement for three years—it’s apparently the only requirement they balked at. Ellison is not only happy to cut the deal, he wants it done fast so he can avoid incurring any further parallel development costs. He even asks if there’s a danger of lowballing Orion with the $5 million. It’s not altruism. He wants to make sure that Orion has enough money not to stint on development that will benefit Oracle. The final question is whether the application server has been underpriced. Ellison is adamant about keeping a performance/price advantage over rivals. “It gets people downloading the software and generates buzz on all the tech bulletin boards. Keep the price low.” This is a recurring theme: even if people steal your software, you get the money back in the end because they’re forced to buy your other products and support.

At the last meeting of the week, marketing executive Stacey Torman has some new ads to show Ellison and Safra Catz, his formidable chief of staff. With an annual marketing budget of more than $300 million and a preference for displays in the business press, the company will soon be blanketing The Wall Street Journal, the Financial Times, and The Economist, among others, with ads. But Ellison doesn’t like the pie chart that’s in the ad, sourced from IDC, a computer industry market research firm, that’s meant to show Oracle’s dominant share of the database market, so he redraws the chart on the room’s whiteboard. He says that some research organizations apply different metrics to IBM’s share figures, but that anyway Big Blue fakes the number. Then he grumbles that he doesn’t know why Oracle bothers to use an ad agency. For production and placement, volunteers Torman.

Another research company, Forrester, that’s normally favorably disposed toward Oracle, has written a briefing note saying that when the E-Business Suite doesn’t work, Oracle blames its customers. Ellison wants to come up with an ad that confronts the Forrester claim. He suggests something along the lines of “Don’t try to finish our software for us. Let us finish it for you. Hiring a systems integrator to modify our software costs millions and rarely works as advertised. We have thousands of the world’s most talented software engineers, but even they fuck it up on a regular basis before getting it right. Don’t try this at home.” Torman says she’ll get someone to work on it.

After that, it’s back to rewriting the current crop of ads. There’s one that Ellison wants to run in Monday’s FT that is aimed at countering some of the negative news that flowed from missing the quarter earnings number a couple of weeks earlier—the first sign that despite earlier boasting, Oracle was not immune to the problems of the slowing economy after all. The ad will say that despite everything. Oracle’s profits and margins both went up, thanks to the E-Business Suite’s effectiveness as a “cost reduction engine.” The only problem is that the FT’s advertising sales office says that it needs two weeks to take a new ad. Ellison can’t believe it and says maybe he should call Marjorie Scardino, the Texan chief executive of Pearson, the FT’s owner, over the weekend. Already, he’s practicing his Texan drawl for Scardino’s benefit.

•  •  •

It’s a three-hour ride by GV from San Jose to Birmingham, Alabama—a place that Ellison proudly boasts he’s never been to in his life—plenty of time for Ellison to mount a favorite hobbyhorse. The reason for this voyage of discovery is to announce a partnership with Birmingham-based HealthSouth, one of the country’s biggest health care providers, to build a so-called digital hospital. It’s an important deal for Oracle, even though it will be putting in more resources than it’s likely to get back in the short term. But that’s not the reason Ellison is so excited. He’s been thinking for some time about how Oracle and the Internet could transform the efficiency of the health care industry, which is not only the world’s biggest—he thinks he’s read somewhere that its annual value is about $3 trillion—but one in which software-driven process automation has yet to make any major impact.

Once he starts describing the idea, the words come tumbling out. Almost all medical records, in America and elsewhere, are kept on paper. From prescriptions to insurance claims, medical practice is a never-ending trail of expensively generated and poorly filed paper. The computer systems that do exist are largely based on incompatible proprietary technologies that stop them from being able to communicate with one another—little pockets of automation. And although medicine in advanced industrial countries is seen as glamorously high tech with its array of diagnostic scanners, laser surgery, and sophisticated drugs that increasingly draw on biotechnology, there has been almost no attempt to integrate these new techniques synergistically. Add to that the problem of spiraling health care costs, standards of service that often fall below even the most basic consumer expectations, and the rise of expensively litigated malpractice suits.

Looking uncharacteristically pious, Ellison says that this may be one instance where it’s possible to make money and do some good at the same time. He genuinely believes that the E-Business Suite, by combining customer/patient relationship management with resource planning applications into a single integrated system and leveraging the connectivity of the Internet and wireless communications, can bring huge benefits to the health care system. By eliminating unnecessary paperwork and duplication of effort, time and money can, in theory, be redirected toward patient care. Even more dramatically, Ellison is convinced that by keeping everyone’s records on a single database and linking that wirelessly and in real time to what is going on in the hospital, it should be possible to eliminate many of the medical errors—misprescription alone is thought to be responsible for the deaths of more than fifty thousand patients a year just in the United States—that frequently kill or damage patients.

The importance of the deal with HealthSouth is threefold. First, as the world’s first fully integrated, all-new, start-from-scratch digital hospital, the HealthSouth Medical Center will be a showcase for Oracle’s technology—if only the 20 percent savings on administrative costs that HealthSouth is conservatively budgeting for are delivered, Ellison hopes that health care providers from all over the world will be beating a path to Birmingham. Second, Oracle is the first to admit that while it is the biggest provider of clinical trials software, it has gaps in its industry knowledge that need to be filled, and it will also have to adapt its software to the particular needs of health care. To achieve that, it’s crucial to have a committed “anchor customer,” such as HealthSouth, that shares its vision and will work with Oracle to get the software right; that’s why it makes sense for Oracle to do the work for free. Finally, there are nearly a dozen other providers of technology to the project, from Carl Zeiss (optics) to GE Medical Systems (diagnostic imaging). Ellison admits that getting all of them to work together will be like herding cats but says it’s a great opportunity to get all of them onto the E-Business Suite.

When the GV touches down in Birmingham, Jay Nussbaum, the avuncular head of Oracle’s service industries division, based near Washington, D.C. in Reston, Virginia, is there to greet and brief Ellison. Although there are a couple of limos waiting to take us to HealthSouth’s ninety-two-acre campus on the outskirts of the city, the firm’s CEO, Richard Scrushy, has thoughtfully sent a HealthSouth-liveried Sikorsky S-92 helicopter as an alternative. As Ellison gets into the plush cabin, followed by two unsmiling minders, Nussbaum suggests that perhaps he should get a chopper like this for flying into and out of the Japanese imperial village that he is controversially building among the redwoods in snobby Woodside. “This the neighbors would really hate,” says Ellison. “That would be it, they’d try and take me out with missiles if I got one of these. It’s worth thinking about.” But not for very long. Ellison hates helicopters—they’re ugly, noisy, and unstable—and he usually avoids them whenever possible.

Ten minutes later we’re inside Scrushy’s office. It’s as big as a tennis court, with an abundance of highly varnished wood and vermilion leather; curving plate-glass windows provide a panoramic view over the campus. Bizarrely, on the walls are pictures of Muhammad Ali’s great fights, while the main ornaments are model airplanes—dozens of them, with pride of place given to a GV just like Ellison’s.

Scrushy is an intense, wiry man, some ten years younger than Ellison but with suspiciously black, thinning hair. He and Ellison are scheduled to do a conference call with a reporter from USA Today before the main presentation. He talks at speed with a pronounced southern drawl (“We’re gonna build somth’n’ here you-all that’s never been built before . . .”) in an uninterruptible stream of unstructured hyperbole. For once, Ellison seems happy to play second fiddle, coming in only when Scrushy finally runs out of steam. The truth is that he doesn’t have to say much. Scrushy has bought into the idea of the E-Business Suite completely and is a passionate preacher/salesman. Later, when Scrushy is making his big speech of the day and extolling the benefits of fully integrated software that works straight out of the box and automates every process, Nussbaum whispers, “It’s like we slotted the tape right into his head.”

When the USA Today interview is over, Scrushy steers Ellison toward the sumptuous HealthSouth boardroom, where executives from the other firms contributing to the digital hospital and the governor of Alabama, Don Siegelman, there to cast his official blessing on the project, are waiting to be briefed on what to say at the press conference. Young women wearing big hair, high heels, and revealingly tailored red suits are on hand to fetch and carry. For some reason, they present both Ellison and Siegelman with a golf putter. In appearance and attentive manner, they resemble fantasy airline stewardesses. Would Scrushy, who is a keen flyer, rather be running an airline than a health care business?

The press conference itself, in front of what looks like an audience of well over a thousand, is a fairly dull affair. Scrushy speaks too quickly, Ellison looks uncomfortable having to share the big platform with so many others, and everyone else is determined to plug their companies in the few minutes they have been allotted. The audience in the vast hall, made up largely of HealthSouth employees, is attentive and respectful, but the warmest applause is reserved for the governor when, after running through a long list of modern Alabama’s achievements, he speaks of his happiness and pride that the state is home to the world’s first hunting and shooting trail for the disabled. Welcome to the New South. The local media’s questions are pretty desultory, but Ellison is happy to field one about the threat to patient privacy from storing everybody’s medical details on one vast database. Just the opposite, he says. Right now, there’s no security. Medical records are stored on paper folders in metal filing cabinets in doctors’ offices. Anybody might get to see them; about the only privacy is that a lot of records get lost. In the future, patients will be able to authorize who gains access and to what. If Oracle databases are secure enough for the CIA and the FBI, they should be sufficiently secure to reassure most patients. And that’s it. After a couple of interviews with the TV business channels, it’s back to the Sikorsky and the airport.

But before boarding the GV for Washington, D.C., there’s a customer meeting of a rather different kind. BellSouth, the local Baby Bell, has been having a torrid time with the Oracle software it’s using to run its call center serving new broadband customers. The two BellSouth executives who feel most exposed have taken advantage of Ellison’s presence in the region to fly a company jet down to Birmingham to tell him of their problems. The meeting is to take place in HealthSouth’s hangar. The hangar itself is another testament to Scrushy’s high-rolling ways. Within is a veritable air force of some eight planes, including a couple of Citations and the GV that sat in miniature on Scrushy’s office sideboard. Ellison is taken aback and makes a joke about the kind of “shareholder abuse” that went out of style with RJR Nabisco a decade ago. To some, he is surprisingly puritanical about such things. He is always quick to point out that his own indulgences, such as the GV, are paid for from his, rather than the company’s, pocket. It’s also a reminder that Scrushy is a somewhat controversial character. Despite his achievement in turning HealthSouth into a $5 billion company in the seventeen years since he founded it with an investment of just $50,000, his brashness and towering ego have made him a target for gossip on Internet message boards—to such an extent that he has hired detectives to seek out his invariably anonymous persecutors. In 1997, he also made headlines when his pay for the year reached $106.8 million, including bonus and stock gains. He’s received a number of death threats in recent years, and a very tough-looking security force constantly patrols the firm’s headquarters.

The BellSouth team—Ralph de la Vega and Lowri Groves, respectively the heads of broadband access services and customer technologies—is waiting for Ellison and Nussbaum in a little conference room at the side of the hangar. De la Vega seems fretful, an impression amplified by his gloomy little moustache. Groves, who once worked at Xerox with Nussbaum, has the exasperated air of someone who has already heard too many excuses and is expecting to hear some more. The CRM software they have licensed from Oracle, which is supposed to provide a self-provisioning service to customers buying ADSL high-speed Internet connections, isn’t delivering. In particular, de la Vega claims that the product is missing features that were promised some time ago. Smaller, nimbler broadband operators, he says, are meanwhile stealing market share from the Baby Bell. What’s more, de la Vega reckons that he’s in danger of going $20 million over budget, and he’s looking for Oracle to find a way of helping him out. To make matters still worse, a factory supplying some of BellSouth’s ADSL modems happens to be in Chechnya and has been bombed. De la Vega grudgingly accepts that this particular misfortune may be down to the Russians rather than Oracle, but he needs some convincing. Groves says simply, “You must get Ralph back on track and whole.”

Ellison privately acknowledges that there may be some additional features that the engineering team needs to come up with. But he suspects that many of BellSouth’s difficulties are self-inflicted—not least the overspend—and are the result of using systems integrators to modify Oracle’s software: the big no-no. Rather than start an argument about what’s gone, however, he declares himself “thrilled that you want us to change the software rather than change it yourself; it’s the best way to add the features you need.” He adds that he shares de la Vega’s sense of urgency in getting in the new features: “It makes us more competitive as well as you. We want to be successful in the telecom industry, and that means we need to make you successful as well.” He then asks de la Vega if he’s ready to talk about changes to business processes to get the best out of the software. As long as BellSouth can be treated as a partner and involved in the process reengineering, de la Vega is ready to do anything that will get him to market more quickly. He says, “We agree, no customization, we’ve been through too much pain already.” The quid pro quo is that he must have Ellison—“the guy at the top”—prepared to stay involved. There’s been some friction with Oracle members of the project steering committee. Ellison confirms Oracle’s desire to make “a substantial investment in telco CRM” and promises that he will lead the development teams.5

There is still the little matter of horse trading over where the $20 million is going to be found that de la Vega needs to stay in budget. It’s kind of a challenge, says Nussbaum. De la Vega throws in an offer to be a customer reference. He suggests something along the lines of “We grew fastest, had the best customer satisfaction scores, and we did it with Oracle. I don’t mind telling the world that you guys fixed it.” Groves hints that the rest of BellSouth’s consumer business might also move to Oracle if the steering committee can come up with a really telcocentric version of the E-Business Suite. Finally, Ellison suggests that they are going to need more storage disks to mine all the data they will be collecting on customers and that he might be willing to “see if I can let you guys purchase disks off our special deal with EMC [the leading computer storage firm].” Whether it will all add up to $20 million is far from clear. But for the time being, everybody is happy and optimistic. Ellison ingratiatingly concludes, “It’s important that our developers work closely with our biggest clients, like you guys; that’s the only way we can prove our software can solve your biggest problems.” With that, the meeting ends and after a last incredulous look at the HealthSouth air force, both teams board their own waiting jets.

•  •  •

After Birmingham, the next trip is to Washington, D.C. The visit has a double purpose: over lunch at the Four Seasons hotel, Ellison will host a roundtable of college heads to spread the word about what the E-Business Suite can do for higher education; later in the day he is to deliver the keynote speech at the Ronald Reagan International Trade Center to four hundred of Alcoa’s top managers. Alcoa, the world’s biggest aluminum producer, is just beginning its roll-out of the E-Business Suite and is potentially a vital reference customer. Jay Nussbaum has also sneaked into the timetable a secret meeting with Kevin Fitzgerald, a senior sales guy from Siebel Systems, the leader in CRM software and one of Oracle’s bitterest rivals. With his Siebel options several fathoms under water, Fitzgerald is prepared to jump ship to Oracle. Poaching between the two firms is nothing new—Tom Siebel is himself a former Oracle salesman—but any opportunity to hire key Siebel people is too good to pass up, and face time with Ellison is deemed critical to closing the deal.

The dozen university presidents produce a different atmosphere from the CEOs who normally come to Ellison’s roundtable events. They are administrator/politicians rather than businessmen, with some of the self-importance of the latter and the stiffness of the former. Ellison, with his youthful history of not hanging around long enough to complete university courses, seems slightly uneasy and goes into contortions to affect a respect that he almost certainly doesn’t feel. But higher education is potentially a huge market if enough universities can be persuaded to work with Oracle both to standardize their processes and to help Oracle’s developers adapt the E-Business Suite to their needs. Ellison is hoping that these men—and with only one exception, they are all men—have been sufficiently chastened by trying to integrate a spaghetti of specialized applications from the small software firms that focus on the academic market that they will be receptive to his message.

Almost as soon as Ellison draws breath from his preamble, one of the academics asks what kind of deal they might get from Oracle. He argues that Oracle’s pricing should reflect the possibility that students introduced to the software at their university could become valuable customers in later life. Ellison says that Nussbaum has the authority to discount deeply but that what tends to cost most money in a software implementation is the labor to put it in, which can’t be discounted. “Our goal,” he says, “is to develop software that works out of the box, so you don’t have to spend a lot of money to change it. But to achieve that, we need a much closer relationship with our customers so that we fully understand their business processes. Then we can help you modernize those processes before we help you automate them. Don’t pay us or anyone else to adapt our software to the way you’ve been doing business for the last twenty years—if you do that, you’ll spend too much money and get too little benefit.”

Ellison goes on to say that what he wants is to open up a debate about finding standard ways—best practices—of doing things across a number of institutions. That way automation of things like student record keeping becomes cheap and easy. “Okay,” says one of the presidents with the satisfied air of somebody who’s about to say something extremely smart, “but we’re going to want our own bells and whistles.” It’s as if he hasn’t heard a word that Ellison has been saying for the last forty-five minutes. Adroitly, Ellison turns the remark on its head. The question, he says, is whether those bells and whistles are innovations that will work for other universities and become best practice. If they are, they should be added to the plain vanilla product.

Next comes the inevitable question about what Oracle is doing to “bridge the digital divide” and the equally predictable answers about all the virtuous things that Oracle is doing. “We are always looking for new programs that help narrow the digital divide,” mouths Ellison piously. Suddenly, however, he has an idea. From what he heard today, he says, there’s a need to link an individual’s records from different academic institutions to create a single lifetime learning record to support accountability and validate credentials. Oracle could create such a database as a public service. “Up till now we’ve been focused on building software for individual universities. But we could build a national student record database and put it on the Internet. Every university could use the system for free. But don’t mistake this for altruism. If we create a free student record ‘hub’ database, it’s more likely that universities will purchase Oracle’s ‘spoke’ software. In fact, most of you might find it more economical for Oracle to provide a national online student record service than each of you having your own student record system.”

He goes on, “We’re trying to think through the higher education market systematically. We want to make the same commitment to education as we’ve made to health care and manufacturing. Do we need more domain expertise? Absolutely, but we’ll never know as much about your business as you do. We cannot finish the E-Business Suite for education without your help. And we can be successful only if you’re interested in modernizing and standardizing your business processes. Look at our current software as a starting point and then help us better understand what we have to add to meet your needs. Is there the collective will to make this work? This is not just a pitch to sell software.” It does the trick. As the lunch breaks up, there is a sudden rush for reassurance. “My most urgent need is the student services module. If we sign on, is there going to be a commitment of resource to match the urgency?” “If I partner with you, will you be there for me?” Ellison smiles. The exercise in humility is over. “We are the largest enterprise software company in the world. There is nobody better equipped to do this right than us.” As Nussbaum works the table, fixing follow-up appointments, Ellison needs to say something funny: “The good news is that our E-Business Suite is brand new. The bad news is that our E-Business Suite is brand new.” Luckily, he says it in a nearly inaudible voice and nobody is listening.

It takes fifteen minutes in a back room for the laying on of hands with the Siebel deserter, and then it’s into the limos for the short ride across town to the Ronald Reagan Center for the Alcoa keynote. Steve McLaughlin, Oracle’s VP for product industries, is waiting in the car to brief Ellison on the status of the Alcoa account, but first he’s got some news about how relations are going with GE Power’s John Rice. Rice may be Oracle’s favorite customer when it comes to promoting the concept of the E-Business Suite, but McLaughlin complains he’s proving a “take-no-prisoners” negotiator over financial issues. “He’s a great guy,” says McLaughlin, “but he seems to think he shouldn’t have to pay. It’s kind of a macho thing with him about paying.”

McLaughlin’s tactic has been to offer Rice a large discount as an incentive for paying up front. Ellison tells him not to worry and not to offer any more discount. He says, “GE already gets a huge discount.” McLaughlin is concerned about not being able to book the revenue for the quarter, but Ellison just keeps saying that GE should buy the software when it needs it—not before.6

Before Ellison makes his speech, some time has been set aside for a meeting with Alcoa’s CEO, Alan Belda, who’s eager to give Ellison a progress report on Alcoa’s E-Business Suite implementation. Alcoa, with revenues of more than $20 billion a year, has operations in 381 plants in thirty-seven countries. Belda is using Oracle software to create something called the Alcoa Business System (ABS), an integrated, enterprise-wide e-business system that has been designed to bind the sprawling company together in such close collaboration that it will operate as if it were a single entity with the same business rules, shared services, a common industrial language, and unencumbered knowledge transfer across divisions and geographies. Belda has committed to spending $800 million over the next five years, all on Oracle. He’s taking the whole suite of manufacturing applications—order management, supply chain, human resources, financials, and manufacturing. At the same time, he’s set a target of taking $1.75 billion of annual cost out of the company and is expecting information technology (IT) spending to fall to 40 percent of its level in 1998.7

The meeting with Belda is low key but verging on the mutually congratulatory. Ellison describes what Alcoa is attempting as “daunting” but promises that if Oracle’s own experiences are anything to go by, the benefits will be “remarkable.” It seems that Alcoa is doing everything the recommended Oracle way. Belda says that for sixty days the majority of his time was spent with Oracle, working out how key processes should be reengineered. “I’m basically betting the whole of my business on you guys,” he says. What convinced him to go with Oracle was the promised speed at which the integrated suite could be deployed. There was a big internal debate, he says, between Oracle and SAP, “but it was kinda rigged.” KPMG’s (the consultants hired by Alcoa) idea of a fast SAP rollout was to do one location a month. “At that rate,” Belda says, “I would have been retired before they were through.”

Belda suggests that Ellison should concentrate his speech on the lessons learned from Oracle’s e-business transformation and what he has seen at other companies going through the same upheaval. Belda says that the biggest challenge he faces is with people—“half want to change, the other half don’t”—and he’s already noticed that he is encountering more resistance in the United States to the idea of mapping processes to the software rather than doing it the other way round. It’s just like with GE, says Ellison. If they got the processes right in Hungary, their Houston plant shouldn’t need any modifications. “But that doesn’t take into account the human factor,” he says, “People are willing to automate their current processes but not change them. They think they’re already doing it the right way. Big companies have to standardize their processes across all their different locations if they want to automate efficiently. That requires a lot of change, and a lot of resistance to that change is inevitable.”

Now the speech has a higher purpose. It doesn’t have to be a sales pitch. Instead it has to get the four hundred Alcoa managers, on whom the success of Oracle’s software ultimately depends, to become true believers. It’s an opportunity for Ellison to do what he does best—inspire, flatter, amuse, and, finally, steamroller skepticism with his own massive certainty.

It’s the end of my first week on the road with Ellison. When you are around him, you cannot escape being evangelized. He can’t help it. The ideas come bubbling out, and he’s so excited about them that he has to share them. I have begun to think that selling software is a secondary objective for Ellison; what’s far more important to him is to recruit believers.



1. LE writes: Actually, I didn’t invent the idea for a $20,000 version of the E-Business Suite on the fly during my meetings in China. The idea originated some time before, when a team of Derek Williams’s engineers started a project to preconfigure the E-Business Suite for smaller Asian customers. This special edition of our business software is now in the market and sells for less than $20,000, including installation.

2. LE writes: When we implemented our E-Business Suite at JDS Uniphase, it was up and running globally in less than a year. We put the system in for a guaranteed fixed price. JDS’s IT budget is now 50 percent lower than what it was before.

3. LE writes: The $20,000 special edition of the E-Business Suite came to the China market in 2002.

4. LE writes: It has been my experience that people reflexively resist change. Change requires people to rethink the way they work and the way they are organized. When people write down their current processes and the reasons why those processes cannot be simplified, it forces them to carefully and methodically rethink their business. This usually results in business processes being changed, as opposed to our software. Simplified, modernized business processes are at least as important as good business software in delivering efficiencies to the enterprise. When we do turn up a serious shortcoming in our software, we add the required feature in a future version of the product at no charge.

5. LE writes: Oracle’s e-business application software helped BellSouth become number one nationally in high-speed ADSL networking. Unfortunately, our software was heavily modified and extended to meet BellSouth’s requirements. Making major changes to our standard e-business software—or anyone else’s for that matter—is an expensive and time-consuming process.

6. LE writes: One of the oldest and worst habits of the Oracle sales organization was the use of aggressive discounting to get existing customers to buy software before they actually needed it. A customer might be planning a $2 million software purchase in 2004, but the sales force would offer the same software for $1 million if the customer bought in May 2003—the last month of our fourth quarter. Customers quickly figured out that the best time to negotiate for discounts was the last day of our quarters. It has taken years and a lot of management changes before we were able to break this habit.

7. LE writes: The largest component of that $800 million was internal Alcoa labor cost. Oracle consulting and software were less than 10 percent of the cost of the project.
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THE WAR ON COMPLEXITY

Larry Ellison says he’s happy only when everyone else thinks he’s wrong, when he’s “walking way out to the end of the limb and then jumping up and down.” I don’t think that’s bravado. The core of his business philosophy is that you can’t get rich by doing the same thing as everyone else. “In 1977, everyone said I was nuts when I said we were going to build the first commercial relational database. In 1995, everybody said I was nuts when I said that the PC was a ridiculous device—continuously increasing in complexity when it needs to become easier to use and less expensive. By then it was clear to me that PC-centric client/server computing was a mistake, a misguided model that just distributed complexity. And now they say I’m nuts because I said we could build a complete and integrated suite of application software. I always feel good when everyone says I’m nuts because it’s a sign that we’re trying to do something innovative—something truly new and different.”

Ellison pauses and emits his strange, wheezy, high-pitched sigh of a giggle. “On the other hand, when people say you’re nuts, you just might be nuts. You’ve got to constantly guard against that possibility. You don’t want people saying you’re nuts too often—once every three or four years is good. Any more than that, and you should be worried, because no one’s smart enough to have a good idea more than once every three or four years.”

The E-Business Suite was released at the beginning of June 2000. The suite was controversial right from the outset, and Ellison wouldn’t have been true to himself if he hadn’t gone out of his way to make it even more so by using it to challenge most of the belief system that the software business was founded on. In fact, the E-Business Suite was intended as an assault on the entire ecosystem of enterprise computing. It was an attack on every rival application company because of Ellison’s claim that it was so complete customers could get everything they needed from one vendor; it was an attack on the huge and powerful systems integration industry because Ellison was arguing that gluing together programs from different software firms was an expensive waste of time; it was also an attack on the analysts in the consulting firms whose raison d’être was to identify the “best-of-breed” supplier in each category of application.

Ellison’s advocacy of the E-Business Suite was not based on the belief that it had more features than rival products—in fact, he was ready to admit that in a straight features contest between Oracle’s suite and most best-of-breed assemblies, the E-Business Suite would come off second best. He said, “It may not have one hundred percent of what you want, but it has a hundred percent of what you need. The advantages of out-of-the-box integration more than make up for a few missing nice but not necessary to have features.”

What did he mean? The overwhelming reason, Ellison believed, for the failure of information technology to deliver on its overblown promises was the fragmentation of information that resulted from the computing industry’s addiction to complexity. Expensively assembled best-of-breed enterprise computing systems, in which the cost of implementation might be ten times as much as the original software licenses, were Ellison’s latest target but the origins of his “war on complexity” went back more than a decade.

Ellison started his career as a contract mainframe programmer, and although Oracle had been happy to join the stampede to client/server in the late 1980s, Ellison quickly became disillusioned with it. He says, “We installed lots of client/server systems. But it was a very ugly model. Our applications were installed on thousands of PCs, so if you needed to fix a bug you’d have to change the software on all those thousands of PCs. It was an incredibly labor-intensive, expensive, error-prone nightmare of a process. Worse yet, client/server worked fine on high-speed Ethernet LANs [local-area networks], but it performed terribly on [slower] wide-area networks [like the Internet]. We’d taken a huge step backwards because of this wide-area network problem. Mainframe systems had dumb terminals with a dumb user interface, but dumb terminals worked beautifully on wide-area networks, so you could build an airline reservation system on a single computer with a single database that could be accessed by terminals all over the world. But client/server systems didn’t work on wide-area networks, so you had to use a separate local-area network in every location you did business. Attached to those local-area networks were database and file servers—lots of little servers everywhere, lots of little databases everywhere. Your information got hopelessly fragmented in the process.”

Ellison isn’t short of stories that exemplify the “insanity” of client/server: “I’ll never forget when this reporter from The Wall Street Journal phones me to get my comments on a story he was writing on Grand Met’s [the international hotels and catering group] information strategy a few years ago. They decided that they were going to put a ‘low-cost’ database server computer into every Burger King. ‘What do you think of that, Larry?’ I was stunned. All I could say was ‘They’re putting databases in hamburger stores? What? Are they crazy? They shouldn’t put a database in every store.’ But they were kind of stuck. The only way for them to deal with client/servers’ dependence on fast networks was to put a server computer into every location where they did business, that is, in every location where they had client PCs. And if you think it’s hard to manage lots of desktop PCs, just wait until you try to manage a database server in every location where you do business. Good luck. It’s nearly impossible to manage all that distributed complexity; plus, you so fragment your data you can’t keep track of what’s going on in your business. But all these client/server problems weren’t obvious until you got to the point of trying to run a large network of lots of little database servers in different locations. In contrast, the advantages offered by PC client/server computing were immediately obvious to everyone and quite seductive: better user interfaces; cheaper hardware; easier programming—all that made client/server seem irresistible. But the inherent problems of the client/server model were enormous. It was a ticking time bomb.”

In fact, the bomb was ticking inside Ellison himself. The day it exploded was September 4, 1995, at the annual conference in Paris called the European Information Technology Forum. It was exactly eleven days since the launch of Windows 95 accompanied by the biggest marketing blitz in history. Bill Gates’s face was everywhere. He was feted not only for being the inspiration behind the most exciting company in the world but for the powerful vision of the near future that he had articulated (with the help of Microsoft’s chief seer, Nathan Mhyrvold) in The Road Ahead—a book all about the coming information superhighway that somehow managed to avoid almost any mention of the Internet. Gates was to be the keynote speaker at the conference, with Ellison scheduled to be the warm-up. Ellison’s speeches are rarely scripted, predictable affairs. On this occasion the slide projector didn’t work, so he just started talking. Did he know what he was going to say beforehand? “Sort of, but not exactly,” he says.

What he thought was important to talk about that day was the “paradigm shift” to the Internet that was coming—similar to the shift from mainframes to client/server—and to express some dissent about the apotheosis of the Microsoft Windows PC, which had clearly taken its toll on Ellison. He says now, “It was really getting on my nerves. It was just such a surreal experience. There was peace in the Middle East and war in Bosnia the same week that Windows 95 was announced, and all the major networks seemed to cover was people in parking lots waiting up all night to get their first copy of Windows 95. It was very strange. Everyone was saying that Microsoft’s PC-centric client/server computing would take over the world and then go on forever. Everything else would disappear. UNIX was going away. Mainframes were going away. There’d be little Windows computers everywhere; little database servers everywhere. Well, we were in the middle of installing all these client/server systems and trying to make them work. And they didn’t work very well. Your information was chopped into tiny pieces, stored in lots of tiny databases, running on lots of tiny PC server computers. This data fragmentation was accompanied by distributed complexity. The PC was already a ridiculously complex device. And Microsoft had plans to make it still more complex. They were developing a new, more powerful operating system designed to run all the increasingly complex applications that were destined for your desktop PC. It was madness. You can’t keep putting applications on the desktop PCs. You have to get as many applications off the desktop and onto servers as possible. And while you’re at it, most data should be moved off PCs and onto servers as well. The PC needs to be much simpler and more appliance-like.”

The big idea in the Paris speech was that even at the moment that the PC’s dominance seemed beyond question, the rise of the Internet was already demonstrating a superior model of computing. Ellison had said, “When you have a networkcentric computing model, you don’t need a device anywhere near as complicated as a personal computer. You can build a multimedia Internet terminal for $400 or $500 [compared to the $2,500 you needed to spend at the time to get a capable PC]. You just plug it into the wall to get power—electrons—and into the network to get to applications and information—bits. And you’re done.” The one mistake that Ellison made was in calling the new “thin” client (as opposed to the “fat” PC client) he had dreamed up a “network computer.” Looking back, he says, “If I’d been really smart I’d have called it an Internet computer. I called it a network computer partly because I liked Sun’s slogan—‘The network is the computer’—and partly because the word ‘Internet’ was not all that well known in 1995.”

More than two and a half years later, when Oracle shipped an Internet version of its previously client/server-based Release 10.7 applications suite, Ellison still hadn’t learned that particular lesson. The reengineered software was christened 10.7 NCA, the initials standing for network computing architecture, and no one was listening. Ellison recalls, “We had to change the name. Network computing architecture got absolutely no traction in the marketplace. So we announced a successor called Internet computing architecture, and sales took off. The big difference between the two? The name.”1

The consequences of the Paris speech were profound. Although Gates, who had followed Ellison onstage, didn’t stoop to reply to the attack on his beloved PC, the media had the bit between their teeth. Ellison was suddenly front-page news. He was actually not predicting the death of the PC (the PC, like the mainframe, wouldn’t disappear, but it would no longer be at the heart of the computing universe); however, that was how it looked as the story gathered momentum. In an interview after the speech, Ellison, enjoying the attention, characteristically added a little fuel to the flames, boldly forecasting that within ten years, network computers would have overtaken PCs in sales. The ensuing publicity for Oracle and Ellison was beyond anything he had dared hope for. Suddenly he was much more famous than he would ever have been as the boss of a company that sold arcane technology to businesses. Now he was locked in a theological struggle for the future of computing with one of the richest and most recognizable people in the world. Oracle, instead of being bracketed with other database firms, such as Informix and Sybase, was suddenly being talked about in the same breath as mighty Microsoft.

It quickly became apparent that the world wanted to know what the newfangled network computer would look like and that Oracle, a software rather than a hardware company, would have to find a way of building one. Mark Jarvis, who now runs marketing at Oracle, recalls, “Microsoft was saying no, this will never happen, it’s a stupid idea, so we were actually confronted with this problem of having something to show people. Larry was a bit responsible for this, everyone thinking of the network computer as a physical device. Later on, as history now shows, the PC sort of became a network computer and so did the cell phone. But back then we had to make something that people could look at.”

The official unveiling of the network computer was at Oracle Open World in Japan, one of the biggest computer shows in the world. Jarvis says, “We had them under cloth at OpenWorld. Larry unveiled them in front of all these people and they looked great, flash, flash, flash, there was a media frenzy. But you know what, they were made out of wood. I remember they cost a shitload to design—hundreds of thousands of dollars just for a piece of wood. But everyone thought they were real.” In time, a specially set up subsidiary of Oracle called NCI (Network Computer, Inc.) managed to build about thirty thousand of the devices with the help of some hardware partners. One version, now called the NIC (New Internet Computer) struggles on today, mainly as a machine that Oracle donates to schools.2

Having gone so extremely public with his revolt from the whole client/server model, Ellison could hardly allow his engineers just to go on developing software as if nothing had happened. Ellison had spelled out his view that client/server was an evolutionary dead end and that a form of servercentric computing based on the open standards and protocols of the Internet was the future for Oracle. However, getting Oracle to change direction was not just a question of articulating a new strategy and expecting people to get on with it. The efforts of the entire company, from the developers building the applications to the sales and consulting teams who were selling and installing the software, were dedicated to making client/server a success. It was what customers expected and demanded. Whatever Ellison might be saying about the network computer and a new form of computing based on the Internet, client/server was, quite simply, the environment.

As for Ellison, it was as if he had needed the speech and the reaction to it to create a new set of circumstances, a new reality that would force him to lead the charge toward Internet computing, whatever that would turn out to be, despite the skepticism of many of his followers. Much later he said to me, “Once I’m finally certain of the right direction, I pick a fight, as I did with Gates. It helps me make my point, and it makes it impossible to do an about-face and go back. Once a course has been plotted, I sail a long way off and burn my boats. It’s win or die.”

How quick was Ellison to understand the significance of the Internet compared with others in the computing industry? There were undoubtedly others who saw the light even earlier, but he got there pretty fast. Farzad “Zod” Nazem, who worked at Oracle for ten years before leaving in early 1996 to become Yahoo!’s chief technology officer, remembers going out for meals with Ellison and “giving him kind of free tutorials on what you could do with this stuff.” Mark Jarvis recalls a meeting at Oracle in February 1995 to tell Ellison about some software that a development team had come up with to allow access to the database through a Web browser that had been christened the World Wide Web Interface Kit. “My first slide was ‘Here is the Internet, Larry.’ Larry was, like, ‘Next slide.’ Next thing, I pulled up the World Wide Web and Larry was, like, ‘Next slide.’ So Larry was already into this. He knew it all. I thought I was educating him, but . . . Larry is always three months ahead of everyone.”

What distinguished Ellison’s take on the Internet from that of many other enthusiasts was that he saw it not just as a great new way to get information and go shopping—lots of people quickly understood that once they saw the first Mosaic Web browser—but as a platform for a completely different and infinitely superior kind of computing. Right from the outset, he believed that the Internet really did change everything. Six years later he says, “Internet computing is the last architecture. There will be no new architecture for computing—not in a thousand years—not ever. I know it sounds a bit crazy. But with the Internet, computing has adopted the same architecture as all the other major networks—the hundred-year-old telephone and electric power networks and the two-thousand-year-old aqueduct network. Internet computing centralizes data storage in huge databases and processing on large servers, while distributing information on demand across a global network. Internet computing hides complexity, provides economies of scale, and delivers information faster.”

Ellison argues that while Internet computing architecture will not change, its technology components will continuously get better and better. Networks will get faster, high-speed wireless networks will be ubiquitous, processing power will multiply according to Moore’s Law for years to come, displays will become more beautiful and user interfaces more intuitive. But the way the pieces are assembled architecturally, the fundamental structure of the Internet model—massive global databases, applications running on megaservers, applications and information accessed through a simple browser—that model won’t ever change. He says, “The old PC-centric client/server architecture was the equivalent of everyone having their own well for water, Honda generator for electric power, and VHF two-way radio for communication. The client/server model distributed complexity, required huge amounts of labor, and precluded economies of scale. For these reasons, PC-centric client/server computing became an evolutionary dead end.”

In this vision, the PC becomes just one of any number of network access devices—an appliance that connects to the Internet just as a television connects to broadcast signals, a telephone to the telephone network, or a light to the electricity grid. As with those networks, the user does not have to know anything about what it takes to get a television program, a phone call, or a sophisticated financial application to him. As with those networks, the technological complexity is hidden from view and managed by professionals. Nobody who points a mouse at a hypertext link has to know anything about the incredibly sophisticated computing and communications technologies—the programming languages, the transport protocols, the power routers, the massive servers and almost infinitely scalable databases—that have come together to deliver the application that’s just been chosen.

The story of Ellison’s struggle to make Oracle the first big software company to get to the Internet is for another chapter. But the philosophy of computing that triggered Ellison’s outburst against the PC and the subsequent long and, at times, bloody campaign to end the dominion of client/server is precisely the same as the one that has led him to his current battles with best-of-breed software vendors and powerful system integrators—namely, that the cardinal sin of the computing industry is the creation of complexity: a complexity that invariably results in information systems that don’t deliver timely and useful information because they use software architectures that result in chronic fragmentation of data.

Although Oracle first became active in the business applications market in the late 1980s, Ellison’s own involvement in their development was, at best, sporadic until well after his Internet epiphany. But when, in early 1998, he was pushed into taking a more active role, a number of things soon struck him as odd. The first was that there was no consistent view of Oracle’s applications among its customers. Whereas by this time just about all Oracle’s database customers were getting a product that either met or exceeded their expectations, the same was not true of the people who were buying its applications.

Ellison says, “Some customers loved our applications, some didn’t. That seemed very odd to me. How could customers react so differently to the ‘same’ product? My question revealed my fundamental misunderstanding of our applications business. Every applications customer didn’t use the ‘same’ product. The applications business was not like our database business. We finish our database software, and then you use it. But with our applications software, the customer, usually assisted by a team of consultants, makes major changes to our software before it’s used. Sometimes the changes work, sometimes not. No wonder customer satisfaction varied so widely. The business model of the customer ‘finishing’ our software for us seemed flawed to me. But that’s the way Oracle’s applications business worked, that’s the way SAP’s applications business worked, in fact, that’s how the entire enterprise applications software industry worked.”

What Ellison meant by the software not being finished was Oracle did not sell a complete range of applications. The chances were that anyone buying, say, Oracle’s financial and manufacturing software would need to add the products of perhaps three or four other companies to get the computer system they needed, and the job of knitting these different programs together that had never been designed to work with each other was the job of either their own IT people or highly paid consultants. Ellison says, “The applications software industry sold components, not complete business systems. The customer bought the components and assembled them into systems as best they could—no instructions included. No other technology industry in the world works this way. I mean, every Boeing 747 has the same basic components: fuselage, wings, and tail. You don’t buy a 747 and decide to speed it up by sweeping the wings back a little more. That would be expensive and dangerous. Who in their right mind travels in a heavily customized, one-of-a-kind 747? Why do people use heavily customized, one-of-a-kind business systems? Because they had no other choice. We wanted to give customers a choice of a complete and integrated suite of business applications.”

If the lack of completeness was one reason why customers modified application software from Oracle and other application vendors, another was that it had become traditional to do so. As Mark Barrenechea, the Oracle executive responsible for the CRM half of the E-Business Suite, puts it, “When most of us buy a car, we select a standard design and then choose from a standard set of options. Think for a moment about what that has meant for the evolution of the automobile: every brand has been able to incorporate every major advance in design because the factories have not been busy reworking every unit to the customer’s preconceptions about how, say, the transmission should work. But the convention with software has been for companies to buy standard products and then pay somebody to change those products so that they conform to the company’s peculiar business processes. And who is that somebody? Either an employee, who’s probably familiar with those processes but not with the software, or a consultant, who’s probably familiar with the software product but not with the company’s business processes.”

It was the usual problem with the computer business: a deeply ingrained preference for creating the maximum complexity for customers whenever possible and customers who were often their own worst enemies. Ellison became convinced that the peculiar characteristics of the enterprise application industry—the need to glue together a kit of parts purchased from multiple vendors and the urge to customize still further in an effort to make the software fit the way customer companies did business—were responsible not just for the frequently expressed dissatisfaction with Oracle’s own application software but for a general and widespread conviction that long and costly ERP and CRM implementations often failed to deliver the expected return on very large investments.

For Ellison, as always, the most pernicious consequence of unnecessary complexity was the resulting fragmentation of data. In the era of client/server computing, companies with global operations could not escape the problems caused by having to maintain multiple databases. But as Mark Barrenechea points out, it was, at best, a necessary evil: “Multiple databases mean duplication of data, conflicting data, inconsistent data formats, and multiplication of effort whenever data needed updating. Multiple databases also mean multiple data centers and multiple IT staffs.” However, the advent of Internet computing meant, at least in theory, that it was now possible for any company, however big and complicated, to move toward having just one central database with reconciled and integrated business data that could be accessed from anywhere in the world. But that wasn’t happening.

Ellison says, “The World Wide Web is a single unified network—all users who are connected can communicate with each other. We would never connect our users to separate networks that couldn’t communicate with each other. That would be nuts. However, we think nothing of having a marketing system from E.piphany with a separate marketing database, a sales systems from Siebel with a separate sales database, a customer service system from Clarify with a separate customer service database, a Web store from BroadVision with a separate store database, an accounting system from SAP with a separate accounting database, and so on. It’s incredibly difficult and expensive to make these systems communicate at all—and it’s impossible to make them communicate well.”

In Ellison’s mind, this was the inevitable result of buying “best-of-breed” software, or, as he preferred to put it, buying pieces of kit. Even though the Internet was making it possible to consolidate data all in one place, best of breed, in which every application from every vendor ran on its own little database, was conspiring to undermine it. Supposedly there to fix the problem were the systems integrators from the likes of IBM and Accenture, who would write the custom programs that were needed to move, say, customer information from one database to another. Skillful consultants may be able to overcome some of the problems. But there are others that can never be fully resolved. Software from different vendors will have different semantics—even something as simple as defining what a “customer” is may differ—different underlying data schemas, which have to be coordinated but will scarcely ever be fully reconciled, and different user interfaces with conflicting design conventions and display elements. Even if the consultants have a proven integration method to link two pieces of software, APIs (application program interfaces) still have to be specially constructed to pass messages among distinct database schemas, limiting the amount of information that can be extracted as well as duplicating storage requirements.

The Internet should have made it possible for multinational corporations around the globe to exchange large amounts of information quickly and easily, but in practice, because every system was different and each one used multiple databases to store and manage information, that remained impossible. Most multinational companies found themselves with systems that couldn’t talk to one another. The Internet might make access global, but without global systems, that was of limited value.

Making all this complexity even worse was the fact that different and often competing software firms had no interest in coordinating their releases. When one of the software vendors whose products a company was using announced an improved version of the application, putting it in would involve upgrading the entire integration backbone and rewriting all those custom interfaces, not just for one system in one country but for different systems all over the world. The expense and trouble often meant that customers elected to reject new features that could be of real, albeit marginal, benefit to their business. The fact that every computer system was more or less unique meant that it was either frozen in time or required almost constant attention from teams of ever-helpful consultants to keep it up to date. No wonder Ellison described systems integration as “the gift that keeps on giving” or that in May 2000, IBM’s then CEO, Lou Gerstner, was able to boast at analysts’ day that for every dollar spent on software licenses up to seven were spent on services.

Ellison’s analysis was informed by what he’d encountered at Oracle. Although Oracle was using only its own applications, before the advent of the E-Business Suite, they were scarcely more integrated than many best-of-breed systems. Whenever Ellison meets customers, he describes what it was like: “Here I was, running the company that provides most of the world’s information management software, and our internal applications systems couldn’t provide answers to the most basic business questions. Like: How many people work at Oracle today? I didn’t know. Why? Well, the French had their own HR [human resources] system and database, the Germans had their own HR system and database, so did the Japanese and the Americans, and the Canadians, etc. In total, we had seventy separate HR systems. To find out how many people worked at Oracle worldwide, I’d have to inquire into all seventy HR systems. All our business data was fragmented into so many separate databases, it was difficult to get answers to many seemingly simple questions. How much did we sell yesterday? Sorry. Our sales order data was fragmented across a hundred and thirty separate accounting databases—one per country in which we did business. How many new customers did we get last month? Simply impossible to answer. Our customer data was fragmented into four hundred separate customer databases. Worse still, it was just about impossible to combine the customer data into a data warehouse because the customer data was not consistent across all those separate operational databases. For example, the same customer, Michelin, would have one customer ID number in the French database and a different customer ID number in the German database. In the data warehouse one customer, Michelin, thus looked like several separate customers.

“No wonder people have a hard time getting information out of their business systems. The current state of the art is inconsistent information fragmented across lots of little databases. And integrating and maintaining all these separate little systems costs much more than a single unified set of applications running on a single global database. So businesses are paying extra not to be able to get answers to their questions. But it’s worse than that. If your systems can’t easily share information, then the people within your company can’t communicate effectively. If they can’t communicate, they can’t cooperate. This results in a lot of friction between groups. Marketing doesn’t cooperate very well with sales. France doesn’t cooperate very well with Germany. Sound familiar? What was unbelievably frustrating was the fact that we were paying top dollar to maintain this mess—all these separate systems with their fragmented, inconsistent data. We had a huge IT staff running hundreds of loosely connected systems. We wanted one unified system with one global database. With all our information in one place, we could easily access and share information. We’d make better decisions, groups would cooperate, and IT costs would go down. All that would happen, but first we’d have to build a global applications system. That’s why we built the E-Business Suite.”

The high cost of implementing and running these systems, the fragmentation of data that resulted in very little useful information being available in real time—Ellison described them as billion-dollar clerical automation systems—and the near impossibility of being able to take advantage of upgrades gracefully were not the only things that customers were unhappy about. One obvious one was the vendors’ refusal to take responsibility for the failure of their software to deliver once it was integrated with the third-party applications that it had never been designed to work with. Consultants would blame the software firms for bugs in their products, and the software firms would blame the consultants for changing the code of their products to meet the requirements of individual customers. The customer was left standing miserably in the middle, paying huge bills and saddled with “shelfware” that had proved too difficult to install.3

A new and emerging problem was that the “e-business transformation” that the Internet was supposed to have made possible and that all the technology companies were hyping for all they were worth was far more demanding than the ERP era in which automation tended to take place inside a company within tightly defined functional silos. E-business not only demanded extending the enterprise to its business partners and customers, it also required highly choreographed interactions among all parts of the business. A significant point of e-business was to save time and money by exponentially accelerating the velocity of transactions. Ellison believed that best-of-breed software solutions, in which every application had to sit on its own database and information had to be moved laboriously and usually in incomplete form from one database to another through a custom-designed integration layer, would always struggle to achieve the seamlessness and speed implicit in the e-business promise.
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