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For Our Children

Elizabeth, Susanna, and Steven


“How many people have you got on staff now?”

“Over seventy,” I say with pride, even though I realize that each person is another parcel the boat cannot handle.

“What’s your burn rate?”

“All in, a half million a month or so,” I shrug.

“Rest in peace, baby.”



Preface
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While I have spent most of my career as a practicing journalist, I have also dabbled in various entrepreneurial schemes. Through those efforts, I became an early participant in the growth of the Internet industry. This put me near the center of a business that, I believe, will transform the time we live in. In other words, a great story fell into my lap.

The company whose fortunes are here described—first called Michael Wolff & Company, Inc., and then, after a round of investor financing, Wolff New Media LLC—started in 1990 with three employees. Its business was to develop ideas for books, magazines, and television. For several years the company hummed along in a contented and profitable manner. Then, in a two-year period beginning in 1994, when the company extended its activities, as well as its definition of media, to the Internet, both its revenues and personnel expanded almost twentyfold. Its respectable profits turned to dramatic losses, and it attracted the sudden and persistent attention of bankers, venture capitalists, the press, competitors, and potential acquirers.

The Internet, because it is a new industry making itself up as it goes along, is particularly susceptible to the art of the spin. Those of us in the industry want the world to think the best of us. Optimism is our bank account; fantasy is our product; press releases are our good name. My hope now is to write a sort of anti–press release: What the people actually said and thought and accomplished.

Most often in the business world, one is bound by client confidentiality or by nondisclosure agreements or by the desire to stay employed and to do another deal. I am, at this time, bound by none of those things.

While I have (perhaps even convincingly) run a business, raised capital, and sold air with the best of them, I never did break myself of the habits of my writer’s career. And so at conference tables, board meetings, and industry gatherings, while others were scribbling to-do lists on their legal pads, I found myself recording observations and jotting down telltale lines of dialogue on mine.

This story weaves through the growth years of the Internet industry between 1994 and 1997, but it is most specifically about the six-month period in 1996 during which I was shuttling back and forth between the East Coast and the West Coast trying to raise the money and make the deals that I hoped would let my company survive its burn rate—the money a company spends each month exceeding its revenues.

The story is, for the most part, my own. But having started early in the Internet business and grown with the industry, I hope I can offer the reader a coherent picture of how the Internet industry came into being virtually overnight and how it came so quickly to the center stage of American life. Still, as you will see, the view presented here of the Internet business is uniquely my own. I take exclusive responsibility for its errors of omission and commission.

I have stayed as close to the truth as I remember it or have a record of it. Because there were hundreds of meetings that took place in the time frame of this story, I have obviously omitted many and, I am sure, inadvertently condensed some. In general, I have changed the names of neither the individuals nor the businesses that play principal roles in this story or important roles in the industry; I have, however, in some instances changed or omitted the names of individuals who, though they play curious and instructive roles, are not principal players in this tale or in the Internet business.

This is, however, a story. No doubt my memory has at moments exaggerated foibles and sometimes simplified the line between cause and effect. I am confident, however, that my memory has not distorted the truth. In the end, as a businessman, I might have wished that this story had turned out differently; as a writer, I couldn’t ask for anything more. It happened like this.

MICHAEL WOLFF

mwolff@burnrate.com



Chapter One

A Diamond As Big As the Ritz

August 1996
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I am a reluctant participant in a conference of CEOs of information and technology companies being held at the Ritz in Laguna Beach, one of the poshest in the Ritz chain. I’m embarrassed by my hunger for affection and approval, preferably in the form of another round of financing for my company. Powerful forces are represented here—principals of venture capital funds and managers of corporate strategic investment pools; these are ordinary men and women with extraordinary powers, who, if they so desired, could let me sleep through the night.

But who am I to be singled out? Most of my fellow CEOs at the conference are up all night too, disturbed not just by earnings that are down or market issues that need to be addressed but by a countdown, measured in weeks, of how much cash they have left. We are the leaders of an industry without income.

Some of the entrepreneurs here, though in similar extremis, hold themselves with striking poise and equanimity, while others buttonhole the venture capitalists, demanding their attention and delivering, in the verdant Ritz hallways, heated sales pitches. In the end, who will be left standing—the hot and bothered or the cool?

It seems like high school all over again. The VCs are upperclassmen, study hall proctors, varsity athletes. A casual word or familiar gesture from any one of them can confer status, meaning, value. To be ignored is to not exist. The stakes are as high as they were in high school: existence itself.

Attendance at this particular conference has already conferred status. In the technology industry you could (and people do) attend conferences on a weekly basis, but this one has a track record of deals lined up, of good action in the halls, of hot faces in the crowd.

It was not my idea to come to the conference. I would have preferred to stay home, reticently, or modestly, or insecurely, but the lead investor in our company, a young man with large cyber ambitions, thought we both should make an appearance. “This is where we can make something happen,” he theorized. “It’s all in the halls. We’ll just stand in the halls. I’ll introduce you to who I know. You’ll introduce me to who you know. It’ll be very cool. You’ll be great.”

But the day before our departure, he bailed: “We’ll go to the next one together.”

I am grateful to be here on my own.

What fuels the emotions of these conferences, and this industry, is change. What is taken for granted today will be a joke tomorrow. All technology, as they say, is transitional. This rate of turnover, of obsolescence, makes it possible for people with heart and imagination, but without capital or experience, to make themselves into moguls within months instead of over the span of a career. All it takes is “the nod,” the gesture (in the form of a minority investment) that acknowledges the prescience, the genius, or just the cleverness of the new kid on the block.

I am painfully aware that my lovely, wonderful company, which publishes some of the coolest guides to the Net and maintains one of the most lavish sites on the Web and has grown from four to seventy people in little more than two years, has seven weeks before it will crash and burn without new investment. So much depends on my ability to now attract the attention of one of these Big Men On Campus: not only next month’s payroll but growth, expansion, dominance, and my chance to walk away with enough wealth to support generations to come. (This is not a long-term plan, but one meant to be accomplished, ideally, by next year’s meeting at the Ritz.)

The desperation in the air here is perfectly complemented by the thrill of seeing several faces desperate at this time last year (some who a year ago did not have dreams large enough to make them desperate) now elevated, esteemed, and valued.

Tall and handsome, with prep school straight hair, Halsey Minor, the thirty-one-year-old CEO of CNet, a company that produces a cable show and a Web site about computers, takes the podium in the Ritz’s oversized reception room, otherwise used for the cream of Orange County’s weddings and bar mitzvahs. Minor has a net worth, in negotiable securities, of $40 million. In comparison, my own paper worth of $5.4 million seems crabbed and amateurish, especially considering that my credit cards are all maxed out and I’m sucking cash from every ATM in Orange County.

Two years ago Halsey Minor was an executive recruiter. Between making cold calls on behalf of larger corporations to executives at other corporations, he had an idea to create a television show about computers. That idea led directly to another idea: a site on the Internet all about computers. Duh.

What allows Halsey to get rich on the obvious? Capital? Tenacity? Timing? The Halsey Minor performance is stellar and intimidating. He’s the head boy. His confidence and certainty are extreme. Unusual, you might think, because we are part of an industry so young, so unformed, so not real, that we’re not even sure who should pay whom yet. Fact of the matter, there is no real money yet to be paid with. The question is not, How do we sell more of what we have to sell? or How do we reach more people? or How do we produce products more cheaply? but What is the economic basis for existing? Who is buying? Who is selling?

Of course, this is the opportunity, too. Truer moguls, more seasoned entrepreneurs, vaster sums of capital have left the territory wide open to eccentrics and opportunists—and freelance writers like me.

Take a computer, send information through it—hell, send all the information ever recorded through it. And then what? What is your business model? is the salutation in almost all conversations about this newest medium. What is the economic justification for what you do? What is the value proposition? How will you convince people to pay you more than you’re spending? If the universe of information is now free, who will pay for your insights, wit, pith, truth?

When will we invent the game shows, soap operas, variety shows, newscasts, and sitcoms—not to mention the art—of this new medium? Is this like 1947 in the television business (meaning another six years before a mass market emerges)? Or are we in a year like 1953, on the verge of changing the nation? Or is it like 1971 in the cable business or—a horrible thought—1985 in a business known as videotext, a precursor to the digital information business that sucked up hundreds of millions of dollars from a galaxy of major media companies before evaporating.

Halsey Minor, in an open-collared striped shirt, is not anxiety ridden. At the heart of his confidence, of course, is his company’s $200 million market value on $4 million in revenues. His presentation today deals with the conundrum of the CPM, or cost per thousand, model of advertising. If BMW, say, is paying $25 per thousand “impressions” or page views on the Web (an impression is registered when an individual Web viewer clicks to an individual “page” of a Web site)—a rate similar to what BMW would pay for space in a consumer magazine—we (Web site proprietors) are penalized if we only deliver one hundred people. But what if one of those one hundred people will definitely buy a car? The CPM model encourages us to build larger, more costly, less efficient audiences, while digital technology allows us to build an ever more targeted, economical, buyer-positioned audience.

Although the argument that the CPM model has no place in a wired world has some elegance, no one takes it all that seriously. No products have disappeared off America’s supermarket shelves because of the Internet. Few cars have left their showrooms (cars are a commodity that many people believe is especially suitable for Internet sales), no commercial fads have been created, and no buying habits have shifted as a result of the Internet. There is no empirical evidence whatsoever that advertising works (i.e., gets you more and costs you less) on the Internet. But that is not the issue. The point is that if advertising works—a carefully minimized big if—it is likely to work for Halsey Minor and CNet.

“I’ve got thirty-nine million dollars in the bank, and my competitors don’t. I’ve got people coming to me who were previously thinking of going public and are now offering to sell their businesses to me. I always hoped the door would close right after us,” Halsey told Red Herring, a magazine that covers Internet financings.

There is a hierarchy here of companies that have made it out through the public portal with big war chests in the bank, companies that have secured the first round or two of professional financing, and companies that are little more than an idea. It does not matter that not one of these companies—funded or not—is profitable. The hierarchy, the aristocracy, depends on being first.

Land, as in most aristocracies, is the measure. Not trade. Who has the resources to claim the most valuable property—occupy space through the promotion of brands, the building of name recognition, the creation of an identity—is the name of the game. Conquer first, reap later.

The names are already building household recognition: Yahoo! Wired. Netscape.

Names as powerful now as the Dumont Network, a major player in the earliest days of television, and the Kaypro computer, at the top of the PC business in the early 1980s, in their day.

“We may not know all the winners, but we certainly know some of them,” says Halsey Minor with a uniquely satisfied grin. “Questions?”

A tall, crane-like woman unfolds from the audience.

“Oh, Suzanne. Suzanne, be kind,” says the conference moderator, an Internet industry journalist.

The sense that everyone knows everyone here is, for those who feel they know no one, painful. And while I feel that way—unrecognized and unknown—I do know Suzanne. She’s a magazine editor who has recently acquired the digital faith. While sitting with her in the Harvard Club one day in the late 1980s, I told her that personal computers would connect us all and replace media as we know it and that we would all be in the computer business before we turned forty. I was teasing, of course.

“Considering,” Suzanne says to Halsey Minor as she puts on large glasses and looks down at some notes she has scribbled, “that almost every company here is dependent on the capital markets rather than a customer base, and considering that the capital markets have turned cold to new technology companies over the last forty-five days, can you talk a little about the future of this industry?”

“And your point?” Minor gives a short laugh, a snort.

At the long tables with laptop power cords, I am seated next to a dwarf in a wheelchair, a bizarre counterpoint to the disembodied digital future. A reporter for one of the industry trade magazines, he has been offering, sotto voce, a running commentary on the digital aristocracy. At first his whispering seemed unruly and bitter to me, but I am secretly starting to appreciate it. “Where do you think Halsey Minor will be in five years? Is greatness within his grasp? I can’t decide,” he says.

“Couldn’t begin to guess,” I say, hearing and regretting my envy.

“How long do you guys have left?” He asks pointedly, merrily, about my business.

“Well,” I respond cautiously, “we’re not unsatisfied with our model.”

“Come on.”

“Really, we’re in fairly good shape.”

“How many people have you got on staff now?”

“Over seventy,” I say with pride, even though I realize that each person is another parcel the boat cannot handle.

“What’s your burn rate?”

“All in, a half million a month or so,” I shrug.

“Rest in peace, baby.”

“It’s not so bad, honestly.”

He practically hoots at the next presenter. “Do you know this guy? Have you heard about him? Life is so unfair.”

On the podium the stage hands are making a quick adjustment to the presentation laptop while Seth Godin, a thin, sharp-featured, prematurely bald thirty-five-year-old, one of the new impresarios of the industry, chats amiably with Halsey Minor. A year ago, Godin had written me a note about people and business interests we had in common and followed it up with a call and an invitation to lunch. He wanted to know whom I knew, wanted to know what paths I had crossed and with what inspiration I had carved my business out of whole cloth. He would have taken any crumb. I was unforthcoming, however, and uncharitable.

Now, with an idea to create game shows using e-mail over the Internet, he has nailed down $4 million in VC financing and is in a position to play Mark Goodson and Bill Todman, television’s greatest game show impresarios, to Halsey Minor’s William Paley, the founder of CBS.

Godin and I had run into each other earlier in the day. Disturbingly, he told me how many people said we looked alike. What’s worse, he lectured me on money-raising skills, from which I inferred that his venture capital sources, whom I’d met and petitioned at some length, had found me less than inspiring. “You’re so laid back,” he said. “You’re not selling enough. Hey, where’s the passion? That’s what people are ponying up for. Passion. They have to know that you are just so hot for it.”

What today’s presenters have in common is that they are considered “content,” as opposed to technology, people. They represent the ideas and concepts and formats that will draw people to this new medium. They will provide the reason ordinary people, not just “early adopters” or technology professionals, will want to make the Internet part of their lives. They represent a notion, too, that Content is King, possessing value that the medium will keep bidding higher and higher prices for. From content will come the hits, the Lucys, the Star Treks, the Seinfelds, of this new medium.

This view of content, with its royal status, is part of the television bias through which most people understand the Internet; a not dissimilar bias, perhaps, to when movies were thought to be a form of theater, and television a form of radio. It’s what I certainly have believed. The Internet is an expanded, heightened, energized form of media, an incredible new mechanism by which to send a coherent message to the world.

“Do you know how bad these ideas are?” whispers my new friend beside me. “Think about this for a second. Games by e-mail. Pathetic! Delusional!”

Candace Carpenter, now taking the podium and hugging Halsey Minor, is another of the Internet’s first generation of programming whizzes (programming in the television, rather than the software, sense). A former executive at QVC, Time Warner, and ABC, her company, iVillage, is one of the best-funded content companies in the Internet business. She has been heralded as the first example of a seasoned media executive crossing over into the Internet space, and iVillage has in fact structured itself as an independent production company, creating shows for network broadcast. Its network is America Online (AOL), which, along with the Silicon Valley venture group Kleiner Perkins Caufield & Byers, has invested more than $12 million in the company. The first “show” produced by iVillage is called Parent Soup—a place, an environment, a channel, for parents on the Internet.

Carpenter, a stylish, blond fifty-something living with her daughter in Manhattan on Park Avenue, is far from the computer company start-up type. She’s very New York, the Californians say. She professes little interest in technology but possesses, as anyone can see, remarkable sales talents and tenacity. She understood that if you wanted to talk to AOL, you had to go to Vienna, Virginia. You had to show up, present yourself, hang around, get people familiar with your face, then wander the halls. It was America’s greatest dysfunctional company, after all. So you had to intervene, confront it.

There’s something appealing, scattered, Annie Hall–like about Carpenter. She plays with her hair and speaks in a tumble of enthusiasms, of contrary impulses, all of them passionate. What the Internet is to her—“This thing, this incredible thing, totally beyond comprehension, totally beyond what anyone would have dreamed up if someone was dreaming of this”—is, well, she can only really relate it to her experience as a recovering alcoholic in AA, to how the whole 12-step dynamic works.

In fact, although iVillage had invested heavily in the creation of traditional magazine and television-like content for Parent Soup, envisioning the product as a cross between a special interest magazine and a targeted cable channel, that approach has now been abandoned. Creating original and traditional content was expensive, and it isn’t what users want, anyway. Users are happier creating their own content. They don’t want to hear the experts, they want to hear themselves. It is just this incredible cacophony of voices, of user-created content, Carpenter says breathlessly. What’s more, the users will do all the work—for free! This, she says, is a viable business model.

It pains me. I am motivated by the opposite impulse—away from the cacophony, looking for the symphony. While I obviously have no quarrel with people getting together to chew the fat in chat rooms across the Internet, it is not a process that I necessarily bring value to.

I am looking forward to Time, Inc., editor in chief Norm Pearlstine’s remarks, because he is likely to represent a voice for journalism—sentences, paragraphs, order, punctuation, point of view—in this new medium.

“You should get Time to buy you,” offers my new friend, as Pearlstine shakes hands with his new media counterparts. “They might as well. They’re going to buy something. They obviously don’t know how to do it themselves.”

“Not impossible, I suppose. We know the people at Time Warner, of course. We were the original consultants on Pathfinder.” (Pathfinder is the multi-million dollar Time Warner Internet site.)

“Something to be proud of,” he laughs.

Pearlstine’s manner at the podium, along with his dark suit and pallid complexion, suggests a higher level of mission and seriousness than that of the other presenters. He seems purposely to eschew the relaxed, casual dress and the bonhomie of the cyber world.

But instead of endorsing the principles of journalistic objectivity and smart analysis and emphasizing the importance of good writing, Pearlstine gives a speech that seems to be about defending and protecting Time. With its bureaus around the world and its journalistic standards, Time stands over here and the riffraff and anarchy of the Internet stands over there. In the end, what will people pay for? What do people always pay for? Consistency, quality, reliability. Sure it’s nice to go to someone’s house for dinner, but you wouldn’t pay for it; it isn’t Le Cirque.

“An industry of metaphors,” interjects my companion.

The real conflict, however, Pearlstine continues, is not between Time and the do-it-yourselfers of the Internet but between Time Warner and Microsoft.

“The truth can now be told,” says my friend.

Microsoft clearly has the capital to compete as a media organization, but does it have the credibility, the integrity, the temperament to function at the forefront of today’s events and popular culture? Pearlstine wants to know.

I am worried about this myself. Anybody who has ever visited the “campus” in Redmond ought to be worried, I am thinking.

On the other hand, a kind of counterintuitive logic says that Time Warner will not be trounced by Microsoft but that both Time Warner and Microsoft will be trounced by some as-yet-unidentified new force. The thinking is that the old, because it is already committed to a direction and a bias and an infrastructure and a set of tools, can never produce the new and that the new will invariably lay waste to the old.

One of the hottest new companies at the conference is Boston-based Firefly. Now its two twenty-something founders follow Pearlstine to the podium. Firefly has been applying various data-matching technologies to musical tastes. For example, a person, X, represented by a digital marker, might indicate an interest in the rock group Jane’s Addiction and theoretical physics and could therefore be matched with Y, a person whose digital marker indicates similar preferences. The goal is to establish enough markers that the system can inform you that you, although you might not know it, are an inevitable Jane’s Addiction fan. Firefly, on the basis of this technology, has succeeded, in its last round of financing, in raising its value to something like $200 million—without yet having recorded any revenues.

While virtually everyone at the conference is devising some strategy to include personalization in what they are doing, I am staying a skeptic.

I believe we are approaching our job in a more personalized way. We have writers and editors performing the old-fashioned task of describing what might be interesting to a reader. I believe the connections between people and their interests are going to have to be made the traditional way—by reviewers, critics, commentators. Software will not be able to tell me if I will like a movie or a rock group or the person who liked the movie or the rock group that I liked.

On the other hand, I feel ill-tempered, crabbed, old. Am I putting an undue emphasis on words and literacy?

I go looking for Norm Pearlstine (in his fifties, he is about the oldest person in the crowd) after the Firefly presentation and catch him during the midafternoon break. I circle first, then double back, observing, moving onto the fringe of his conversation. Pouncing.

Pearlstine looks at me as I would look at a petitioner. Distractedly. Eyes roving. Moving further away from the vortex of my enthusiasm. It is incumbent on me to suck him in. Hold him. Make the connection. But this is hard to do. He seems glum, distracted, even depressed.

Pearlstine had left the editor’s job at the Wall Street Journal with the notion of building a group of information age media companies based on technology. With investors at the ready, he set out in early 1994 to read business plans and interview technology’s next wave of entrepreneurs. What he had in mind were large databases, corporate systems, business-to-business information models. But he kept getting business plans about the Internet; they surrounded him like flies. It was annoying. For one thing, Pearlstine had never been on the Internet. Nor had anyone he knew been on the Internet. For another, the way the Internet was being described—a free system available to everybody—didn’t make any sense, certainly not to someone who was trying to sell information. It was a relief for Pearlstine when he went to Time Warner, back to real media.

Now, as much as he tried to minimize Time Warner’s new media problem—it wasn’t even a rounding error on their balance sheet, but it was a public relations headache—it kept returning, kept growing. It was Pearlstine’s problem again.

Was it possible that the Internet, an information distribution system maybe as revolutionary as the printing press, could threaten Time’s basic business (remember the way television leveled Life)? Conversely, was it possible that the Internet posed an opportunity that the world’s largest media company, with the best-known information brand names, was ideally positioned to take advantage of? Was it possible that Norm Pearlstine was the man best positioned to lead the information revolution? Or was it likely that Time Warner’s continual losses on its Internet activities would give Pearlstine a big black eye?

“Have the technologists ever run the medium?” I prompt Pearlstine. “If so, not for very long, right? The movie business. What did those guys know about literally making movies? Radio. Television. I don’t see Microsoft really going the distance here.”

“No?”

“Seriously,” I press, “do you think Microsoft is really interested in speaking to America? I mean, who is the messenger here? We’re the messengers. Not those guys, hey?”

“They’re very bright people in Redmond.”

“Oh, I don’t know. Do you really think so?” I scoff. “They’re engineers, marketing people. They’re all from the middle of the country somewhere. They’re not from the East Coast. That doesn’t mean they’re not bright, of course, but it probably means that they’re not, well, media savvy.”

Straining, I lose him. Pearlstine excuses himself with a minimum of politeness, backing away from me and the other entrepreneurs who want Time Warner’s ear.

“I’ve been working the room for you,” says my friend, sliding up beside me in his wheelchair.

“I hope you’re doing better than I’m doing.”

“Buck up. Have you spoken to any of the search engine people?”

Search engines—Yahoo, Infoseek, Alta Vista, and Excite among them—are the software designed to index and catalogue the hundreds of millions of pages of digital information now accessible with a personal computer and a modem (soon enough, it appears, the entirety of man’s recorded knowledge will be reachable with a PC and a modem).

“Infoseek is looking for content.”

“They want it for cheap,” I say bitterly.

“But they want it.”

In the Internet bull market, Infoseek had banked more than $40 million dollars from the unsuspecting public.

Six months before the conference at the Ritz, Robin Johnson, Infoseek’s CEO, and I had sparred over the future of the industry. I argued that given the Internet’s growth—100 new pages of information generated every fifth of a second—and the increasing sophistication of his product’s ability to search out this information, the consumer with an idle query would be dead by surfeit. Enter the word Paris; get back six hundred thousand matches.

What was needed, I said, was discrimination, discernment, point of view, taste.

“Content,” said Johnson.

He argued that content was like oxygen—necessary but plentiful and free. There was a glut, he said. In his analysis of content’s value, it would receive a few modest cents on every dollar received.

Now, those cents sound pretty good to me.

I quicken my pace through the function rooms and halls at the Ritz. I don’t want to lose the opportunity to casually run into Johnson. I move through the lounge looking in back-to-back stuffed chairs, then through the cappuccino bar, and around the palm trees by the pool. Finally, on the cocktail verandah on a precipice overlooking the Pacific I find him huddled with an America Online executive.

If AOL and Microsoft are the superpowers of this industry, then a company like Infoseek is France. A company like mine is an ethnic minority in the Sudan. This is a good way to look at the field of play—alliances, spheres of influence, trading relationships, ideological partners, geopolitical partners (New York versus the Silicon Valley peninsula).

“Robin!” I exclaim with warmth and surprise.

Now I can move in. I can ask to join, presume to join. They will not say go away. They will accept me—dislike me, perhaps, but . . .

“Please. Don’t let me interrupt,” I hear myself say. “I’ll be around. I’m on the red-eye.”

“Okay.” Wan smile from Robin.

I continue on, walking suavely, slowly, gracefully, moving in a physically dignified manner around the cocktail tables on the verandah overlooking the Pacific. I believe for a few seconds that I have accomplished something, that the stars have aligned nicely. This turns quickly into a tumult of regret and indecision. So close, but now what? My main impulse had been to get away and not, as a good salesman would have done, to stay, to press, to insinuate, to worm, to do the unsubtle, the heavy-handed, the uncouth.

“Did you find him? Why are you back so soon? Go back,” orders my friend, doing a wheelie and looking up at me from his chair.

“We’re going to try to meet later.”

“Yeah, sure.”

I shrug.

“Hey, you can do this, you know. You’re nearly a name. The Wall Street Journal writes about you.”

“Twice.”

“Well, you’re my hero.”

“I really hate this part, looking for money.”

“No one has ever gotten rich without begging.”

“I thought that was ‘no one has ever gotten rich without stealing.’ ”

“No. Sucking. No one has ever gotten rich without sucking. This is Silicon Valley. That great sucking sound you hear is the sound of . . .”

The patio, with its several bars and their rows and rows of Perrier and earnest groups of cyber politicians debating the next big thing, was now being transformed around us by the falling light, the musicians tuning their instruments, and the sudden flutter of table cloths. The wardrobe change to light jackets and little black dresses completed the transformation to a swanky soirée.

What was I doing here?

For entrepreneurs (or unemployables) the Internet offered one of the most startling opportunities since—actually, has there been anything to match it? The cost of entry was minimal, the required knowledge base was so idiosyncratic that few could claim a meaningful head start, and there was little or no competition, regulation, or conventional wisdom. It was ground zero: no rules, no religion, no canon, no bullshit. It was start-up time. If all else failed, you could still have the satisfaction of having been there; it was like Hollywood in the teens or Detroit in the twenties. A new American industry was being born.

If you were in the media business—the book business, the magazine business, the television industry, the movies, advertising, newspapers, radio—the Internet offered every opportunity to do it yourself and do it right. You could defy the pace, the shibboleths, the dead wood, and the underlying economic models of those businesses and produce and distribute content on some altogether new basis.

The Internet was going to be an incredibly sweet revenge.

Because nobody who had a real job got it.

Get in on the ground floor. I could hear the admonition of my immigrant forebears: “You’ve got to get in on the ground floor.”

Cell phones are used at cocktail parties on the West Coast like cigarettes were once used—as a social prop, an excuse to step back for a moment, an opportunity to regroup in a crowd. I use mine to call my wife, who is also my lawyer and my on-again, off-again CFO. She is eager for results.

“Yes, I’ve made some valuable connections, I suppose.”

“Well, anything likely?”

“You have to develop relationships.”

“We don’t have time to develop relationships. We have seven weeks, then we can’t make payroll.”

The tension between us hangs on that date. It was a big surprise for her, I think, to discover that she had married an entrepreneur. Entrepreneurial uncertainties combined with lawyerly precision against the backdrop of already ridiculously pressured lives (and three children) opened up whole new areas of marital sensitivity.

“Yes, I know. It isn’t something that you have to keep telling me.”

“I’m not sure about that. I’m not exactly sure you get it.”

“I get it. What do you think?”

“Sometimes I wonder.”

“I can’t really talk about this now.”

“You can never talk about it.”

“Listen, I’ll see you in the morning.”

I go looking for my friend and wheel him into the banquet hall.

Barry Diller, the former head of Paramount, Fox, and QVC, is due to give the after dinner speech. Diller is a big draw for this crowd. Not only did his “fuck you, I do it my way” countenance make him a kind of patron saint of entrepreneurs, but in many ways the new interpretation of what qualifies as media began with Diller’s acquisition of QVC. QVC provided a model—the transaction model—for the kind of programming that might be effective through computer networks. I once interviewed Diller for the New York Times Magazine, and he threatened me with professional and bodily harm (“I don’t think you understand I would kill you,” he grinned) if I revealed anything about his personal life. But I assumed he had mellowed.

“I know Barry,” I say to my friend as we go to our table.

“Shit. You should say hi to him.”

“Oh no.”

“You should. I mean this is a man who knows about this shit. Fuck, he invented the Simpsons and the movie of the week. The man knows a thing or two about inventing media.” My friend wheels back from the table and casts his stunted arm over the banquet guests. “Look at them eat, all the honchos of this industry. Hardly a one has ever run a business. Months ago everyone here was either on an entirely different career track or was a failure at their chosen profession. What do you think the average age of the average cyber CEO is? Twenty-seven? You don’t think that this isn’t a little worrisome? You don’t think that Barry isn’t saying, ‘What the fuck?’ ”

I look at Diller, one of the most successful media executives of our time, sitting in the midst of two hundred executives who have given themselves a mandate to create an altogether new advertising, programming, and communications medium with which to usher in the new millennium.

“I’ll do it,” I nod. “I’m going to speak to him.”

“You want the chair?” my friend offers. “Sometimes it helps.”

Fifteen years before, I had fearfully sat with Diller beside his pool in Coldwater Canyon in Beverly Hills while he spun out a sinisterly brilliant, graphic, and brutal analysis of the entertainment business. He swore me to secrecy then and I cannot remember the details now but I remember being overwhelmed by his mastery of the whole business, of all the pieces—the New York piece, the L.A. piece, the personalities. You couldn’t mention someone without him putting his finger on their weak spot. It was breathtaking. I suspected then that if you wanted not just to run something but to shape it, mold it, remake it, you had to aspire to become like Diller—fevered, Kurtz-like. In my most manic phases I thought, Well, I can do that.

“Barry?” I bow slightly. “Michael Wolff.”

“Oh yeah. Yeah. Hey, man.”

He is the don.

“I’m in the Internet business now.”

He had once been the youngest of the young turks, but his neck had turned to crepe. “Tough business.”

“Well, it brings together a lot of things that I’ve been interested in, I guess. Content. Technology. Distribution. What’s your feeling? Do you think you’ll be moving more in the direction of the Net?” I tried to control my urge to fawn.

“Sure.”

“I guess everybody is. I mean . . . I guess I’ve been lucky, getting in on the ground floor.”

“Yes, if you’re still standing in the end,” said Diller affably. “Nice to see you. Stay in touch.”

Others closed in on him.

“Now wasn’t that worth it?” asked my friend with only slight mockery. “How many times do you think you’ll just casually happen to mention about when you were speaking to Barry in Laguna?”

“Are we that small-time?”

“Hell no, this is big-time. You’re among the most important people in the most important industry in America. It’s going to change the way we communicate, it’s going to change the way we learn, the way we have fun. It’s going to change the entire economy. Haven’t you been listening?”

“Do you believe that?”

“Sure. Don’t you?”

I did. But, frankly, the air of unreality was large, too. It had happened so quickly. Where other industries developed over decades, the Internet industry had popped into being overnight. Who was prepared for it? Not corporate America, not the technology business, not the media industry, and, above all, not the people who suddenly had to create profitable businesses. That’s why there were these conferences. Relationships that in other industries would be formed over the course of a career had to be put into place and cemented over a weekend in this business. The pace of technological development didn’t allow for long lunches and the 6:15 to Scarsdale. This was not a game of golf.

I run into Infoseek’s Robin Johnson at the airport. He’s getting the red-eye, too. Twice a week he gets on a plane on the West Coast at 10:00 P.M. and gets off on the East Coast at 6:00 A.M. He looks terrible, with deep circles under his eyes and puffy skin.

“Maybe we should be talking,” he considers.

“Anytime,” I say eagerly.

“We’re averaging under three impressions per visit. I wonder if we gave them some content, if we gave them something to read, could we get them to stay a little longer,” he says, speaking of content as though it were something like Ritalin.

This was the bottom line. He sold every impression—every click—for approximately $.02. If we could supply the reason for his users to click again, content would be triumphant.

“No question,” I say. “Guarantee, I can double your click rate.” This is selling, I think. Express no doubts. Whatever they want, tell them you can double it. But it makes sense, too. Tell a few jokes, mention a few celebrities, provide a little intelligent comment, people will hang around a while longer, obviously.

“Do you think?” He puts his hand out and steadies himself on my shoulder. “Our share price is in the toilet. The analysts are all over us. Our board wants a profitable first quarter.”

“We can absolutely help you with this! This is what we do. We hold people’s attention. We talk to them. We build a relationship with them. They’ll never want to leave you.” We go down the boarding ramp together and enter the plane. It’s lucky, I think, that I have enough miles for an upgrade to first class so I can use this flight to seal a deal, but Robin, clutching his garment bag, turns toward coach. “I’m used to it,” he says, looking through the curtains at the full cabin. “I’m looking for Gates,” he adds. Bill Gates in coach is one of the industry’s enduring myths.

“I feel guilty.”

“No, no. You content people need your pampering. We’re software. Applications. Clean code. We don’t need creature comforts. This is a revolution.”



Chapter Two

How It Got to Be a Wired World
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I had limited interest in the stock market. Other than my own paltry net worth, which grew suspiciously in various mutual funds, I had never felt much of a personal connection to the subtleties or the personalities of the securities industry. Having lived through the market’s collapse in 1987, and having experienced nothing more than some enjoyment at the tremors of anxiety on the Upper East Side and the generally lower real estate prices, I had become even more convinced that the market had little to do with me.

Even after the public offering in August 1995 of shares in Netscape, the Web browser maker with less earnings than my own company, created overnight one of the most valuable corporations in the country, it was still a while before I actually began to understand that people who said “That could be you” were halfway serious. When the college kids out in the Valley started to go public in late ’95 and early ’96, the same ones whose burritos I’d paid for just a few months before—Joe Kraus, a Stanford student whose company, Excite, went public in the spring, kept sticking me with the bill—I reluctantly started to pay attention. People—investment bankers, venture capitalists, industry busybodies—were saying, “You won’t be able to compete if you don’t go public. You need a war chest. Excite has forty million dollars in the bank so it can compete with Yahoo, which has sixty million dollars in the bank from its IPO. What do you have?”

Hmm. My argument that we made money and they did not was not a persuasive one. That other companies now had enough money to buy up the waterfront property while I operated a hot dog stand seemed to be the basic perspective.

But it wasn’t until Wired, with its magazine and Web operations, announced it would go public that I really paid attention. It was, for one thing, a business philosophically and temperamentally near to our own. It wasn’t a software business. It was a media business. Content. Not code. What’s more, Wired’s founder, Louis Rossetto, was someone I certainly would have voted among the least likely to succeed, and here he was soon to be worth more than $70 million.

While envious, I was happy, too. Everyone seemed to agree that all boats would rise along with the SS Wired.

But then in July 1996, just as we, and many others like us, were interviewing underwriters and organizing mezzanine rounds and soliciting bridge loans, all in an effort to create the kind of financial story that the bankers said the Street was eager to hear, something went wrong.

Wired failed to price. Whatever that meant.

Its IPO was withdrawn.

The company that had almost single-handedly articulated the need and desire for a digital revolution (or, at the very least, a new way of thinking about technology, namely, as a point of view, a social analysis, an economic strategy, rather than just a product launch) was being turned back from the promised land.

With that, the shares of all other cyber start-ups shuddered and fell. Other offerings failed. Still others found reasons to conveniently delay going public.

“What does this mean?” I asked one of our bankers.

“It means the market is saying something.”

“What?”

“That is not necessarily clear. It may be saying that the jig is up, that the Internet is a joke, or it may be saying just that it needs time to digest what it has already consumed or it may just be saying that your friend Louis is a flake.”

The stock market, which I heretofore had no interest in at all, was suddenly the oracle in my life.

“What do we do?” I asked our bankers.

“We wait to see if confidence builds.”

“And if it doesn’t?”

“I’d tell your friend Louis he better get an offer out there toot goddamn sweet.”
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I was working on a catchall of book projects and film deals and magazine ideas in 1988, living on the Upper West Side of Manhattan with two children under the age of five, and largely indifferent to digital technology and the personal computer when I received a phone call from a partner in my father-in-law’s law firm. My father-in-law, a lion of Wall Street, humored my various endeavors with contacts and corporate finance advice (“Always do it through a limited partnership”). In return, I would sometimes have to pretend to take an interest in his firm’s other entrepreneurial (read nonpaying) clients with quirky business ideas. This partner, who specialized in the publishing business, had been visited by a relative of a law school classmate who had an idea to start a magazine. In a polite brush-off, this relative of the law school classmate was passed on to me.

And so one afternoon in the late spring, I opened my door to a Christlike figure with dramatic hair and a rucksack over his shoulder.

He was much too old to be hawking hopeless ventures, I thought. Still, his age made him slightly more interesting—and slightly more frightening.

He was living in Amsterdam. He had gotten there by a circuitous route, beginning at Columbia University in 1968, by way of Italy, Paris, Afghanistan, and soft-core filmmaking. In Amsterdam he was editing a small-circulation computer trade magazine.

He had watery eyes, a caring, “I have been hurt” voice, and an otherworldly patience. He would not only listen to whatever you had to say, he would wait until you had something to say.

You had to coax him to talk. Then, however, the fever increased to delirium:

We had to start thinking of how computers could serve the interests of the culture, of how computers were transforming the culture! The real news wasn’t about numbers crunching, it was about word crunching. Words—how we manipulated them, reproduced them, stored them, combined them—this was all changing. This was the revolution, because now computing would involve everybody, not just scientists, engineers, and accountants. Computing was for writers, artists, musicians, for the people who created the culture. Computing had always been seen as procedure, process, method. But that was all wrong. You had to see it as a medium itself, which of course altered the terms of the expression itself. McLuhan! The Macintosh. Desktop publishing. Not only will print be produced more efficiently, but the whole idea of what print is, what print could be, was going to change; books and magazines, via the computer, were going to be something that we would never have thought of before. Imagine that type is mutable, plastic, expressive, nonlinear. Man. Imagine that the photograph, formerly a representation of a single instance in time, is now fluid, in motion, expressive as a painting. Imagine. We are no longer wed to gross units; expression is broken down into data, bits, atoms.

He wanted to spread this message. He wanted to bring his magazine, his Amsterdam-based, two-or-three-thousand-circulation magazine, called Language Technology, to America. What did I think of that? What did I think would be involved with that? Perhaps he should change the magazine’s name for the American audience. He made me look at the magazine. What did I think?

I thought he was a lost soul.

Still, I had begun to discover the startling powers of the Macintosh for myself. The mysteries and costs of layout and format and page production had kept writers down on the farm for a long time; type was a weird, authoritarian aspect of a writer’s trade. But more or less normal, technically maladroit people could take a Mac for a spin and start to imagine the possibilities, conceive the lifestyle, that would result from being in this driver’s seat.

Even if I recognized that there was something to what he was saying, that there was a sexiness to the Mac, it never occurred to me that this person from the margins of our time (forgotten in time, he seemed) could succeed at anything. But I was kind.

I advised him on the hegemony of computer magazines in America (all of the successful ones were product based), on the capital requirements of start-up publishing businesses, on newsstand versus subscription revenue, on investor prospects, on advertising sales methods. In short, my advice was to go back to Amsterdam.

After another beer, I left him on Broadway, rucksack over his shoulder.

But he had an unexpected persistence. He had accepted me and signed me up. I would hear from him, be kept informed by him, as though I were part of the board of directors of a new movement. Almost a year later, continuing to be kind (and not, I suppose, immune to his flattery and attention), I called him on my way through Amsterdam on the trail of money for a new project I had going.

He met me at the airport. His otherworldly dreaminess had been replaced by a new intensity, even franticness. He sensed, I think, that a revolution that I was unaware had started might pass him by. He had converted his magazine into a new iteration, now called Electric Word. He made me sit in an Amsterdam coffee shop and page through all of the issues. It still had a turgidness, a trade magazine sense of minutia, gray pages, and homemade design, but personalities were emerging, too. You could meet Nicholas Negroponte, who ran MIT’s Media Lab; Paul Brainerd, the president of Aldus, the company that was reinventing type; Ted Nelson, one of the first philosophers of hypertext; Andrew Seybold, who was inventing desktop publishing; and Richard Saul Wurman, a designer who had focused his skills not on graphics but on information. All would become, in a few years’ time, founding members of the digerati.

He waited, patiently, for my opinion.

“This is better than the last one you showed me. It’s an improvement,” I said.

“What should we do with it? How can we get circulation in the U.S.?”

“Hmm. I’m not sure, actually, how realistic that is. I don’t know. Perhaps there might be a specialty distributor.”

“Could you get those names? I would appreciate that. I would appreciate that very much,” he said, softly, as if these names were the secret and the ticket.

“I can probably get you some names. But you should not look at this as anything too significant. I don’t see the market as being large for something like this,” I said apologetically.

There was a clatter, then, through the door of the coffee shop, bringing in a light from the gray weather—a young woman with a Holly Golightly animation and brightness who slid in beside him. She was as much as fifteen years his junior. Where he was somber and pained, she bubbled—if not necessarily with sincerity, then certainly with energy and enthusiasm.

“This is my girlfriend,” he said, “Jane.” One would certainly not have written him with a girlfriend. “She’s going to be selling advertising for the magazine. I thought you could tell her some of the things she should be doing.”

I was embarrassed for them, and grateful to be in Europe where no one I knew might see me.

Jane came to eager attention, poised with pen and pad. “I want to get liquor and car ads!”

She was a startlingly good-looking American girl from Kentucky, footloose in Europe. She had dabbled in fashion in Paris before being swept into the cold and damp of Amsterdam by—by what? I certainly speculated on the passion here: the passion of the love affair or the passions of the digital revolution he had aroused in her. These passions strained credulity. She was as young and fey and comely as he was old and burdened and humorless.

It was a moment of pure futility. Me, a magazine writer who knew paltry little about selling advertising, explaining it to two people who had no hope of comprehending what little commercial sense I might have inadvertently achieved, two people sitting in a coffee house by the side of a canal in Amsterdam who were in another world, anyway.

Still. He was so unflappable in his focus. Not even an incredibly pretty girl could make him look sideways. He had gotten her to see through his eyes. She did not notice his weird, discomfiting intensity.

His proposal was to bring together all the potentially liberating ways technology was going to create new communities, new kinds of entertainment, new means of communicating, and bring about a shift in the power paradigm, decentralized, on a human scale, in a magazine that would speak beyond nerds, MIS directors, and computer hobbyists. It would be called Millennium, a kind of Rolling Stone for technology. Its mission was to do what Rolling Stone did in the 1960s—become the voice of a new age and articulate the inchoate. Everything is changing. Whether we want it to change or not, it is going to change. People are going to need help. They are going to need help understanding these massive social and cultural shifts brought about by the fevered pace of technological development and commercialization.

To talk about Rolling Stone in the context of creating and planning a new magazine was as real as assuming you would finance it with lottery winnings. Rolling Stone, an unlikely crystallization of the commercial and cultural, happened by chance, by fluke, by mistake. Playboy was like that, too.

Which would therefore have to mean that Louis Rossetto, this middle-aged man living his expatriate life while fantasizing about how he could be at the center of a new American era, would have to turn himself into Jann Wenner or Hugh Hefner and do for computers what Wenner did for rock and roll and Hefner did for sex to realize his dream. One might as well set out to be Gandhi.
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It was 1990. As tanks rolled across Kuwait, the office where I rented space on lower Fifth Avenue in Manhattan was home to the death screams of some of the hottest media success stories of the 1980s.

On several cavernous open floors (a work style that would become de rigueur when this neighborhood turned into Silicon Alley) you could find offices of the magazines Psychology Today, Mother Earth News, and Smart—all getting ready to go out of business.

These magazines—this old media—collapsed over a period of two or three months, first with cleaning and bathroom supplies eliminated, then outgoing service on the telephones suspended, then elevator access curtailed, then lights cut off. Total demise was signaled by the arrival of the repo man, who in an on-the-spot transaction sold me enough Macintoshes to put me into the desktop publishing business.

For me, the urgency was not the future and what it would look like and who would lead us to it but what could I do with these Macintoshes?

Now, it didn’t take much for me to realize that information was flowing at a new speed. My idea was that with the Macintosh and its preternatural page design capabilities, you could repackage lots of this overflow of data for the ordinary reader. The charts, graphs, maps, and other tools to display quantitative information visually had always been expensive treats in books. Suddenly, it was a cinch to make ugly data pretty. I had lots of ideas for how to take this explosion of data and make a spiffy new kind of book with a Macintosh.

Even though it was true that the world was awash in this massive new Niagara of data, the cost of getting to this data was still large, still a luxury of wealthy corporations. The monopoly held by the data giants—Lexis/Nexis, Dialog—was a bitter pill for the information hungry. You knew the information was out there; you knew that database technology rendered it retrievable, sortable, and searchable. Too bad you couldn’t afford it.

But I had a friend: Stanley. Stan the man. Weird Stan. We had gone to high school together. He had taken the scenic route, through Morocco and India to end up as a data guru in the health care industry. Having achieved a high level of corporate responsibility and anxiety, Stan was now on his second round of dropping out and had retreated to an isolated northern island, from which he consulted on complex data algorithms.

To my complaint in late ’91 about the high cost of information, he had said, “The Internet, man.”

“The—?”

“You’ll be able to get a lot of what you’re looking for, free.”

“Free?”

“I jack into a community college with a password I got from a waitress who’s taking a few courses.”

“Free?”

“Dig it. You’ll see. I’ll get you in.”

My introduction, at this moment, was part of a critical mass matrix then in progress. How many people knew about the Internet in late 1991? More than five thousand but possibly less than twenty-five thousand. Possibly less than ten thousand! Now how many people have to know about something for it to be in the New York Times, mentioned by Jay Leno, understood by my mother? What is the process of going from the arcane to the commonplace?

It begins with the sudden sense on the part of people who know (even if it was just yesterday that they found out) that they have a piece of knowledge before others and that simply possessing this knowledge is worth something—bragging rights, business opportunities, new erotic possibilities—and grows because even if you’re the millionth or the ten millionth person to learn, you know that there are millions behind you who will have to make the arduous climb up the curve. And it feels so very good to have already gone over the top, to know what others do not yet know.
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