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FORWARD: It started in a corn field

A remarkable accomplishment---only five years from $0 to $100M revenue.  And within those five years Netscape created not just one startup company, but three – a browser business, an enterprise software business, and a portal business.  What other company can boast ‘giving’ away its only product and generating revenue in the next year?  This accomplishment is analogous to Boeing giving away Airplanes and generating all of their revenues from sales in satellite equipment---remarkable.  Here is how the story began:

· 1 March 1994: Jim Clark and Marc Andreessen, University of Illinois, begin talks on forming a new company. 

· April 1994: The company (first named Electric Media) is founded by Clark and Andreessen. 

· May 1994: Electric Media changes its name to Mosaic Communications. 

· November 1994: Mosaic Communications changes its name to Netscape Communications. 

· December 1994: Netscape Navigator, Netscape Commerce, and Communications Servers ship. 

· August 1995: Netscape's IPO is one of the hottest stock-market debuts ever. 

· December 1995: Netscape and Sun Microsystems announce JavaScript. 

· 11 March 1996: America Online agrees to include Netscape in every copy of its Internet-access software. 

· 12 March 1996: AOL strikes a deal with Microsoft, giving Internet Explorer the coveted spot as the service provider's browser. 

· May 1996: Netscape announces Netscape Navigator 3.0. 

· October 1996: Netscape announces its server product, SuiteSpot 3.0. 

· October 1996: Netscape becomes enterprise-software purveyor, rolling out intranet- and Internet-server software packages. 

· 11 June 1997: Netscape releases Communicator. 

· August 1997: It releases Netcaster, push-media software. 

· 18 August 1997: Netscape announces an initiative to retain its browser share by forming 100 industry partnerships. Its new partners agree to package the Navigator browser -- unbundled from the Communicator suite -- with their products. The streamlined Navigator 4.0 includes Netcaster, basic email, and calendar software. 

· 3 September 1997: It unveils the Netcenter Web site, transforming the corporate Netscape.com into a site featuring news, software, and chat groups. 

· 22 January 1998: It frees Communicator 5.0's source code over the Net. 

· 23 February 1998: Mozilla.org launches. A dedicated internal team and the Web site guide the open source code to developers. 

· 31 March 1998: Netscape releases programming source code for its Communicator software. 

· 10 April 1998: Mozilla.org posts the first version of its source code modified by outside developers. 

· 18 May 1998: The US Justice Department and 20 state attorneys general file an antitrust case alleging Microsoft abuses its market power to thwart competition, including Netscape. 

· 29 June 1998: Netscape debuts Netcenter 2.0. 

· 28 September 1998: According to a study by a market researcher, Netscape cedes browser-share lead to Microsoft's Internet Explorer. 

· 19 Octpber 1998: Netscape releases Communicator 4.5, the latest version of its browser software. It features Smart Browsing, Roaming Access, and RealNetworks' RealPlayer 5.0. 

· 22 November 1998: AOL is in negotiations to buy Netscape in an all-stock deal. 

· 24 November 1998: AOL and Netscape announce deal is reached.

· 17 March 1999:  AOL/Netscape deal closing date

Team: 

I'm pleased to report that Netscape has now officially merged with America Online. Our shareholders approved the transaction this morning, and the final procedural steps were completed by AOL shortly thereafter. While this milestone marks the threshold to a promising new future it also is an occasion for me to reflect on our extraordinary history.

By launching Netscape just five short years ago in April 1994, Jim Clark and Marc Andreessen unleashed an explosive wave of innovation and growth that created another Silicon Valley legend. Netscape has played a key role in changing the Internet and literally changing the world. This is something that we will all share together forever. 

Over the past three months, we've been working with America Online's senior management on the transition plan to integrate our two companies. I am very pleased with the progress we have made to date. Here's what happens next in the transition process: 

America Online will soon announce details of the integration plan for the two companies. Bob Pittman, America Online's President & COO, and Barry Schuler, who's been heading up the transition from the AOL side, will come to the Mountain View campus for a company all-hands meeting to discuss their vision for the company's family of brands. The date and time of the meeting will be announced soon. 

Then, in the coming weeks, America Online will launch its strategic alliance with Sun Microsystems. That announcement will include more information about the Sun Microsystems-America Online alliance which will offer easy-to-deploy, end-to-end e-commerce solutions for businesses. 

Many Netscape locations are having socials in the coming weeks to celebrate our successes over the last five years. The Mountain View campus will celebrate on Thursday, March 25 from 2:30 - 6 pm. All European offices will be celebrating on Monday, March 29. Check with your local office manager or with HR to find out what is being planned in other locations outside Mountain View.

JIM BARKSDALE, FORMER CEO

Executive Summary

While assigned to Netscape Communications Corp I had the opportunity to work for the Senior Vice President and General Manager of the Application Products Development Division.  The division produces a suite of packaged software (Netscape CommerceXpert) applications for conducting business over the Internet (e-business) with suppliers, partners, and customers.  Netscape CommerceXpert addresses the key areas of business commerce, corporate procurement, online selling, and customer information services.  According to a Forrester Research Inc. of Cambridge, Mass., American e-business trade, that is business-to-business sales on the Internet, will grow from $43 billion last year to more than $1.3 trillion in 2003.  Obviously, businesses understand they can both make and save money over the Internet.  Netscape is scrambling with a host of other companies to dominate this market.  

As was my charter, I spent my time at Netscape attempting to glean the best of change management, innovation, and emerging business practices within the company and the businesses it interacts with.  Throughout this process I tried to find areas of interest to the DOD.  Below is a summary of the items I found and had throughout the year.

Outsourcing

Netscape outsources BOTH non-core (support) and non-core competencies to 3rd parties.  In doing so, the company uses outsourcing for more than a cost cutting tool.  Outsourcing is viewed as a tactical tool to gain revenue and market advantage.  This is most apparent in how they pursue globalization opportunities and in how they team or partner with other firms to meet new customer demands.  In the overseas example, Netscape will contract with a foreign company that has the technical talent to ‘localize’ Netscape products for the respective country or region.  The foreign company translates the user interface and tweaks the product so that it has the proper cultural look and feel.  In this way Netscape has a product that is accepted within the new country or region and a product that is co-branded with a popular ‘local’ company.  When combined, these are powerful tools in a campaign to increase market reach abroad.

The DOD should review how it looks at outsourcing.  To date it has mainly concentrated on outsourcing non-core competencies (support services.)  Rather than just looking for wholesale opportunities, DOD should take advantage of the business talent that, when closely partnered with DOD, can act as a force/support multiplier---use outsourcing as a tactical tool.  Three examples of industry expertise that can easily be dove-tailed into military operations include:

· Space platform command and control

· Wideband telecommunications (facility, link provider, and network manager)

· 3rd party logistics

HR:

It is not surprising that Netscape considers its people (intellectual knowledge) to be a core competency.  The first thing you notice is the Human Resource (HR) department is centrally controlled and closely focused on corporate objectives.  Since Netscape competes in an industry that has a 10% shortfall in skilled workers across the US, they have an extremely robust plan.  Within Silicon Valley the competition is even steeper.  In order to compete within the software industry, Netscape tailors their HR program to fit the individual employee.  This type of HR planning is termed ‘one size fits one.’ In addition, Netscape offers its managers a wide variety of tools to use in attracting and keeping talent.  Unfortunately, many of the tools do not map well into the military culture.  However, the way in which Netscape conducts HR and the concept of giving management more flexibility in the number of HR tools they can apply are both applicable.

The DOD does not have a cohesive HR program.  Different offices are concerned with managing pay, benefits, service member and family support, recruiting, training, recreation, and the list goes on.  Each disparate HR shop has different goals, metrics, customer satisfaction levels, etc.  Gaps and redundancies in services are prevalent.  Our functionally, geographically, and disparate ‘HR’ organizations lack the synergy found within industry.  Combining a number of these programs under one hat and adopting the ‘one size fits one’ style of planning may put meat on the ‘people first’ mantra that hallowly echoes through the Services. 

Reverse Reservists

Most DOD programs provide an incentive to enter but not stay in the service.  Commercials produced for the Armed Services push the benefits of the GI Bill and learning a vocation.  Both of these are major attractions to the military for high school students.  However, the downside is felt later.  These two programs tend to play against the Services when retention time rolls around.  Once the vocation is learned or college credit earned, first and second termers are lured by the high dollars and relaxed life style offered by the civilian sector.  This results in middle management manning pressures within the Services.  This also is the crux of my thoughts on how to replace or supplement middle managers within the Services.  I recommend DOD implement a revolving door policy with industry, mainly in support services, to help alleviate the middle management shortfall.  This can be implemented in a number of different ways.  For example, system procurement contracts could include a requirement for the contractor to supply personnel to manage the end item (communications systems administrators, satellite network control operators, etc).   Innovative partnering can then be accomplished as part of the contract.  The contractor personnel accept a ‘technical’ rank (mid-level enlisted or officer depending on their role) and sign a personal contract with the military but are compensated by the civilian company.  Obligatory contractual agreements are signed so that the technical employee must comply with military orders and deployment requirements.

Use of Business Consultants 

Business consultants provide support for strategic planning, tactical planning (market timing), and business process improvement.  Consultants focus their talent sets on the demands of the industry they support.  They provide a repository of research and are able to pass along trends and best practices.  Netscape, as well as corporate chief of Information officers, lean heavily on the expertise and advice of consultants.

The DOD would benefit from incorporating business consultants into major command and field-level support structures.  There are a number of companies that support the DOD and Congress within DC’s beltway and their research and reports go a long way in formulating a vision for the future.  However, many execution decisions (what network to buy, what security structure to put in place) are left to each MAJCOM or field support unit—a concept of loose central control with haphazard execution. Little to no advice as to commercial trends and best practices leads to poor base-to-base procurement decisions and possibly system incompatibility, training, or support problems. Use of consultants at the field level would greatly benefit DOD.

HiTech Collaboration

Communicating and passing vital, timely information is key to business success.  Hitech collaboration is certainly ingrained in Netscape’s culture.  The company uses various methods to keep in touch with employees and customers.  They continually search for and pilot information distribution techniques.  The most innovative is also the most applicable to the DOD—online presentations.  Netscape uses the services of an outside firm to enable real time presentations that rival real life business conferences.  This tool allows up to 1500 simultaneous users the ability to view presenters, view and edit their slides, answer questions online, give and receive immediate impromptu polling data, and make comments to other audience participants.  

These and other collaborative tools are also available to the DOD.  Increased collaboration using hitech methods not only result in dollar savings, but also reduces time to decision and increases process efficiency.  Imagine conducting a periodic major command commander’s conference completely online, to include briefings, slides, and discussion.  Field commanders across the major command login (from home or office) and connect to the conference without the TDY costs and time away from the office.  This is a supplement to the one or two times the group can personally meet.  As another example, program managers can take advantage of the same thing.  Meeting more often and overall spending less time with contractors.  Often times not enough of the right people or the wrong people go TDY due to funding constraints. These tools allow a broader audience to be reached.  The overall objective is to allow more people access to information and discussion.

Industry PME

Management at all levels tends to be very well read.  Their reading lists include more than management principles.  In fact, at Netscape the technology war stories seem to be more the fashion.  Reading books by Gates, CEO Microsoft, or Case, CEO AOL, is believed to be a way of getting inside their head---understanding their decision process and a way to find an edge in the market.  

Today, military officer PME is devoted almost exclusively on officership and studying the art of war.  This exclusive focus should be changed.  Few support officers are given the opportunity to participate in the operational portion of war planning.  Their contribution usually stops at writing an annex.  During PME, support officers should be given a specialty track directly addressing their area of expertise.  Commanders expect their specialists to be the expert in their field.  They expect timely and accurate advise as to how their specialist can support them now and in the future.  All the while specialists have very few opportunities to cross-feed and expand their knowledge.   The current high-speed ramp up occurring in technology is leaving our technical specialist further and further behind.  This results in the DOD being behind industry by one or two generations both in equipment and in policies.  I recommend the DOD devote more resources into attaining and maintaining higher levels of expertise in both the enlisted and officer corps, based on current commercial products and practices, within our support corps.

Netscape Communications Corporation

"Like competition itself, competitive advantage is a constantly moving target. For any company in any industry, the key is not to get stuck with a single simple notion of its source of advantage. The best competitors, the most successful ones, know how to keep moving and always stay on the cutting edge. Today, time is on the cutting edge. . . . In fact, as a strategic weapon, time is the equivalent of money, productivity, quality, even innovation."
George Stalk Jr., "Time - The Next Source of 

Competitive Advantage”

This was written in an award-winning Harvard Business Review article over 10 years ago (July 1988) and it still holds true today.  Companies are scrambling to use ‘time to market’ as a future growth and revenue indicator.  The idea is not new, but they are using a new battleground---the Internet.  Companies wake up only to find that a marked percentage of their business is going to a new competitor---an online competitor.  Greed and fear initially drove companies to the Internet, allowing them to collapse time, drive down costs, or drive up revenues.  Traditional brick and mortar businesses were hesitant to use the tools offered to them by a generation fond of piercing obscure body parts and wearing flip flops to work.  Their jargon, Internet, Web, and Net or e-business, e-commerce, or net economy is now being used in board rooms all over the world (see Appendix I: Net Vocabulary).  The traditionalists now understand that doing business on the Net is just plain good business sense.  www.YOURCOMPANYNAME.com is now the norm. In the battle to dominate servicing this space the rules of engagement for companies like Netscape are different. Strategic partnering supplants competition.  Dominance comes from being nimble.  Concentrate on maximizing speed in lieu of efficiency.  Test drive new ideas.  Good ideas come from all levels.  The company with the best ‘time to market’ is king.  In the software business this translates to releasing a new version of your software incorporating the latest customer demands faster than the competition.  Speaking of customer demand, e-businesses want to continue to push the envelope over the Net in order to gain an advantage, so they constantly demand new capabilities.  The upside to all of this, those companies and individual consumers are willing to pay top dollar for the services on the Web. The value of goods and services bought over the Web will jump to $425.7 billion by 2002 from $67.1 billion last year, researcher International Data Corp. in Framingham, Mass.  This is a different reference from that which was used in the Executive Summary.  The point is, no one knows the exact amount that will be transacted over the Net, but only that it will be huge and that it will be real soon.

To stay nimble, the senior management at Netscape, now a part of AOL (see Figure 1), hold the software development/management reigns loosely.  They epitomize the decentralized control and execution model. Senior management provides a framework for the company to work within.  They set a course in terms of positioning their company in a market space that they can win.  They are not afraid to reposition themselves if necessary and they are not afraid to eat (buyout) the competition to secure or advance their position.  Likewise they are not afraid to affiliate (partner) with other companies for mutual benefit.  Netscape’s survival while being pressured by the behemoth from Seattle, Microsoft, attests to their ability to find new markets, new partners, and new revenue.  Netscape epitomizes the Internet.  Striving to make the Internet more than a place for gamers and idle chitchat, Netscape has led the way on Internet standards and open source development and has been key to bringing the Net to the mainstream.  The Net is quickly becoming a core feature of global business partly because of the success of companies like Netscape.
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Figure 1 AOL Buys Out Netscape Communications Corp.

Netscape Philosophy

Even as a wholly owned subsidiary of AOL, Netscape maintains a very hierarchically flat organization (see Figure 2).  From CEO to software engineer is only 4 levels.  Every employee, including secretaries, own stock.  Every employee is shown this graph depicting Netscape’s target market at their newcomer’s orientation.  Every employ understands the company’s ultimate objective is to capture the lion’s share of the software business controlling how industries transact over the Internet.  In his welcome aboard speech to all new employees the CEO personally briefs the following:  

· Corporate Purpose:  Create and keep customers

· Mission:  To be the premier provider of open software for linking people and information over Intranets, Extranets and the Internet

· [image: image2.wmf]Netscape Revenue Trends

$0

$25

$50

$75

$100

Q1 95

Q4 95

Q3 96

Q2 97

Q2 98

 Revenue

($MM)

Enterprise Contracts

Netcenter

(1)

Standalone Client

(2)

Values: 

· Hire and develop the best team

· Strive for 100% customer satisfaction

· Operate for long-term financial security

· Enjoy what we are doing

· Secondary Goal:  Move quickly into the $10 billion Intranet market

· Netscape Advantage: Why we keep winning
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Complete Intranet, Extranet, and Internet solution is platform independent across clients, servers and databases

· Resulting in lower TCO and higher ROI

· Continued technology leadership

· Metrics:  Solidify position as the preeminent producer of Intranet products and the leader of the Internet through:

· More design wins

· Deployed reference accounts

· Increased market share

The ‘New?’ Netscape Strategy

“The Internet is the Godzilla of stealth attacks.  Once a cumbersome tool wielded only by academics and nerds, today's Web challenges not just retailers but everyone from venerable Merrill Lynch and Aetna Inc. to high-tech Sony Corp. and Microsoft Corp.”

--- Forbes, Jan 99
The upshot of a book entitled “The Innovator’s Dilemma. When New Technologies Cause Great Firms to Fail,” by Clayton Christenson, is that great companies fail to make the jump from their existing businesses to new businesses.  He notes the discontinuities are sparked by disruptive (as opposed to sustaining, or evolutionary) technologies.  The businesses fail not because they are poorly run, but precisely because they are great, well-run companies -- they listen to their current customers and allocate internal resources the way you expect well-run companies to do so, and that's the problem.  He also discusses ways to avoid this problem.  Great companies are ironically often in a good position to capitalize on disruptive technologies, since those technologies often come out of their own labs -- what they need to do is create new skunkworks or small business units that go after the new opportunities, outside the normal organizational structure and assumptions of the current business.  He argues that pursuing a disruptive technology or business approach inside an existing organization with existing customers and existing priorities/assumptions/budgets never works.  Netscape is a company that has thrived by founding, nurturing, and excelling in a disruptive market.  Netscape tried and succeeded at changing the way the world does business and as the big boys (Intel, Microsoft, Oracle, etc) agreed by launching their own e-commerce products.
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Although only 5 years old, Netscape has had a successful yet turbulant history.  The company started with a meteoric rise in revenue, since it was the fastest software company to achieve $100 million in revenues within a fiscal quarter.  In the early years the company focused on making money on its Web browser.  The company followed a mass market consumer oriented business model.  The company’s sales force and public relations machine helped Netscape dominate the market.  Netscape’s success did not go unnoticed.  Bill Gates, CEO of Microsoft, saw an opportunity to undercut Netscape in the browser game and position Microsoft as a leader in the Internet business. The coup de gras came when Microsoft changed their strategy and decided to package their browser with their Windows product line.  In late 96, Microsoft began giving their Web browser away.  This had immediate and dramatic effects on Netscape’s revenue flow (See Figure 3).   Within two quarters revenues received from browser sales went from over $50 million to zero.  During this transition period, Netscape reorganized the company and looked for and found new markets.  They invested in other Internet markets, first by developing Internet Servers and second by developing Electronic Commerce (Ecommerce) Applications.  Headlines of local Silicon Valley newspapers often heralded the death of Netscape.  But the company was resilient.  These moves saved the company and proved the business agility of the Netscape senior managers.  Microsoft forced them to widen Internet related product lines but was not able to bury the company.  Now Netscape provides software, hardware, and services linking millions of people and businesses together.  They still have a name brand which is synonymous with the Internet and  their goals are simple:

· Wire every enterprise (Intranet)

· Link businesses to one another (Extranet)

· Pull millions of people to Netscape business partners (Internet)

Today, the Netscape browser is given away free and the source code can be downloaded via the Internet.  The ‘new, reborn’ company has turned away from consumer oriented products to products that make businesses more efficient in the Net Economy. Netscape bases its existence on making businesses understand the Net Economy and how it changes old business rules and relationships. The idea quickly gained traction and predictions of the dollar volume of transactions to be done via the Net in the future are astronomical.  Netscape likens the move of business to the Internet as a modern day Oklahoma land rush, as businesses rush to stake out their territory on the Net, thereby radically transforming the way they acquire and keep customers.  But turning from a mass market, consumer based revenue stream to one based on software and hardware core to conservative business required radical changes within the company. 

The conversion of the company (consumer to business reorientation) was not easy.  Netscape found itself in a bad dilemma.  Their operations were optimized in the wrong direction.  Browsers were accepted by kids and Internet adventurists.  Traditional business enterprises didn’t need toys but software that decreased costs and increased revenue and Netscape was not known as a business software company.  The analogy today would be Nintendo walking in to Bank of America and saying they wanted to write software for them that would make or break their business.  I doubt if the idea would spur on hugs and high fives from bank presidents across the US.  For the same reasons that come to mind, early business adopters to the net economy were few.  But perseverance and closely aligning software production to customer requirements proved to be a successful combination. 

Changing the sales force

In order to change the focus of its sales force Netscape hired someone savvy in selling business applications as its chief operating officer.  Barry Ariko came from Oracle where he was executive vice president and a member of the Executive Management Committee with responsibility for Oracle's Americas operations and its global sales practices. He was credited with helping Oracle achieve much of the growth in its Americas operation, the company's largest business unit, which grew from $680 million in 1994 to $4 billion in total revenues in 1998. While at Oracle, his organization spearheaded Oracle's Windows NT thrust; accelerated growth in the Database and Applications businesses by driving a focused effort in the middle market; and helped to revamp and focus Oracle's Applications sales strategy, growing the Applications business from $209 million in 1994 to over $1 billion.  In his own words as Netscape’s Chief Operating Officer, Barry Ariko said “One of our challenges is to continue to communicate our numerous successful reference customers into new accounts so they think of us as something other than a browser company, but instead a company that can help them at the enterprise level.”  The impact was felt most in the sales force.  A new training program with new sales goals was initiated.  The following sales objectives were presented during Netscape Kickoff '99:

· The Top Line (+50% Year/Year) 

· Capture Market Share 
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Focus on Key Drivers 

· Manage to Profitability (10% Pretax) 

· Get Our Message Out 

· Build the Pipeline (300% x Quarter Market) 
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Customer Satisfaction Improvements 

· World-class Solution Sales 

· Leverage Enterprise Netcenter 

· Improve and Simplify Our Sales Process 

· Make Our Partners Successful 

· Build the "Netscape Economy" 

· Joint Sales/ProServe Approach 

· Consistent Performance Each Quarter 

· Instrument the Business 

· Build a Services and Support Annuity 

· Develop a Passion for Winning 

· Make Netscape the Best Place to Work




Even more importantly, Netscape’s long-range goal was to not only grow their revenue, but also a product/service that other company’s could make money off of (see figure 4).  This was model was not new to the software business.  Software companies often provided hooks for developers from other companies to write software that added to the functionality.  Often this was done to tailor software for a specific market niche.  What this strategy also tended to do was to tie the fate of the integrators with the core software, thereby giving them an interest in how well the core company was doing.  That is, the more sales done by the core software the more opportunity provide value added tailoring or services.  The strategy worked.  The sales of e-commerce software was a major determiner in AOL’s decision to ally with Sun on the Netscape buyout.  The e-commerce portion of the deal is said to be worth $100 million dollars per quarter for the next three years. 

Producing E-commerce Software

Since I was posted as a project manager to the senior vice president and general manager of the application products division, I had a clear visibility into 1/3 of the Netscape product offering.  I had a clear view into all aspects of business software production, marketing and sales. The drive for businesses to not only appear but thrive on the Net has opened a very big market for Internet software, hardware and services.  Within the company, the application products division was responsible for developing packaged applications to support Global 2000 company’s e-commerce business.  Netscape broke the e-commerce business problem into four easily interconnected parts: commerce exchange, corporate procurement, online selling, and customer information services.  

The first, commerce exchange, is the basic foundation for business-to-business commerce, enabling supply chain integration, trading communities, and linking of partners’ systems.  This foundation program integrates into legacy systems and translates old-style business protocols (e.g., electronic data interchange (EDI)).  The second, the corporate procurement program, is for large customers seeking to use the Net to reduce costs by automating their internal procurement process and automating external supplier relationships.  Companies have used this program to cut down on the beurocracy, time, and costs to procure common items.  Businesses implementing the third product line, online selling solutions, are seeking to improve existing sales channels, sell to end-consumers and sell information products. Companies use the fourth component, customer information services to improve service and build lasting relationships through delivery of personalized information to communities of customers and partners.  

In part or together, these systems need to have a short buy-to-fully operational time.  Businesses find they can better manage their supplier base and better satisfy their customers at a lower cost!

As for how Netscape manages their software production, let’s compare them to Big Blue. IBM and Netscape are two opposite sides of the software production coin.  IBM’s software engineering and quality assurance manual is three inches thick.  In an effort to reduce the friction (beurocracy) in bringing a product to market, Netscape has no such manual.  This worked in the past when the products released by Netscape were consumer oriented.  However, since the latest set of products are key to business success, high quality out of the box is a must.  Netscape finds itself needing to institute just enough formal QA and other more traditional coding overhead, but is looking to put as light a layer of beurocracy as possible over their engineers. More than the way Netscape manages their software production, how their software and specifically the Internet has changed business models needs further detail.

Changing the Way the World does Business

With a surging U.S. economy and a roaring stock market, how can inflation remain so low?  "E-commerce these days is about one percent of retail sales--it is absolutely minuscule," Lehman Brother’s economist Steve Slifer said in a recent Reuters article. "But the thing you need to understand about [e-commerce] is that it is fundamentally deflationary." The increase in products that may be offered on the Internet over the next five to ten years defies imagination, he said.

Netscape had a definite strategy to change the face of business.  They were trying not only to sell their product to mature steadfast businesses, but to also tell these same businesses that they needed to change their ways in lieu of the burgeoning Internet.  

ZDnet news service reported Apple Computers went through the same type of transition.  How does a company get back into the mainstream?  How can a once upon a time leader regain that champion status?  Here are a few of the marketing tenets that Netscape and Apple followed: 

1. Understand your customers

2. Sell them what they want, even if it's not what they need, then make it work for them down the road.

3. Market everything you sell to convince those same customers that you're selling exactly what they asked for.

4. Relentlessly advertise, everywhere, to everyone, so current and potential customers see you as the standard.

As Netscape changed its strategy from a browser company (focused mainly on the “cool and often nerdy” Internet crowd) to one providing enterprise enabling software to businesses, it developed a term called the Net Economy to define the interaction between businesses and the Internet.  They showed businesses how the Net Economy was a new competitive era, where transactions and interactions with employees, partners and customers were all done on the Net.  They proved it was enabling in every sense of the word.  It caused the convergence of not just one or two industries, but hundreds of them.  The resulting effect was bigger than anyone had predicted.  Netscape wanted businesses to realize that the Net Economy was about far more than just giving people easy, browser-based access to information.  Additionally, it was about more than extending the enterprise out to partners via extranets.  Businesses came to understand the Net Economy was about radically transforming the way they acquired and kept customers.  Marc Andreeson, Netscape co-founder and current Chief Technical Officer for AOL , summarizes the differences between the old economy versus the new Net Economy in Table 1.

Net Economy Business Impact:

Has the Internet really changed the face of business?  The answer is YES!  The impact is felt in the business top line (reduction in costs) and in the bottom line (increases in revenue).  Cost reductions are felt when slack is taken out of the supply chain.  Supply chain slack is measured in buffers.  Buffers in time---the slack time between when a part is ordered and when it is produced and delivered.  Buffers in inventory---amount of storage required to ensure timely delivery of goods.  Buffers in money---premiums paid for overtime production, express delivery, or premium services.  In the past businesses have been able to trade-off two of the supply chain buffers in order to minimize the third of their choosing. The Internet and the build up of the Net Economy in particular allow business to attack all three buffers simultaneously.  Add to this the capability to penetrate markets, add channels, refocus audience targeting strategies and its easy to see this synergy is unprecedented in business.  Examples in the news include:

Forbes:  It took commercial radio 38 years to reach an audience of 50 million in North America. It took commercial TV 13 years to do the same. The World Wide Web did it in five years. End of 1997, there are 55.4 million Internet users over the age of 12. 

Table 1 shows how the Internet is changing the face of business.  Old business practices are not just automated they are refashioned to fit the new era.  Businesses are going through a period of both disintermediation (replacing the old middlemen) with a new intermediary---the Internet and more specifically Portals.

	Old Economy
	Net Economy

	retail stores
	sell/buy on the net

	send out bills on paper
	bill on the net

	carry inventory
	everything "just in time"

	decide strategy then execute
	execute, then iterate strategy

	Stores open 9 – 5
	Open 24hrs

	Mass Marketing
	Personalization

	Pay for inventory up-front
	Make interest from receivables by negotiating terms with suppliers (Amazon)

	Offer more services to your customers by paying providers
	Allow providers access to your customers, for a fee (Netcenter and USA Networks)

	6 to 12 month product cycles are fast
	1 to 3 month product cycles are necessary

	"Citizen Kane"
	Easy-to-reach information, new and innovative information sponsorship (Intel sponsors a page on space exploration at MSNBC)

	175,000 titles in a bookstore
	2.5 million titles accessible online

	60,000 CDs in a record store
	350,000 different CDs with sound clips available online

	Globalization is expensive
	Globalization achievable with incremental expense

	Acquire more customers by investing in infrastructure (sales force/store fronts/distributors)
	Acquire more customers with online presence, services and brand recognition

	Fund Raising Events
	24-hour Fund Raising on the Internet

	Basic legal advice from a lawyer
	Basic legal advice on the Web

	Trading through your broker
	Trading online

	Classified Ads
	Online auctions

	Advertising and business transactions are two separate events
	Advertising leads to a transaction

	Travel agents
	E Tickets on the Web

	Very difficult to change a business model and offer new types of products and services (have to reconfigure brick-and-mortar assets)
	Very easy to offer new types of products and services over the Web (books and CDs)

	Relatively uneducated consumers.
	Very educated consumers (from people buying cars to patients seeing doctors, more and more people are doing research on the Internet)

	Seller-centered
	Buyer-centered

	Keep inventory to meet demand
	Everything just-in-time

	Media provide communication
	Media provide access

	Middlemen connect consumers to producers
	Disintermediation


It took Intel 8 years to increase its stock value 10x. Microsoft took 4 years, Cisco took 2 years, Amazon a little over 1 yr. In 1997, 16% of US car buyers used the Internet to research their car purchase. JD Power & Associates estimates that this will increase to 50% by the year 2000.

1 yr ago, 10% of SportsLine USA's customers were from outside the US. Today it is 25%. "For a little incremental expense, we can produce sports internationally." Michael Levy.

It took Wal-Mart 12 years and 78 stores to hit $168 million in annual sales. Amazon hit $148mm in its third year, and should hit $460mm in its fourth year. Up to 60% of Amazon's orders come from repeat customers. Amazon offers 2.5 million books. A book superstore has 175,000. Amazon is open around-the-clock, bookstore is open from 9am to 11pm. 

Reuters:  Dell Internet sales continue to grow even above the $6 million a day figure posted in their Q2 results. In March, 1997, Internet sales were $1 million per day. Also, Internet sales are also growing as a percentage of revenue. Michael Dell describes that beyond e-commerce, the Internet has fundamentally changed the way they do business. 20% of all visits to their site were for service and support. Dell claims that the Asian crisis actually helps them out somewhat, because the price of Asian computer components has fallen sharply, and since Dell only has 8 days of inventory, they can quickly take advantage of the price differential. Dell also claims that as companies look to trim costs, Dell is given more chances to bid for business, since their model is so efficient. 

Forrester Research: Online advertising: The stakes have never been greater. According to a Forrester Research study released last August, mainstream advertising will boost global online ad spending to more than $15 billion by 2003. In the U.S., spending is expected to jump from $1.3 billion in 1998 to $10.5 billion in 2003, a reflection of the increase in spending per capita. U.S. advertisers will spend $25 online per person in 1998 (double what was spent last year); Forrester expects this to hit $104 per person by 2003, exceeding per capita spending for magazine or radio advertising and equaling approximately one-third of spending for television ads. Online ad margins hover around 10%. Traditional ad margins can be 25% and up. 

Examples abound on new a dramatic effects the Net is having on businesses.  New multinational partnerships are cropping up every day.  The Net is having an impact in areas that were unpredicted just two years ago.  Traditional businesses are racing to catch up to the early adapters.

Case Studies: CitiBank and Ford Motor Company (Internet Darwinism)

Netscape uses CitiBank and Ford Motor Company as specific case studies on how Netscape is supporting change in business.  They compare this process to Darwinism, by showing how major companies are taking on the characteristics of new Internet-based companies by redefining the rules of competition within their industries.  Jim Barksdale, CEO of Netscape, presents the results of their studies to consumers and businesses across the world in the following manner:

“CitiBank is certainly one of the most powerful banking and financial institutions on the planet.  They were one of the pioneers Citibank is certainly one of the most powerful banking and financial institutions on the planet. They were one of the pioneers in electronic banking services. So one wonders why they’re throwing away the millions they’ve spent building and maintaining existing systems for new systems based solely on the Internet.

It all comes down to strategy.  Last summer, Citibank CEO John Reed laid down the gauntlet. As part of a major strategic effort to grow, Citibank would acquire one billion customers by the year 2010. One billion. How’s that for a stretch goal! A billion new customers in 10 years. 

When the merger between the Travelers Group and Citicorp is complete, the combined company will have about 100 million customers.  Let’s see, that still puts Mr. Reed off by one order of magnitude.

Now, a company can't get to a billion customers in the conventional way, using brick-and-mortar assets. Citibank realized that in order to reach and support a billion customers, they'd have to do things differently, more economically, unconstrained by any growth model from the past. So they took a totally radical approach. They asked, “If Citibank existed only in cyberspace – how would we deliver the same service?” 

In the banking business, Citibank knew it had two mandates: 1) access, 2) relationships. It has to provide access points to its services that are extremely easy for its customers to reach. At the same time, it has to cultivate a relationship with each customer that's broad and deep, yet costs less to maintain.  As Reed says, they want to be one click away from a billion customers all over the planet.

To accomplish this, Citibank’s IT department is building a high-performance, highly scaleable, Internet backbone for electronic commerce so that Citibank can not only easily connect with new customers, but also interconnect all of its IT systems with its business partners and their IT systems. We’re proud to say they chose Netscape’s commerce software. The plan is to test the new service in 10 markets initially, then expand it to more than 100 countries where Citibank does business a year later.   

Ford Motor Company is another example. Ford operates what is easily one of the most sophisticated extranets in the world -- The Ford Supplier Network – which connects 200,000 suppliers and partners around the world to its manufacturing and delivery systems. Ford was one of the first large corporations to build a sophisticated intranet, giving its employees access to the business applications and systems that run the company. Today, much of Ford’s product development efforts are done on the Net, protected behind the company’s firewall. 

The next step for Ford was to move closer to manufacturing on demand, a process that required coordinating the delivery and assembly of thousands of components from thousands of suppliers around the world. 

The bottom-line benefits to Ford: 

· The time it takes to ship a car from the plant to the dealer has been reduced from 50 days to 15 days. 

· The goal is to manufacture most of its vehicles “on-demand” by the end of next year… with delivery in less than two weeks after the order

· Through these efforts, they expect this to save a billion dollars in the next few years 

· And they see Internet portals as an opportunity to sell "total car ownership" services, from financing and insurance to service contracts.

Here is where Citibank and Ford have something in common. And it converges in a thing called portals. (A horrible name, I admit, but a powerful concept.) 

At their heart, portals are about a home base on the Net. The Net is a very confusing place for the average customer. Where to go? Who to trust? With over 2 million Web sites on the Internet, how do you get anything done?

Well, you go to a place where the best of the best has been aggregated for you. A portal.

In Citibank’s case, Citibank recognized that it could cut the cost of acquiring customers to 20-50% of traditional marketing costs by setting up shop on Netscape’s Netcenter portal. With more than 7 million members, Netcenter is one of the busiest digital marketplaces on the Net. Ed Horowitz, Citibank’s executive vice president, says they plan to create an environment on the Net where the customer defines what they want, and it’s up to Citibank to manufacture a solution on a timely basis. 

Portals obviously play a very important role in this new Net Economy. Companies have discovered that attracting consumer traffic to a site, even for big brands with lots of money to spend, is a difficult task. It’s for this reason most companies are seriously exploring portal partnerships. The attraction lies in the fact that portal sites are capable of steering volumes of traffic to merchants and content sites. This traffic dramatically lowers the cost of acquiring customers and can often deliver an instant ROI.”

Virtual vs. Brick and Mortar 

In California, they have a saying for what is happening to Barnes & Noble: It is being "Amazoned." How many small retailers, distributors, service providers, travel agents, insurance companies and conventional brokerage firms are going to find themselves Amazoned--replaced by Internet-based companies--over the next five years? As Internet companies replace other goods and service providers, the result

will be tremendous savings to consumers.

A good example of how the virtual world is impact standard business practices can be gleaned by looking at Barnes and Nobles.  A recent Media Central Internet news article depicts this well:

Borders Sales Fall Short, Profits Will Too

Book and music retailer Borders Group Inc. (BGP.N) said that although fourth quarter and full year 1998 sales rose, they fell short of its expectations. 

Borders, which operates Borders, Waldenbooks and Brentanos book stores, said that because of the sales shortfall, its earnings would not meet forecasts, marking the company's second profit warning this month. The company plans to release complete fiscal 1998 results on March 8.

Some analysts are not optimistic. NatCity Investments' Daniel Poole calls Borders one of the best-managed retailers in the country, but it has suffered as Internet shopping has gained in popularity. He pointed out that Borders projected a 1998 $0.12-$0.13 per share loss on its online operations.

“It comes down to this,” he said. “If you look at the astronomical growth of Amazon.com (AMZN.O) and book retailers, those sales have to come from somewhere. We're concerned that the Internet as a whole is really reducing barriers to entry to the book-selling business
.”

High Speed Data Access

In order to take full advantage of the Internet, both business and consumers require high bandwidth connections.  Streaming video, rich content catalogs, multi-media and interactive web sites all place a heavy burden on data pipes to the individual computer.  Yesterday’s high capacity lines (28.8 kbps and below) are no longer sufficient.  Businesses are taking advantage of the way their products can be presented on the computer screen.  As is on the supermarket isle, so it is on the Net.  The more appealing they make their ads, the more products they move.  Netscape is building e-commerce software and services that to enrich consumer interaction with businesses.  
That same software suite integrates Net transactions with corporate legacy systems (e.g., ERP, procurement, finance, human resources, etc).  Thus, within a fully Net-integrated company, demand can better drive supply requirements.  Suppliers can be better managed.  All of this is possible only as the cost to send data drops as data transfer capacity increases. Both are happening today.  For the first time in history it is estimated that 50% of US households own a computer.  Combine that with the surge in bandwidth to the home and you find the synergy to accelerate the Internet’s impact for many years to come.  The telecommunications industry is scampering to feed the vast bandwidth hunger.  Many relatively high-bandwidth options (in today’s terms) are now available:  ADSL, IDSL, wireless, cable, and direct satellite just to name a few.  News releases occur almost daily announcing how major companies (AT&T, Microsoft, Cisco, and Lucent) are scrambling to position themselves in the broadband cable market.

ADSL (asymmetric digital subscriber line technology, where the data flows into the house through a fast pipe and returns to the Net on a slower one).  The basic setup features service at 384 Kbps coming into the  (roughly seven times faster than the fastest analog modems) and 128 Kbps headed back out.  For additional cost the download speed can range from 1.5 up to 6 Mbps.  ADSL cannot be deployed farther than 3.3 miles from the phone company's central office facility.

Another flavor of digital subscriber line, IDSL, that usually runs at slower 144 Kbps but can reach approximately 7.5 miles from the phone company office. Still almost three times faster than comparable analog modems.

According to Jim Southworth, director of advanced network services and technologies, Concentric Network, a San Jose Internet Service Provider (ISP) that specializes in high-speed service, the coverage area for all types of Digital Subscriber Loop (DSL) depends on how you look at it.  He figures roughly two-thirds of all Californians will be able to get the service very soon. But at the same time he estimates the physical coverage area for DSL to be less than 10 percent of the landmass of the state.

Cable modem service, which typically delivers between 1/2 and 2 megabits per second (Mbps) runs around $40 per month, with none of the proximity issues of DSL. But this technology, which requires neighbors to share the capacity of a very large data pipe, is available only where cable is installed. Cable-modem analyst
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Being marketed as “wireless DSL” and allows home users to get a 384 Kbps feed -- upstream and down -- for a surprisingly reasonable $150 per month.  Wireless comes with its own set of physical and financial constraints.   Your house must be within 35 miles of transmission and have a reasonably unobstructed view of one of those towers. The service requires installation of a special modem and antenna.

There are also various satellite options that could be available in the San Francisco Bay Area within three months.  Major metropolitan areas across the US and Europe will be quick to follow.  Silicon Valley’s hi-tech community newspaper, the San Jose Mercury News, is closely following the super-pipes that are fueling the Valley.  The first services to show up would probably be two-way satellite links (you're sending your upstream feed to the bird rather than up a slow phone line) costing roughly $400 per month (with equipment costs close to $2,000). Other satellite services with consumer-level pricing could show up by the end of the year.

Netscape is positioning itself so that as the broadband cable market matures, they will be in the position to help industries take advantage of the new channel.

Partnerships – Creating Eco-centers Increases Revenues

The term partner as used in commercial strategic partnerships, is not in the DOD vernacular.  Within commercial industry a partner is a firm that you have joined forcers for mutual benefit. One winning strategy is to work to tie your product closely to your partner’s product.  This unique relationship gives each partner a lucrative incentive to work for the other’s benefit.  Their revenues and therefore their fates are tied. This often manifests itself in broader marketing, cross-sales, referrals, and direct buys based on your partner’s customer’s clients.  This type of relationship works will in a global context.

With the Professional Services (PS) organization assuming an expanded role with partner implementations of Netscape technology, a new practice was created last quarter to enhance partner coverage, strengthen the link with the sales organization and maximize the effective use of PS resources throughout the Americas.  As reviewed at the kickoff meeting, Tom Dicker created the Vertical Partner Practice and was named Partner Practice Director for Professional Services.  Tom and the Partner Practice will initially focus in North America and ensure a strong link between PS and Netscape's Global Systems Integrators, Regional Systems Integrators, and Other Equipment Manufacturers (OEM) Partners. 

Currently there are 84 partners who work with PS and participate in the Netscape Services Network.  In 1998 many of these partners provided over 1500 hours of work toward PS projects and several over 5000 hours.  Netscape Professional Services also participated with partners in their sales and installation engagements, offering technology experts to facilitate quality implementations.  The intent of the Partner Practice is to enable a direct link for partners to access Professional Services resources and intellectual property to be used in their own engagements with their clients.  The objective of the practice is to expand the Netscape Economy, further enable partners, and expand incremental revenues for Netscape from architecture and design, technology consulting, product training, and “repeatable solutions” component software and services.  Can DOD partner with industry?  To truly do so would require drastic FAR changes and a culture change in how we perceive our contractors.  Right now there seems to be a prevailing us versus them attitude.  Pursue lowest cost verses best life cycle value.  Additionally, commercially viable products often come with a robust after-purchase support plan.  One of two things too often happens in the DOD procurement system.  Products are bought without a long-term support package or end users are unaware of the purchased support package.  A change in the FAR combined with a culture change would allow DOD to gain and maintain a trusting long-term relationship where DOD accepts a healthy, profitable contractor that is providing exceptional products and services that are revenue incentivized.

Defining and Guarding The Corporate Crown Jewels

Predominantly, Netscape is an intellectual property company.  As a software company, designing and building hardware is not core to their business.  Netscape has no special design process to protect no integration technique to guard, and no underlying technology that gives them an edge over their competition that would warrant protection.  They compete in an industry that differentiates itself on “features.”  Features are ubiquitous in nature.  All software firms know which features are wanted most by the consumer market.  Features are quickly designed and easily duplicated.  Therefore product design cycles demand new software versions which include the latest features.  Time to market is a primary indicator of software business success.  Netscape does not execute a unique design program.  Their success is based on the talent of their personnel.  Netscape’s crown jewels are its ability to attract and retain software engineering talent—their intellectual property.
Crown Jewels and Their Characteristics:  Having said that, the “crown jewels” of Netscape are their personnel.  The basic characteristics of the workforce are:

· College degree plus (management having business degrees)

· Young (averaging 25)

· Energetic (workday often voluntarily lasts over 12 hours)

· Motivated (the lure of industry with all of its instant millionaires proves to 

How Do They Protect Them:  They take pride in having a diverse workforce.  But having such a force brings with it its own inherent problems.  

· Work in a fast paced, new age market

· Newest software development equipment

· All employees go through a background check (rudimentary as compared with DoD background investigations)

· Foreign born employees are brought in under work Visas (comprise more than 10% of workforce)

· Stock options

· Innovative perks (company concierge, on-site dental care, free meals, coffee, sodas, and bring your pet to work program)

· High pay

· Uplifting work setting (flexible hours and opportunity to telecommute)

· Flexible and often, individually focused incentive packages 

Human Resource Programs

As was mentioned in a previous section, Netscape considers their people the most critical key to their success.  Netscape competes in a demanding personnel environment---Silicon Valley.  The company must offer a very robust human resources program to attract and keep engineers.  Because of this hi-tech talent draw and the need for the products these engineers produce, California is going through a new age gold rush.  But this time it’s the terminology is not mines, veins, and the mother load but software engineers, pre-IPO (initial public offering), and killer applications.  Here is a composite list of the most notable benefits and programs offered by Netscape:

Club Excellence:

Club Excellence is a company-wide incentive program aimed at rewarding outstanding performance.  Simply put, Club Excellence aims to recognize the best of the best at Netscape! Employees who are selected as the Club Excellence Recipients are rewarded with a trip for two to an exciting destination where Senior Management recognizes and honors the outstanding achievements of each Club Excellence member.  This year’s recipients were treated to four days in Hawaii.  While there, senior-level management hosted seminars, dinners, and allowed the recipients and there family time to explore the islands.  Nominations are taken from anyone in the company.  There is a special category for nominating management.  In this way, Netscape can find and track up and coming leaders!

Club Net:

The Club Net program was implemented to support and enhance the quality of life and work for all employees at Netscape.  The services offered through Club Net accomplish this in several ways:  

· Educating employees on fitness, health and wellness issues 

· Sponsoring on-site seminars, classes, and special events geared toward improving health and wellness (yoga, tai chi, ergonomic training, massage services, etc.)

· Providing on-line information on local leagues, recreational activities, affinity groups and links to other resources 

· Coordinating group activities and providing information/referral based on specific fitness and wellness needs. 

The stated goal of Club Net is to help employees maximize their personal health and wellness, so they are able to realize the highest potential possible in all areas of their work and life!!

Work/Life Programs:

Work/Life programs are offered to reduce the amount of time employees spend out of the office tending to family related concerns. They serve to both reduce family stresses as well as increasing productivity.

Feeling Better, Get Well Day Care for Kids: Feeling Better is a ‘get well daycare for kids’ offering care for children who are ill and unable to attend their regular daycare or school.  Employees call them when there child is sick and they are asked a few questions to determine whether they can accept the child or if additional care is needed. They also provide after hour’s contact. Common Childhood ailments are taken such as: 

·      Asthma 

·      Fever 

·      Colds 

·      Ears, Eyes, Nose and Throat Infections 

·      Bronchitis and Pneumonia 

·      Vomiting and Diarrhea 

·      Post-Op and Broken Bones 

Pre-natal classes: The prenatal support education seminar is a 2 1/2 hour seminar taught by Mother & Me.  The cost of the seminar is free to Netscape employees and classes are  scheduled based on employee demand.  The topics covered include:  

· Breastfeeding basics 

· Milk collection and storage techniques 

· Normal breastfeeding behavior - what to expect the first 6-8 weeks postpartum 

· Latch-on and positioning techniques 

· Common breastfeeding problems and solutions 

· When it is safe to offer breastfeeding by bottle 

· How to choose a nursing bra and when to purchase necessary nursing mother's accessories 

· Physiological changes that occur when nursing 

· Nursing in public 

· Quality breast pumps and usage 

· Partner/father involvement 

· Nutrition for the nursing mother

Other Work/Life Programs include: assistance in securing low cost education financing for the entire family grades K-post graduate; a Web based application for Prudential members that allows individuals to review plans, claim history; and extensive services in the areas of dependent care and educational information/planning.  Some of the specific services available include: prenatal planning, adoption assistance, child care services, emergency services, adult care, school programs and financial planning for educational needs as well as specialized dependent care needs.

Education: 

Their plan covers 100% of tuition, registration fees, lab fees, and required textbooks up to the annual maximums listed below.  Annual maximums are based on the term begin date of the course.   

· $[omitted] per calendar year for Full-Time employees working 30-40 hours per week.   

· $[omitted] per calendar year for Part-Time employees working 20-30 hours per week.   

The tuition cap is based on the Term Begin date within a calendar year. When a course is approved, the approved amounts will be added to the tuition cap for the year in which the course began. For example, if an application is submitted and approved in December, 1997 for courses that begin in January, 1998, the approved amounts will apply to the 1998 calendar year. Likewise, when a reimbursement is made, the reimbursement amount will apply to the tuition cap for the year in which the course began regardless of which year the reimbursement is actually made.

Employee Assistance:

EAP stands for Employee Assistance Program. The EAP is a counseling and referral service designed to help employees and their eligible family members resolve any personal concerns they may have, so they can be their best at work and at home.

The services are as broad as the kinds of problems people have. The EAP is set up to provide brief counseling for issues such as parenting concerns, marriage and family distress, alcohol and drug misuse, stress related to financial and legal problems, emotional stress, conflicts at work or home, life crises and other personal problems.

Legal Assistance:

Netscape offers an off-site group legal program on a voluntary basis via payroll deduction. This plan gives employees and their dependents easy access to professional legal representation at an affordable price. This coverage includes office consultations, telephone advice, civil litigation defense, document preparation, sale or purchase of home, wills and trusts (assets up to $625,000). If they see a Network Attorney, all covered services are paid in full, there are no limits on their use of the advice and consultation benefit, and no deductibles or copayments. Employees may also choose a Non-Plan Attorney and will be reimbursed according to a set fee schedule.

Compensation:

Although some salary scales were disclosed to me this year I will only give a general comparison between those and the DOD.  It was abundantly clear that compared to Netscape pays more to comparable skill levels than the DOD.  Netscape pays salaries at the 70% within its industry.  This is mainly due to the highly competitive employment environment within Silicon Valley.  However, even taking the Silicon Valley factor into account, the DOD does not match comparable commercial salary levels.  The DOD uses certain intangible benefits (commissary privileges, low cost entertainment, and tax free housing supplements) to try to offset this difference.  However, the commercial market also has intangibles. I doubt if the DOD compensation model takes into account non-salary related benefits.  The DOD may be able to track comparable salaries but they cannot track the extremely tangible ‘intangibles’.   Most employment decisions in the high tech arena within Silicon Valley are not based on base salary, but stock options.  The biggest draw of software engineers to software firms is not base salary but stock options.

Culture:

Netscape has gone to great lengths to maintain a small company culture.  The same culture that existed when a handful of programmers gathered in a living room or garage to start a new software company.  They worked long hours, often until early in the morning, ordering pizza and keeping the coffee percolating.  Netscape has incorporated into policy some of the things that keep that culture alive.

Pets are allowed in the workplace at Netscape.  Dogs are invited as one of the family.  They are provided company picture badges and are commonplace in conference rooms.  Coffee, cokes, hot chocolate, tea and sparkling water are free to employees.  Managers often put design team lunches, dinners, and project t-shirts on their managed corporate expense account.  Business units often chip in to buy pool, foosball, ping-pong and air hockey tables.  Just outside the corporate cafeteria, you’ll find a basketball court, roller hockey rink, and beach valley ball nets.  Company sponsored Friday afternoon beer busts are common.  Employees are allowed artistic license in decorating their work areas.  Some bring in couches or coffee tables while others use a motif (star wars seems to be a favorite).

Mergers and Acquisitions

ZDnet News, an Internet technology news service, recently reported “The impact of an AOL/Netscape merger cannot be overstated: It holds the potential to reshape the direction of cyberspace.”  Market capitalism seems to follow the laws of Nature.  It abhors a vacuum.  Both Netscape and AOL determined they had gaps in their market coverage.  The two joined, dove-tailing nicely, to form a much stronger force in cyberspace.   

Within the company, news of the take over had immediate impact.  AOL was clearly a business to consumer environment.  The applications division at Netscape was focused on producing software critical to core business.  A cultural difference that every software engineer considered vital.  Some said this was akin to a newspaper’s comic section buying out and running the editorial page.  Because of this there was some initial reticence in Netscape’s employee base.  

However, after getting past the initial ‘what does this mean to me on a personal basis’ employees were quick to adapt to the new culture.  Why?  They basically saw a real sign---the capitalist system voted and determined this merger was a good thing.  That voting took place by way of a nearly 50% jump in Netscape stock in less than a week.  Since every employee had stock options, as the stock price sky rocketed so did employee morale.

During this transition, HR was given a key role to play.  Special incentives were crafted to maintain retention rates during the transition.  Key employees were given additional bonus in cash and stock.  But it was the rise in stock price that helped retention the most.  Most employees stock option plans matured over a three or four year period.  Higher stock prices enticed employees to stay with the company until they reach 100% vesting.

The Senior Vice President for the Applications Division made the case of this being analogous to many of the recent takeovers in which Netscape was the buyer.  In agreeing to the deal, the Netscape board of directors obviously determined this was not only in the best interest of the company, but given the market conditions, the best time to execute it.

Hi-Tech Collaboration

The use of technology to facilitate work collaboration is apparent at all levels of the company.  Many new and different methods are used to continually find the easiest, cheapest, most efficient, and most accepted means of sharing information.  These tools open communication to a wider audience and provide immediate feedback to managers.  Additionally, they support wide and timely distribution necessary to keep the company agile in terms of training, company focus, and human relations.  Additionally, Netscape uses collaborative tools to educate and excite its sales and support services on new product features, product roadmaps, and customer feedback.
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Company Community Forums

Company Community Forums are online communities where employees can share their views on topics ranging from core business to Web culture.  Discussion forums are facilitated by experienced hosts and sparked by special events with industry leaders.

Newsgroups
Newsgroups are heavily used in managing the design of software.  These newsgroups serve as a reflection and record of email traffic.  Engineers use newsgroups to discuss design, bugs, and software performance issues.  Field technical representatives can post information or trouble ticket response requests for the design time to respond to.

On-line Presentations

A Company called Placeware builds one such tool used by Netscape.  Placeware makes software and services to enable presentations to a large group of people entirely online.  You start with a PowerPoint presentation that you would normally want to present to a group of people in a real meeting room or auditorium or conference.  You set up an online conference using either the software or a corresponding Internet service; each audience member sits in front of his/her PC anywhere on the net and logs in to the conference a program that is downloaded into the user’s browser on the fly.  During the conference, the audience members all see the presentation of slides, listen to the presenter (either via a normal telephone conference call or via Internet audio), and are able question the presenter.  Online presentations offer all the normal things done in live conferences.  The entire presentation (including audio, questions and answers, etc.) is then archived and can be played back later, entirely online.  At the time of this writing, up to 1,500 simultaneous users can be supported in one event.  The company has plans to scale this upwards in the future.

Additional capabilities of the system include:

· The audience can be asked polling questions in real time.  For example, the presenter can type in “what’s your age?, 18-25, 26-35, 36-50, 51+” and instantly all audience members get polled, and poll results can be displayed on a chart in real time that everyone can see (or not).


· The audience can be presented with anything on the web in real time – e.g., a streaming video clip or a form to fill out.  This provides a very powerful way to augment a normal PowerPoint presentation, e.g., pointers to additional information, solicitation of more information from the audience, audio and video clips, and the like.


· The presenter has complete control over what capabilities the audience has: whether they can ask questions; whether they can skip ahead in the presentation; whether they can communicate with one another; etc.  At one extreme the audience members can be locked down completely, so they can’t do anything but watch the presentation.  At the other extreme audience members can interact, ask questions, skip ahead, add their own slides to the presentation, etc.


· Audience members can take places in a seating chart that allows them to chat with other audience members in the same row.


· The presenter can moderate questions, or the presenter can have a separate moderator moderate questions.

Conference Calls

Another collaborative technique used is the Customer Reference Roundtable. The Customer Reference Roundtable is a conference call hosted by Netscape that puts prospective clients in touch with existing customers. In these calls, prospects speak directly with those who have successfully deployed Netscape products and services.  In this way, satisfied customers spur on those companies still deciding who to contract with.  In addition, industry analysts that listen in get a feel for how endeared customers are to the product.

Mapping Netscape to the DOD

At Netscape, the faster the required change needed the more swift the sharp Swiss sword.  The amount of the cut was proportional to how drastic the change was.  In the most recent example, in order to take advantage of market opportunity required the company to adopt an adapt or die attitude.  Netscape used quick adaptation techniques to take advantage of a burgeoning niche in the business software market.  Their marketing department determined customers wanted a few key features and they were willing to pay heavily for them.  Since one or two of these features would greatly accelerate their entry into Net Economy.  Therefore, these the ability to provide these features were heavily weighted during the contract proposal and process.  In true Netscape management style, the engineers, not senior management, were the drivers in how Netscape organized and pursued feature implementation.  They were closest to the problem.  They knew what needed to be done and how long it would take.  Management ensured they had the tools and resources to complete the task.  The DOD boasts the ability to push down execution decisions, but not to the extent seen here at Netscape.  Not all of the culture, business process, or thought processes seen at Netscape apply to the DOD, but there may be a few areas that could be tweaked and used to DOD’s benefit.

The move to outsource

Netscape outsources two different ways. Internal functions are outsourced to gain operating cost reductions while external functions are outsourced to increase revenues.

Internal Functions: Internal facing processes and procedures include those things a business must do to support their product development and sales.  Often these functions are deemed to be non-line or supportive.  Examples of internal functions Netscape outsource include:

1) Portions of HR:

 On-site travel agency

 Cafeteria services

 On-site concierge

 Facility security

 Legal and medical plans

 Work/Life Programs

2) Portions of IS:

 Lease desktop computers

 Worldwide Internet Service Provider

 Copy Center services:  Advertising that the Copy Center knows how valuable the individual employee’s time is, their services include: large and small copy jobs, quality work with quick turnaround, pickup and delivery upon request, able to send PowerPoint presentation by email, and all work is confidential

3) Portions of Marketing: As typical of any mid- to top-level business, market research and analysis (trends and advice) are garnered from outside the firm.  Netscape enlists both industry and press analysts to “feel” the market and test positioning and new products.
External Functions: Externally focused functions that are outsourced are those additive features that are not included in Netscape’s basic software.  By making their software more robust by outsourcing, they hope to buy quicker than it can be internally produced.  They cut time lines by integrating previously built and tested software with key features already imbedded.  This make versus buy decision is made almost entirely on time to market considerations.  The faster they can get the new version to the market the higher the market share and revenue gain. Their strategy is to either set up a direct relationship with a company that has already developed a compatible feature or, if market outlooks show the externally available feature is a future revenue maker, the decision to buy out the company rather than partner could be made.

· Offshore development: Moving development offshore offers two incentives to Netscape.  First is lower development costs.  As an example, the software engineer cost at their recently opened Dublin Ireland office is 50% less than that of a comparable skill level programmer in Silicon Valley.  Another type of offshore development is used when Netscape wants to translate its software into local look and feel.  In this way, Netscape globalizes its software.  

· 3rd Party Software companies (partnerships): If a partnership is decided on, then Netscape will negotiate an agreement with a 3rd party software firm that allows the bundling of the two programs into one offered package under the Netscape name.  Under these agreements Netscape usually share sales, marketing, and/or post-sales support with their partner.

· Referrals:  Referrals are used when a negotiated bundling cannot be made or the features provided by the 3rd party software house do not dictate closer ties.  In this case the customer is referred to a list of compatible software that can add to Netscape’s functionality.  Netscape is not required to guarantee compatibility and does not provide after market support for the referred product.  In addition Netscape does not share any product liability.

Netscape is in a unique situation.  The demand side of the market they play in far exceeds the supply side.  Corporations pay a premium to try to get a technological edge over their competitors.  Since the market is greatly skewed to the demand side, Netscape is not required to fully optimize costs to produce more revenues.  A future (it may take years) maturing market and the leveling of demand and supply sides will be the impetus behind Netscape’s interest in finding cost efficiencies, manifesting itself in more internal outsourcing.

HR

“Recruiting, retention and readiness are inseparable”

      Brig. Gen. Peter Sutton

      Commander of Air Force Recruiting Service

The largest section of this paper was devoted to showing the breadth of programs offered by Netscape.  They showed that when it comes to human resource programs, DOD has a problem going head to head with even small companies in this robust economy. Two things prevent the DOD from being able to compete on the same terms as companies like Netscape.  One, the DOD does not have a cohesive HR program.  Two, the DOD does not have the flexibility to implement many of the most successful corporate HR programs.  It is clear the DOD cannot compete head-to-head with companies like Netscape without a major overhaul in our HR programs.

When you look at how the DOD organizes its HR program you quickly determine there is no central organization ensuring all programs are focused and effective.  DOD offers a number of very effective programs.  However, there are gaps in HR coverage when comparing DOD services to the commercial sector.  Additionally, as a whole the programs are not managed under one chain of command. Just looking at a short list of services show that these programs are managed by different geographically separated offices: pay, health and medical, service member and family support, recruiting, training, and recreation.  This has a debilitating effect in many ways.  Programs often compete with each other for the same services dollars.  Overlaps or gaps in services appear without the knowledge of the programs. Each disparate HR shop has different goals, metrics, customer satisfaction levels, etc.  Gaps and redundancies in services are prevalent.  Our functionally, geographically, and disparate ‘HR’ organizations lack the synergy found within industry.  The DOD should combine ALL human resource programs under on chain of command.  This would help tie HR services to broader DOD requirements.  This would alleviate some of the redundancy and gaps in service.  Commanders would be able to affect changes necessary to buttress morale.

Like most civilian companies Netscape employees are given a number of different options and programs they can sign up for.  Industry is adopting a policy whereby the individual employees pick and choose the programs they consider to be most important for both them and their family.  Often they are also given the option of taking compensation rather than the service.  These robust packages are put together in what the company considers to be a ‘one size fits one’ program.  A ‘one size fits one’ program means each employee receives a tailored human resource plan.  DOD can also adopt the ‘one size fits one’ method.  Initially, this can be accomplished by provided additional health, dental options, and life insurance options.  

Flexibility is seen in the amount of authority management is granted with respect to offering compensation and bonus packages.  Managers are allowed to provide spot bonuses as well as bonuses tied to company performance.  In addition, corporate pay scales are based more on skill set (what you bring to the company) and less on longevity.  It is clear within DOD that some E-4s are more valuable than other E-4s.  DOD can change in two ways in this area: one, provide a mechanism whereby commanders have the authority to grant compensation bonuses; and two, DOD pay scales should be changed to reflect differences in skills. 

The robust economy has made DOD relook at some of the programs it offers its personnel.  However, some of the recent changes haven’t gone far enough.  The base compensation continues to lag farther behind the civilian sector and, because of their own demands, the civilian sector is introducing new and innovative programs.  Combining a number of DOD HR programs under one hat, adopting the ‘one size fits one’ style, and providing more flexibility in compensation may put meat on the ‘people first’ mantra that hallowly echoes through the Services. 

Reverse Reservism

Closely tied to HR programs this section offers an option in relieving gaps in DOD mid-grade enlisted and officer slots.  Pick up any newspaper and you’ll find articles on how robust the current economy is.  Scratch the surface a little and you find one of the main drivers in the current bull market is growth of hi-tech companies. A recent CNN article highlighted that nationwide the unemployment rate for high-tech careers is extremely low, 1.6 percent for engineers and 1.2 percent for math and computer scientists last year.  But this is just one of the problems that DOD faces in recruiting and retaining technology specialists. But there is a new problem.  The growing lack of trained workers has become a common complaint in the high-tech industry. College students are opting away from high-tech degrees even though the computer industry is desperate for well-trained graduates, according to a recently released study.  The report, issued by the American Electronics Association (AEA), found that high-tech degrees -- including engineering, math, physics and computer science -- declined 5 percent between 1990 and 1996.  Preliminary findings from 1997 and 1998 indicate the trend is continuing.  Since the DOD is competing for the same dwindling pool of talent, the slowdown in the pipeline makes the job even more difficult.  But turned around and looked at another way.  Can the reduction in the number of available technical trained be a recruiting boon for the Services?  Can our offering post-service technically trained individuals be used as a bargaining chip with industry?  This may certainly help our accession problem but does little for retention.  This also plays well when looking at the Youth Attitude Tracking Study, introduced by the SecDef’s Annual Report to the President and Congress 1998, which found that, after getting a college education (32%), the second biggest thing associated to military enlistment was vocational training (24%).  However, once fully trained the Services are hard pressed to match the compensation and benefit plans found on the commercial market.  

So how is this for out of the box thinking?  When soldiers sign on and have the aptitude to excel in a hi-tech specialty, they are interviewed by a set of hi-tech companies (Microsoft, Cisco, AOL, Hughes, etc).  In this scenario the soldiers are hired as reservists in the cosponsoring companies.  In other words, they have a guaranteed slot in the company after their hitch.  Initially they are given a multi-year enlistment or commission.  While assigned to the military they are sent to all the basic and higher technical schools available to him in the civilian sector.  The cost of this training can be entirely borne by the DOD or shared with the cosponsoring company.  They are allowed some time period per year (two months sounds reasonable) to work at the company, both receiving company specific training, support product development, and receive a good understanding of the trends outside the military.  At the end of their military hitch one of three things can happen.  1. The fully qualified soldier elects not to reenlist but rather joins the company full time.  2. The fully qualified soldier elects to reenlist and the time devoted to the company is renegotiated (e.g., 6 months spent in the service, six months with the company).  3.  The fully qualified soldier elects to serve ONLY in the service.  In this case they are given a warrant commission or a separate technical track and the cosponsoring company is provided a compensation package. 4. The unqualified (in hi-tech talent not discipline), soldier reenlists and is cross-trained in a lower tech field.  They are also dropped from the sponsorship program.  Or 5, the unqualified soldier is not allowed to reenlist , nor are they hired by the sponsor firm.

Another variant on this approach is to team with industry so that a number of middle enlisted and officer slots are outsourced to civilian firms.  Interesting enough there is a civilian industry program that does this.  The problem with a group of programmers getting together and producing a high demand software program is that eventually they have to run a business.  However, many of these same programmers either do not have the aptitude or the desire to be a manager, marketer, salesman, or worry about finances. Execu-temp companies are now popping up in Silicon Valley.  A startup company can go to the Execu-temp and hire experience VP’s of Finance or Marketing.  Nearly any type of executive is available.  The temporary, fill-in executives do the job until a permanent hire can be found.  Or, if the executive and the company like each other, a longer-term relationship is born.  Like this commercial example, individuals participating in DOD’s execu-temo program would serve a multi-year hitch and enjoy all of the benefits the service can offer but would receive additional compensation from the cosponsoring company.  However, they would not be subject to the same promotion requirements.  Their value added would be in transferring business knowledge to the Services.  Companies should be able to rotate individuals in and out of these positions at the same rate as the DOD PCS individuals today.  

Use of Business Consultants

This may be intuitively obvious since the Corporate Fellows program has sent more Fellows to the Big 5 then any other industry.  But certain areas have not been exploited.  Industries not only turn to consulting firms to answer the perceived “big” issues, but also look to them for help in many smaller issues.  Consultants are not only a senior management tool, but are used by business units to find improvements and planning support.  Industries constantly go to consultants to determine best practices.  What is the industry average for IT overhead expenses?  How are companies handling Travel and Expense Reporting?  Recently a new market niche has formed around the tracking of Travel and Expenses.  Companies have been able to reduce costs while increasing efficiency and generate new revenue by leveraging technology. Business consultants are an integral piece of the strategic planning and tactical execution of business by researching trends and helping businesses incorporate the same.  One vital aspect of business consultants is that they provide a repository for best practices.  

Netscape routinely uses Industry Consultants for research, analysis and reporting on the business impact of technological changes.  These Consultants often place couch their results in terms of a value proposition for the company.  The Consultant tries to clarify corporate and product strategies, highlights technical advantages, focuses on return on investment issues and provides its analysis of competitive advantage.  For example, Netscape has Aberdeen Group on retainer.  Aberdeen offers a host of services to Netscape, to include:

· Strategic Planning

· Change Management

· Y2K: Business Assessment and Advisement

· Mergers and Acquisitions

· System Migration

· Distribution Channels

· European Currency

· Professional Services

· Enterprise Resource Planning /Supply Chain

· Customer Interaction Software Services

· NT: Design, Deployment and Management

· Y2K and embedded Systems

· Educational Services

· Vertical Industries

· Telecommunications

· Utilities

· Healthcare

· Retail

· Enterprise Business Applications

· Customer interaction Software

· Enterprise Resource Planning

· Electronic Commerce

· Performance Assessment

· Data Knowledge and Decision Support

· Network Services

· Network Operating Systems

· Information Security

· Internet Infrastructure

· Directory Services

· Middleware and Messaging

· Enterprise Java Services

· Enterprise Management

· Networking and Telecommunications

· Networking

· Computer telephony integration

· Multimedia

· Managed Services

· Telecommunications Hardware and Software

DOD can use business consultants in a similar manner.  Predominantly, business consultants are used in and around the Washington DC beltway in strategic planning.  However, there is a need to help CINCs, major commands, and units implement and execute change.  There is a place for some level of consultation at the unit level.  These same consultants that provide a repository for business best practices can do the same for the DOD.  Where better for DOD to determine the best in industry trends?  Where better to cross-flow ideas on how to better execute DOD’s business end?  How better to provide to mid-level enlisted and officer corps information on business trends?  The key to improving the business process in DOD is to incorporate the best commercial practices and adapting their use in a warrior culture.  Business and the art of war do not have to be two separate thought processes.

Using Hi-Tech Collaboration

The DOD has already progressed in the area of using online services to pass out information to a wider audience.  But other than rudimentary email news blurbs, the online information flow is still rudimentary. Netscape fosters a culture of information sharing.  Engineers working odd-hours often post design notes on the network for others to follow and provide feedback.  Marketing and sales use online sources for training or customer contact.  The culture dictates that information sharing increases efficiency.  DOD can benefit by thinking in similar terms.

Currently, DOD has taken advantage of one-to-one communications methods for years (e.g., 2-party telephone calls, emails, faxes, etc). The number of DOD Internet sites is growing.  However, most DOD sites quickly stale due to lack of continuous updates.  Why aren’t they updated?  Most site content is just brochure-ware.  This often happens when someone high enough in the chain of command gets the idea that a particular Web page has merit and issues an order to get it produced.  The Web site is published with little fanfare and then slowly dies because of its lack of a broad audience base. If the information is not pertinent the impetus to maintain it quickly wanes.  Additionally, sites must be interactive.  Give and take sites are most productive and have the widest audiences for information sharing.

There are very few multimedia DOD links.  Most links either have outdated content or contain a not-so-stand-alone briefing.  You leave most sites thinking it sure would have been nice to hear the words behind those cryptic slides that are online or it would have been nice to have a particular question answered during the presentation.  Netscape continuously searches for tools to increase the speed and efficiency of interactively communicating information both internal and external to the company.  The DOD can use these same tools: online collaboration, conference calls, newsgroups, and community forums.  I will address the use of three out of four of these below:

Use of online collaboration provides a one-to-many or many-to-many information distribution capability.  Either audience or briefer can dynamically change content.  Questions and responses are given real time.  The content and sense of urgency are felt by all.  DOD can use online collaboration to supplement or replace professional conferences, staff meetings, orientations, impromptu briefings, acquisition program meetings, etc---the list of ideas is endless.  Any time there is value for multiple personnel to hear and interact in a discussion, this technique can be used.  Taking advantage of the ubiquity of the Internet can reduce costs and time, while increasing information availability.

Newsgroups are the electronic equivalent of the unit bulletin board.  They allow anyone in the company to post information for the rest of the company.  Everyone does not require their own computer sitting on their own desk to make this happen.  A piece of information is posted and readers can, over time, post their comments (anonymously or not).  This is an excellent tool for non-time essential information.  This can be used in the DOD as another tool for feedback or as a training device.  For example, two maintenance companies at widely dispersed locations can both post information garnered on the newest process for increasing equipment availability rates.  This technical cross-flow helps spread best practices to a wider audience. 

Community Forums are like newsgroups but they allow real time discussion on the topic area.  You can consider them to be conducted like a town meeting.  As such, they are perfect forums for human resource related information distribution.  They are an excellent tool for gaining feedback on people programs and process improvement initiatives.

The DOD needs to provide active information flow.  This means stepping up from the newspaper or brochure mentality to using tools that provide prompt and pertinent information feedback.  Use of video streaming, Internet audio, and others open new paths for information to flow to and from all levels.  Cross-flow between peer organizations is crucial to improving the way we do business.  We do well at identifying best practices, but we do poorly at duplicating them around the world.  Tools such as online presentations, conference calls, newsgroups, and community forums go far in closing this information sharing gap.

Industry PME: Professional Reading

"Rommel, you bloody [expletive removed], I read your book"

             George C. Scott, from the movie Patton

On the whole, I consider hi-tech managers in the commercial world to be better read (with regard to their business/industry) than their DOD counterparts.  As in the military, professional reading is commonplace within industry.  Articles and books written by CEO's, visionaries, management specialists, and industry analysts are discussed, imitated, and trashed at a staff meeting or over a cup of no-fat Latte. As a young company in a maturing industry, Netscape does not have a formal executive training program.  Even so, I found it interesting that all levels of management spent a great deal of their ‘spare’ time reading what we would consider research material.  Their interest is to glean information from the printed word that could give them a better handle on their competition, potential partners, potential buyers or buyouts, and market and technology direction.  They pick and choose best practices to find ways to save money by implementing cost management ideas or increase revenues by exploiting new market trends.  They are open to rapidly test bedding ideas they find.  They also understand and expect that everything they test bed will not succeed.  However, this voluntary research often results in somewhat flighty strategic planning.  

Professional technical organizations DOD has teamed with come closest in helping to close this knowledge gap.  However, they cannot do the job completely. We spend a great deal (100%) of our professional military education discussing the nuances of officership and the art of war.  Support officers are given no formal proficiency training once their career is on track.  This leaves a broadening knowledge gap between where the commercial world is heading and where support officers guide the business side of the DOD.  Compensating for this is the corporate knowledge brought in by political appointees within the Secretariats, however this is a very shallow veneer.  While most high level civilian government officials have well placed industrial connections, often being able to open the door to the CEO's office, this ability to liaison does not transfer down through the ranks.  Junior and mid-grade officers are not formally given the opportunity and take very little self-initiative to stay informed to the latest in technical and business process trends. Senior DOD leadership make business strategy decisions based on their informed understanding of the commercial markets.  However, once these strategies are formulated, the executors are the mid- and junior-level officers.  They are given budgets and mission constraints and execute buying decisions on their knowledge of the industry.  Because of this, a disconnect often appears in knowledge base of those that set policy and guidance and those that are required to execute.

I recommend specialist tracks be introduced at each level of officer PME.  A couple examples easily come to mind, Communications officers should take an IT tracks focusing on technology trends and its application in the corporate and military worlds.  Likewise, logisticians should take a track that includes case studies in Fedex, Sears, Walmart and 3rd party logistics.  The tracks allow officers to continue to stay in touch with their specialty within the commercial construct.  Additionally, DOD should sponsor more joint (DOD/Corporate) forums, open to wide audiences, to share information on DOD and corporate best practices.  I further believe, this formal education will entice support officers to stay in touch with industry trends.  Nurturing and being the best officer in times of peace and war requires our support officers to be the experts in their specialties. DOD should foster a culture that expects and supports professional reading in specialty areas.  This should not be limited to articles and books on general business management principles but on trends and revolutionary thinking---on how to turn the world on its ear---that allow the DOD to be an active participate in steering the course of future industry affairs.

Epilogue:  AOL and Netscape: The Road to the Future

Last month, the SEC gave the final blessing to America Online’s (AOL) takeover of Netscape.  Like Netscape, AOL deals in intellectual property.  But there is a slight twist.  AOL business is a service not a software license offering.  Everything their product has to offer is seen when their customer, or their competition, signs on to their sites.  Screen faces and functions can be easily replicated.  Their competition can and do buy the same hardware infrastructure that enable the service (e.g., buying hardware switches from Cisco or Servers from Sun Microsystems—driving the Internet).  Even though their products slightly differ, AOL’s success is based on the same business traits that Netscape exhibited:  strategic partnering supplanting competition;  dominance comes from being nimble;  concentrate on maximizing speed in lieu of efficiency;  test drive new ideas;  good ideas come from all levels;  and, a corporate culture that understands the company with the best ‘time to market’ is king.  

Dear Team:

We want to take a moment once again to welcome you to America Online and tell you how proud all of us are to be teaming up with a company that has helped define our industry and that has set the standard for dynamic innovation, market responsiveness and technological excellence. We are counting on Netscape’s incredibly talented team to make our combined company smarter and faster, and better able to lead this industry.

The missions of our two companies have long been the same: To make the Internet widely accessible and to build a medium that will change people's lives in extraordinary ways. Combining the outstanding Netscape and America Online brands will put unparalleled strength behind our efforts to fulfill that mission. As Netscape joins America Online, our combined company is at the forefront of this new medium – and extremely well-positioned to seize the opportunities ahead.

We will put our full resources behind the development of Netscape's businesses, products and technologies while, at the same time, applying Netscape's strengths across all of our brands. We are just as committed to continuing the support of Netscape's open source initiative through mozilla.org.

Our exciting strategic e-commerce alliance with Sun Microsystems will bring together your successful enterprise business with Sun's strong technological capabilities and AOL's ability to deliver an audience – a combination that will lead the next big wave of growth in the Net Economy. Every company around the world is realizing that that they need an online presence to benefit their business, and they are looking to us to provide solutions.

 As discussed at the All-Hands meeting, we are creating a new organization that will bring together the best of our cultures and maximize the strengths of each company, including a number of outstanding Netscape executives in broad, senior management roles. 

We are looking forward to having the Netscape team as part of America Online. You have established yourselves as leaders and innovators in our industry and we appreciate how valuable you will be to our company. Over the next couple of weeks, you will hear more about the new organization. You can learn more about your new benefits at the America Online-Netscape Integration Web site.

As part of the integration of America Online and Netscape, however, redundancies and our new organizational structure will lead to some job reductions across the Company. After looking at our combined resources company-wide, we have determined that there will be reductions at both Netscape and the rest of America Online, Inc. While we have not made final decisions, we anticipate the reduction of [data omitted] positions at Netscape and approximately the same number across America Online's other operations, out of a total workforce of about 12,000 people.

Although this process is painful, we commit to you that it will be fair, based on the alignment of specific skills to our business objectives. And we will complete this process as swiftly as possible – within a couple of weeks. We will be providing generous separation packages and effective outplacement assistance for those employees whose positions are being eliminated. For more information about the packages, please go to the America Online-Netscape Integration Web site. 

We must continue to be nimble and remain flexible to maintain our leadership and avoid the redundancy and lack of clarity that can result in a slow-moving bureaucracy.  We are moving to this new structure to make it easier to do business internally and help us better serve our partners, customers and members. 

When this transition is completed, we will have a more robust company with broader skills, more assets, and clearly segmented brands – and we will operate seamlessly from multiple locations, across the country and around the world.

We want to reiterate how excited we are to bring the world-class Netscape brand, products, technology and people into the America Online organization. We believe this new organization leverages the strengths of Netscape and America Online to take our company to even greater heights. Thanks to all of you for your help in making all of this work.

Together, we can make history building a new medium we can all be proud of and a company that we hope will become the most valuable and respected anywhere.

                 Warm regards,

                 Steve [Case] and Bob [Pittman]

Appendix I: Net Vocabulary

	ADSL
	Asymmetrical Digital Subscriber Line is a method for delivering high volume bandwidth over conventional copper wiring (cable) at limited distances.  Provides downstream rates from 1.5 Mbps to 9 Mbps.

	Bandwidth
	The amount of information that can be transmitted over a network connection.  Data travel over bandwidth in bits-per-second.  A full page of English test is about 16,000 bits. A fast analog modem can move about 28,800 bits per second.

	Browser
	See Web Browser

	Com
	A domain name suffix denoting commercial entities such as corporations.

	Cyberspace
	The whole universe of information that’s available from computer networks.  

	DSL
	Digital Subscriber Line provides dramatically increased digital capacity to ordinary telephone or cable lines into the home or office.

	ERP
	Enterprise Resource Planning.  An integrated information system that serves all departments within an enterprise.

	Extranet
	A business-to-business network of computers leveraging Internet standards and protocols designed to simplify information sharing and transactions.

	FTP
	File Transfer Protocol.  The standard rules that governs the transfer of files and programs over the Internet.  FTP allows files to be moved from one computer to another regardless of the types of computers or operating systems involved in the exchange.

FTP is also used as the general name for the programs that employ File Transfer Protocol to move files.

	Groupware
	A class of software applications designed to facilitate enterprise-wide collaborative information sharing and data management.

	Gopher
	A menu-based system used in organizing and retrieving files and programs ton the Internet.  Gopher allows access to files found on FTP servers, as well as to files normally accessed through Telnet, or WAIS programs.  Each Gopher server has its own unique menu of files and programs.  Gopher servers and menus can be accessed through Gopher programs and some World Wide Web browsers.

	Home page
	A World Wide Web document.  Home page often refers to a person or organization’s main Web page, which provides links to other pages with the person or organization’s Web site.

	Intranet
	An internal enterprise-wide network of computers on TCP/IP or similar standards

	Internet
	The internal network of networks.  The Internet came into being between he late 1970s and early 1980s with the development and adoption of TCP/IP.  TCP/IP allowed ARPAnet to join with other networks.

Although often thought of as synonymous with the World Wide Web, the Internet encompasses much more than just Web servers and hypertext documents.  The Internet includes all of the computers that are linked to it on its various networks and all of the systems used to exchange information between those computers, including Gopher, Telnet, FTP and WAIS.

	ISP
	An Internet Service Provider provides Internet entry/access for homes and companies.  AOL and Mindspring are ISPs.

	Net
	An abbreviation for “network.”  In Internet addresses, net indicates a computer network service.  When capitalized, Net is used as a slang term for the Internet.

	Newsgroup
	A broad grouping of online discussion groups.  Newsgroups are the Internet equivalent to BBSs.  Most newsgroups are distributed though USENET.

	OEM
	Original Equipment Manufacturer.  A company that manufactures a product and sells it to a reseller.

	Org
	A domain name suffix denoting an abbreviation for organization.  Internet sites which do not fall into any other category are given the domain name of org.  Org usually indicates that the site belongs to a non-profit, non-governmental organization.

	PPP
	Point-to-Point Protocol.  A protocol that allows a computer to use a telephone line and modem to connect to the Internet.  

	Search Engine
	A mechanism for finding documents on the Internet.  For example, Yahoo, Lycos, and Alta Vista are search engines.

	Secure Electronic Transaction (SET)
	A protocol designed my Visa and MasterCard for securing credit card transactions on the Internet.

	Server
	A computer system that manages and delivers information to users.  One server can have several different software programs running on it.

	Signature file
	A footer added to the bottom of e-mail messages.

	SLIP
	A protocol that allows a computer to use a telephone line and modem to connect to the Internet. 

	Streaming media
	The ability to receive “live” broadcasts of sound and video on a multiple PC or web terminal.

	SSL
	Secure Sockets Layer.  A user authentication protocol developed by Netscape using RSA Data Security’s encryption technology.  Many commerce transaction web sites that request credit card or personal information use SSL.

	TCP/IP
	Transmission Control/Internet (working) Protocol. A standard set of rules which allows computers on different networks to communicate with one another.  The Internet came into being with the development and adoption of TCP/IP

	Telnet
	The Internet protocol which allows a computer at one location to connect with and act as a terminal of a computer at a different location.  Unlike FTP which involves the transfer of files between computers, Telnet involves primarily the transfer of commands from the terminal emulator to the host computer and responses to those commands from the host to the terminal.

	URL
	(Uniform Resource Locator) This is the protocol for identifying documents on the Web.  All Web Addresses have a URL.  For Example, Goldman Sachs’ address is http://www.gs.com

	USENET
	A world-wide system of thousands of discussion areas, called newsgroups, with comments from hundreds of thousands of users.  Most Usenet machines are on the Internet. 

	Web Browser
	A program used to navigate and access information on the World Wide Web. The major Web browsers are Netscape Navigator and Microsoft Internet Explorer.

	Webmaster
	The person in charge of maintaining the content found on a Web site, or of keeping the site up and running.

	Web Site
	A collection of World Wide Web pages, usually consisting of a home page and several other linked pages.

	Web Terminals
	Any PC or microprocessor-based device that connects to the Internet.

	Webzine also zine
	A magazine on the World Wide Web.  Generally, zines have a narrower focus, a stronger personality and a lower circulation than traditional magaizines.

	World Wide Web (www)
	A system of finding and accessing Internet files and programs using hypertext.  The World Wide Web allows users to navigate the Internet by following links from documents on one computer to documents on others.  The Web employs html, allowing files to be viewed in a graphical format.


Appendix II HiTech Collaboration: Customer Roundtable

 Sign up Your Prospects NOW 

 Next Customer Reference Roundtable Con Call 

 Wed. Dec 9.

If you have a prospects interested in ECXpert and supply chain management, next Wednesday is an opportunity to let them speak first hand with Visteon, one of Netscape's largest customers. 

Seats on this call are limited.. You must nominate your prospect no later than Monday by sending us email. Below you'll find additional details about this call as well as the information you will need to provide about a prospect in order to get them invited to the call. 

What is the Customer Reference Roundtable? 

The Customer Reference Roundtable is a conference call hosted by Netscape that puts prospects in touch with existing customers. In these calls, prospects speak directly with those who have successfully deployed Netscape products and services. 

Details on next Wednesday's Call 

Customer Host: Steve Schwartz, Manager of E-Commerce, Visteon 

Solution Focus: E-Commerce/Supply Chain Management 

About Visteon: 

Visteon Automotive Systems (www.visteonet.com) is a $20B auto parts enterprise of Ford Motor Company with 82,000 employees located in 21 countries.  Visteon selected Netscape as their partner for EDI/E-Commerce to set up a supply chain ordering system, using the Internet as an EDI pipeline to reach all of its customers and suppliers. 

Today, 98% of Visteon's business is Ford Motor based.  Their goal is to increase their non-Ford business by 20-30% within 12 months and to become the "amazon.com" of auto parts.  This is a multi product solution working with a global GSI. 

Topics to be covered 

    1)  Visteon's business challenge/objectives/goals/scope of project 

    2)  Description of vendor selection process (competition) 

    3)  Decision to go with Netscape (Why?  What were Netscape’s strengths?) 

    4)  Implementation process (length of time, support from Netscape, etc.) 

    5)  Development environment  (size of dev. team, experience levels, hardware, etc.) 

    6)  Production description (still deploying but will discuss current situation and 

          future plans) 

    7)  Q & A  (Interaction with prospects considering a Netscape purchase) 

How to Nominate Your Prospect 

Email Pam Blau with the following: 

Prospect Name: 

Prospect Title: 

Prospect Email address: 

Prospect Phone Number: 

Company Name: 

Deal size:    Commerce Exchange revenue _____  Overall Revenue _____ 

Quarter Deal is Forecasted to Close: 

Questions that your prospect has for the customer host: 

Since we are limited to 25 prospects, all nominations require RSM authorization.  Once the call list has been finalized, Pam Blau will be in touch with specific dial-in information.  Deadline to Nominate Prospects is  Monday, December 7.  There will be no 

"drop-ins" allowed on the call due to security and confidentiality precautions which must be taken.  Each person participating MUST be registered in advance! 

How you will get the dial in number:  Upon approval of your prospect's nomination, you and your prospect will be emailed with the dial in number prior to the conference. 

Number of prospect companies possible on the call:  25 (one line per prospect company, one Netscape sales rep per prospect company).  This has been a very popular program, so

register your prospects NOW! 

Length of call:  Approximately one hour 

Alternatives if you cannot participate:  The call will be audiotaped and distributed. 

Dates of future calls:  To be determined 

If you have any questions, please contact Pam Blau at 650.937.4352 or email pblau
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Speed and data relative to today’s typical telephone modem (28.8 Kbps).  Speeds are increasing while data costs decrease.
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Netscape Revenue Trends





 Revenue

($MM)

Enterprise Contracts

Netcenter

(1)

Standalone Client

(2)



Enterprise

-  76% of total Q497 revenue

-  Focus on Enterprise Applications

Netcenter

-  18% of total Q497 revenue

-  Transition from ‘website’ to Netcenter services  

Client -77% from Q496

- 10% total Q497 revenue

- Browser pricing pressure
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The Netscape Economy
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$600M
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The Surge in Business Spending





By the year 2000, business will spend $100+ billion to build & access the Internet

Source:  Dataquest

Business Internet PCs

All Internet PCs
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