
CHAPTER ONE

Reversals of Fortune

I t was a warm, breezy day in the early summer of 1994 as I drove south
on Middlefield Road in Mountain View, California, on my way to a

new startup named Mosaic Communications, Inc. I had arranged to
meet some old Apple Computer friends who had bailed out of Apple to
join the new company only a few days earlier. My nethead friends were
overly enamored, for my tastes, with the recently commercialized
ARPANet, now becoming the Internet. In fact, Apple Computer hadn't
paid much attention to their Internet dreams, so they left. Apple was
never going to care about networks, so why not move to a networking
company? Even I thought the "Internet business" was far too techie for
consumers. But when my friends were offered stock options to play with
the Internet, they bolted.

I thought my friends crazy for jumping the Apple Computer ship to
swim with an unknown startup. After all, Apple Computer was going
strong, growing its worldwide share of the personal computer market to
nearly 10 percent, making it second only to all-powerful IBM. The per-
sonal computer market was up for grabs as nobody had more than
11-12 percent of the blooming global market. Things could only get bet-
ter for Apple. Mosaic could be gone in 6 months.

A classic rock station blasted from my radio as I waited for a red
stoplight to turn. The emblem of a polished horse glistened from the car
next to me. These Ferrari's are a dime a dozen in Silicon Valley, I
thought. They are usually the first things a software engineer buys when
his or her stock options mature. It is a common story. First, a college
grad takes any old job long enough to get a foot in the door. Then he or
she works 80 hours per week, makes a mark, and quits to join a startup!
Visions of fat stock options dance in the youngster's head. I was jarred
back to reality when the Ferrari roared off into the distance—layering
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more dust onto my grimy Ford Bronco. My Mosaic friends, you see,
were seeking their own Ferrari's. So much for corporate loyalty in Sili-
con Valley.

Life was good in the summer of 1994. Venture capitalists poured
$5.3 billion into 1,036 startups and second round companies. Most of
the money went into network equipment companies. Mosaic Communi-
cations seemed to be at the right place at the right time. In the case of
Mosaic, the return was fantastic. A year later, the startup would change
its name to Netscape Communications, and the VC moneymen would
cash out at IPO time to the tune of $2.8 billion. Not bad for a company
that was worthless 15 months earlier. I didn't know this, however, as I
made my way to the front door. But I was fully aware that this is the way
the Valley works.

Silicon Valley commands a 37 percent market share of all U.S. hi-
tech businesses. With $500 billion in market value, Valley companies
employ nearly 15 percent of all computer-related workers in the U.S.
Hollywood controls 55 percent of the U.S. entertainment business, for
example, but its market value is only $50 billion—one-tenth that of
Silicon Valley's. Detroit's auto industry is approximately $100 billion
(64 percent market share), New York controls 26 percent of the finan-
cial services market, but it still falls $100 billion short of Silicon Val-
ley's valuation! Nestled almost entirely within Santa Clara County,
ground zero of Silicon Valley is an economic powerhouse. I pondered
the chicken-and-egg question, "Does greed chase after money, or does
money come soon after the onset of greed?"

My turncoat friends escorted me into the cafeteria where we spent
the next hour catching up and discussing why they had left the plush
Apple campus for this scrappy startup. It wasn't the money they
declared—it was the challenge. They were eager to knock off Microsoft.
They had failed to kill Microsoft while at Apple, so Mosaic was their sec-
ond chance. After all, Microsoft wasn't even a Silicon Valley company.
How could it steal the limelight from companies like Apple, Oracle, Sun,
Intel, Cisco, and the other legends of the Valley? Such daring was so pre-
posterous, I thought, that it might make a good story for an article. The
article would be about how Microsoft and Intel would loose their grip
on hi-tech.

In 1994 Microsoft was an unknown to most ordinary people. Its
stock price, and hence its power, was still fledgling at $45 per share—
about what it had been 2 years earlier. Windows 3.1 was no match for
the Macintosh operating system, and few decision-makers in corporate
America took Microsoft products very seriously. Personal computers
would never become the fabric of the enterprise. Perhaps they could be
used as terminals connected to the big machines, or maybe they could
replace typewriters. But, the thought of turning control over to a


