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PALO ALTO -- Not long ago, the Internet, which turned 30 this 

year, was the youthful turf of computer jocks and the digerati. 

Cyber hipsters flaunted a visionary style, an edgy subculture 

and language of their own. Insiders were welcomed while newbies 

were flamed and shunned. 

But faster than you can say "the dot.coming of America," the 

online revolution and its vanguard economy have matured into mainstream 

respectability. One-third to one-half of the country's population 

is online. And if the Internet industry were a nation, it would 

be the 18th-largest economy in the world. 
 

 

Though historically most industries take many years or decades 

to reach adulthood, the Internet has skateboarded past its adolescence 

and through its 20s in a matter of months. Now the online sector 

seems to be settling down and ambling into midlife. 

Even the old smokestack industries have gotten into the act. Legendary 

industrial giants such as General Motors and Bethlehem Steel are 

pouring millions of dollars into online businesses and strategies. 

"E-commerce has truly arrived," says Andrew Whinston, director 

of the University of Texas Center for Research in Electronic Commerce 

in Austin. "It's recognized and accepted by business, government, 

universities -- all conservative institutions that realize e-commerce 

is transforming the world." 

For sure, the Internet economy is showing some of the signs of 

maturity found in older, traditional sectors such as the auto, 

retail or financial industries. 

-- Maverick executives who run cool Internet firms now are beholden 

to the business establishment. They're toasted at conferences 

and soirees. They're featured in Forbes, Barron's and other 

bastions of capitalism. Their financing comes from Wall Street, 

wealthy folks and institutional investors. 



Consider financier Herb Allen's yearly power gathering of top 

CEOs in Sun Valley, Idaho. The hottest Internet executives, including 

Amazon.com's Jeff Bezos and America Online's Steve Case, now make 

the exclusive invite list. 

-- Like any major industry, the Internet is supporting or spawning 

dozens of related businesses, from online consulting services 

to the networking companies that build the backbone of the Internet. 

So far this year, the 279 Net firms that went public boast a stock 

market value of $ 148 billion, says senior analyst Chris Williams 

at CommScan in New York. Only 29 Internet firms had IPOs two years 

ago. "Revolutions beget revolutions, and as the Internet grows 

larger it creates whole new sub-industries," says Paul Saffo 

of the Institute for the Future, a think tank in Menlo Park, Calif. 

-- Mergers abound. Once praised for their anti-corporate cultures, 

many online startups are wedding big companies. So far this year, 

170 Internet firms have been bought in deals worth $ 33 billion, 

according to Webmergers.com, a research firm in San Francisco. 

One closely watched deal: NBC's three-way acquisition last spring 

of Snap.com, a popular Web portal, and Xoom.com, an e-commerce 

firm. Last month, NBC launched NBC Internet, the nation's seventh 

most-visited Web site, according to Media Metrix. 

-- Big government has gotten into the act. As they have with 

powerful industries throughout the century, lawmakers and regulators 

are closely watching the Internet. They're weighing in on everything 

from patents to online gambling to research-and-development tax 

credits. The government even spent $ 13.3 million prosecuting Microsoft 

in its antitrust trial. And today, the Advisory Commission on 

Electronic Commerce meets in San Francisco to again debate whether 

Internet sales should be taxed. 

-- In the media world, dot.com firms are spending record money 

on ads and commercials. Armies of journalists are covering technology, 

the hottest news beat today. Hundreds of magazines are exploring 

the online wonderland. Even the august Harvard Business Review 

-- "Grabbing Virtual Commerce Customers!" -- is spotlighting 

the Internet in its current issue. 

-- To the delight of policy wonks, an online think tank was formed 

last month in Washington. The Internet Policy Institute, co-founded 

by former Netscape president Jim Barksdale, has been billed as 

a "Brookings Institution for the Internet." 

"In only a year or two the Internet has gone from a high-tech 

curiosity to a modern-day phenomenon that permeates all levels 

of our lives," says Bill Burnham, a venture capitalist at Softbank 

Capital Partners in San Francisco. "The growth has been extraordinary." 

Stoking startup spirit 



As the Internet continues to come of age, some worry that online 

firms are losing a bit of the startup spirit. It's inevitable, 

they say, as small, bold startups grow or merge into larger companies 

with more employees and different corporate cultures. 

Consider the rocky merger of Excite, a major Web portal, and @Home, 

the broadband cable firm. Since their new-media marriage last 

spring, Excite@Home has struggled with strategies for its high-speed 

Internet and multimedia services. The new firm's stock has plunged 

to$ 44 from $ 99 right after the merger. 

"They're kind of stumbling around," says Anthony Perkins, author 

of The Internet Bubble and editor in chief of Red Herring 

magazine. "Their original vision of combining an online portal 

service with a new Internet technology is not panning out." 

It's pure corporate Darwinism, Perkins says. As the Internet matures, 

many companies will wither and some will die. The Internet economy 

is halfway through a 12-year to 15-year boom, Perkins estimates. 

In the first stage, about 150 companies laid the groundwork for 

the Internet as an e-commerce and publishing platform. America 

Online, Yahoo, Amazon.com and eBay dominated the era, which is 

coming to a close. 

The next stage of the online economy will be ruled by the audio 

revolution and wireless technologies, Perkins predicts. That includes 

digital music and movies, interactive television, cell phones 

linked to the Internet and other consumer products for the home. 

A new wave of companies will cash in on those products, Perkins 

says. Also benefiting will be high-tech companies such as Akamai 

Technologies and Sycamore Networks that know how to increase bandwidth 

to deliver those services. 

The second generation 

"The first stage is maturing," Perkins says, "and now we're 

seeing a second generation of Internet companies that hope to 

become the next Microsoft." 

In the heart of Silicon Valley, Sheldon Laube, 49, a veteran high-tech 

executive, has led a startup from birth to adulthood. 

Laube co-founded USWeb, one of the first Internet business services 

firms in the Valley. He saw it grow rapidly from zero employees 

to 4,000 workers worldwide. 

Laube was proud of USWeb, but he was hit again by startup fever. 

After USWeb was bought last year by DKS, Laube left to launch 

a new company called CenterBeam, a 60-person firm in San Jose 

that provides computer systems to small businesses. 

A gregarious man with a booming laugh, Laube is learning new ways 

of doing business from his youthful charges. One example: Laube 



had hoped to sign up CenterBeam's first client by this month. 

His energetic staff surprised him by landing its first customer 

by September. 

"When you're old and wizened like me, the kids nowadays show 

me over and over that nothing is impossible," Laube says. "A 

startup inspires people like nothing else. There are no limits 

here." 

No one is suggesting that the Internet is fading. Revenue for 

Internet businesses is still growing lightning-fast. The online 

economy, which generated $ 301 billion in revenue last year, will 

rack up $ 507 billion in 1999, according to the University of Texas. 

Says futurist Saffo, "We'll remember 1999 as the year the Internet 

ceased to be a technology and became a medium of wide acceptance." 
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