


BY SIMSON L. GARFINKEL

ES

dead?

Internet Underground

You would never know that AOL, Prodigy and
CompuServe have a serious problem by looking at
their balance sheets. Last year was their best year
ever. The reason is simple: The Internet is boom-
ing, and for most people in the country, the easiest
way to get electronic mail and be able to surf the

•., World Wide Web is by signing up with one of the
nation's Big Three online service providers.

America Online, CompuServe and Prodigy
: have literally been spamming the world with flop-
•' py disks and CD-ROMs containing their software.
You see them everywhere: in the mail, bundled
around magazines, dropped in piles at universities

I and conferences. Buy a modem, and you'll get
r disks for two or three of the services. Buy a com-
• puter, and the software's probably preinstalled.
The spams are coming so fast and furious that
many of us have been able to stop buying floppy
disks—we simply rely on erasing the AOL disks that
show up every week.

And yet, tough times for these companies may
only be a few months away. That's because nearly
everybody is getting into the Internet service
provider business, driving costs down to bargain-
basement levels. Meanwhile, growth of the Web is
pushing content and electronic communities out
from under the clutches of the online behemouths.
That spells trouble for these online giants, which
have traditionally used their discussion groups,
chat rooms, file libraries and online databanks as
their primary tool for attracting new customers.
With the growth of the Web, this competitive
advantage is quickly evaporating.

"I think that maybe two years from now there
will be no difference between what we call an
online service and what we call an Internet ser-
vice," says Steve Franco, an analyst with the
Yankee Group in Boston who closely follows the
Internet and the online world. "Either the online
service providers will migrate and become ISPs, or
they will be forced out of the business. The model
of controlling proprietary content will not work in
a world dominated by the World Wide Web." £

But if they're going to compete, they're going ro
to have a rough ride. That's because a new gener- ^
ation of Internet access providers are about to hit s

the ground running. Each of these firms has rev- S
enue, capital and market presence that dwarfs all g
three online services—combined. With names like 3
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