SUBSCRIBE

ROBERT MCMILLAN BUSINESS 12.08.14 06:30 AM

TURNS OUT THE DOT-COM BUST'S WORST FLOPS
WERE ACTUALLY FANTASTIC IDEAS
The Pets.com "spokespuppet".

IF YOU HAD

ANN SUMMA/LIFE/GETTY IMAGES

to pick one really annoying sock puppet to represent the

imploded excesses of the dot-com boom, it would be the microphonewielding mascot of online pet food retailer Pets.com.
For a few months back in the late 1990s, he was everywhere—the Super
Bowl, Live with Regis and Kathy Lee—and then he was gone, sucked into a
black hole of dot-com debt.
But the bust was so big and so widespread, there are so many deliciously
ideal symbols for this dark time in the history of the internet, a period
when irrational exuberance trumped sound business decisions. Fifteen
years on, people—particularly people in Silicon Valley—still talk about
these epic failures. In addition to Pets.com, there was WebVan,
Kozmo.com, and Flooz.
The irony is that nowadays, they're all very good ideas.
>The world is ready to cash in on the worst ideas of the '90s.
Now that the internet has become a much bigger part of our lives, now that

we have mobile phones that make using the net so much easier, now that
the Googles and the Amazons have built the digital infrastructure needed
to support online services on a massive scale, now that a new breed of
coding tools has made it easier for people to turn their business plans into
reality, now that Amazon and others have streamlined the shipping
infrastructure needed to inexpensively get stuff to your door, now that
we've shed at least some of that irrational exuberance, the world is ready
to cash in on the worst ideas of the '90s.
WebVan burned through $800 million trying to deliver fresh groceries to
your door, and today, we have Amazon Fresh and Instacart, which are
doing exactly the same thing—and doing it well. People laughed when
Kozmo flamed out in 1998, but today, Amazon and Google are duking it out
to provide same-day shopping delivery. A year ago, Kozmo.com even told
WIRED it was making a comeback "in the near future."
We're still waiting for Kozmo 2.0. But there's also good reason to applaud
the folks behind Flooz.com. They wanted to create their own internetbased currency, and though Flooz was a flop, bitcoin has now shown that
digital currency can play huge role in the modern world.
Even the Pets.com idea is looking mighty good. The basic notion that
people wanted to buy pet food online and have it delivered to their homes
turns out to be a sound one. Market research firm IBISWorld pegs it at a $3
billion market and a new generation of companies—Chewy.com,
Petflow.com, and Wag.com to name a few—all making a go of it.
>People laughed when Kozmo flamed out, but today, Amazon and Google
are duking it out to provide same-day shopping delivery.
Still not convinced? It's not just the failed dot-coms that now look good.
Take VA Linux, which spiraled to its death after a 1999 IPO provided the
biggest first-day boost in NASDAQ history. As it turns out, VA had the right
idea. Cheap hardware running the open source Linux operating system
eventually changed the computer world. That's what Google and Amazon
and Facebook run on today.
It's just that the beneficiaries of this changes weren't American startups

like VA. It was no-name hardware manufacturers in Asia.
The lesson here is that innovation is built on the shoulders of failure, and
sometimes, the line between the world's biggest success and the world's
biggest flop is a matter of timing or logistics or tools or infrastructure or
luck, or—and here's the lesson that today's high flying startups should
take to heart—scope of ambition.
Maybe if Pets.com had kept its head down and worked harder on getting
the dog food to our doors than assaulting U.S. airwaves with ads like the
one below, they would have made it.
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