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ePocrisy

“If it were not for the adult industry, Cisco would never have sold so

many routers or Sun as many servers as they have,” said Danni Ashe,

owner of Danni’s Hard Drive, and the most downloaded woman on

the Internet, according to the Guinness Book of World records. Ashe,

tired of her life as a feature stripper, taught herself how to program

Web pages and now heads one of the best known adult Web operations

which, like most sex-related sites, has the solid profitability that has

eluded all those lavishly venture-funded DotGones and Nasdaq respirator

stocks.

Sex has long given rise to widespread double standards and

hypocrisy, but nowhere is that ambivalence more prominent than in

the multi-billion-dollar symbiosis between non-adult technology and

entertainment companies and the online sex industry. Indeed, the

eagerness of very large publicly traded companies to get their hands on

the profits from online sex coupled with their abject refusals to admit

that they profit from lust and copulation constitutes nothing less than

“ePocrisy.”

Despite the intellectual dishonesty inherent in taking the sex industry’s

money without giving them their due, the billions that are spent

on sex have not only fattened the bottom lines of many technology

companies, but have also provided the revenues needed to develop

products and services that have trickled up to non-adult markets. In

some cases, sex-related revenues have kept some Internet companies

afloat following the Great Internet Meltdown of 2000.
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But with millions of stockholders, respectable board members in

suits and conservative institutional investors, it is not surprising that

Cisco won’t talk to anyone about the importance of sex to its sales.

Neither will most of the biggest names in American business including

Marriott, General Motors, Exodus, Concentric, Verio, AboveNet,

UUNet (owned by MCI), Sun Microsystems, Yahoo!, AltaVista,

Covad, Pacific Bell, Bell Atlantic, Real Networks, Microsoft, AOL,

Earthlink, and many, many others that provide the software, infrastructure

and delivery systems for porn in all its many variations.

AT&T tried to remain silent and sweep its pornobucks under the

hand-knotted Oriental carpet, but a vigorous stockholder protest over

its deepening involvement in the sex trade in 2001 forced it partly out

of the closet.

Try as one might to explore the topic with industry or brokerage

analysts, investment bankers or venture capitalists, the ePocrisy gets

deeper and ranker. It smelled especially bad in 2001 when these wellscrubbed

but financially desperate companies denied publicly that they

had any substantial adult business while at the same time depending

even more on sex for survival after seeing so many of their non-adult

customers go belly-up.

Indeed, as the technology sector continued to weaken in the spring

of 2001, the extent to which a company received substantial income

from adult online operations could reasonably be considered a positive

material factor in its business operations that should have been disclosed

in the filings that public companies make to the Securities and

Exchange Commission.

But there are no such filings. Brokerage analysts have included nothing

about sex-related income in their reports on Cisco, Exodus or any

other companies. Even the few industry researchers who once covered

the adult online sector have stopped doing that. “Management

thought it was a waste of time,” said one of the analysts. “Adult operations

don’t buy our reports and the rest of the tech sector would prefer

to remain in denial.” Europe’s Datamonitor, which did some of the
groundbreaking work on the subject in the late 1990s (cited in this

book), said it was not planning to update its statistics or continue with

the research. One of the Datamonitor analysts who worked on the

study said he did not want to talk about why they had discontinued the

study because the topic was “embarrassing.”

So, lacking the guidance of SEC filings, brokerage and industry analysts

reports and a thick moat of ePocrisy around the companies themselves,

how is it possible to confirm or disprove the widely held

sentiments in the adult industry that they are, indeed, important to the

financial well-being of technology companies?

Rather than looking at the total market from a consumer perspective

where the data is slim, marginal or tainted with industry self-inflation,

I approached it with a new methodology: assessing it from a

bandwidth and server hosting perspective. All those big images and

video streams have to flow through servers and across the wires and

optic fibers of the Internet itself. Numerous non-adult companies and

researchers keep data on the traffic flow through the Internet as a

whole and can make fairly accurate estimates of total traffic.

Further, it’s relatively easy to determine which server hosting facilities

are used by online sex operations. These facilities, sometimes called

“server farms” or “co-lo (for co-location) facilities” are where you find

all those Cisco routers that Danni Ashe talks about, along with servers,

switches, massive disk storage arrays such as those sold by EMC, and

other expensive Web infrastructure including bandwidth connections

to the Web itself via MCI, Qwest, UUNet and other providers of fiber

optic cable and all the technology to make them communicate.

The server hosting business is a substantial and growing one.

Forrester Research puts 2000 revenues at $3.5 billion, 2001 at $6 billion

and 2003 revenues at $14.7 billion. Of course, the study was conducted

before the market was aware of the full extent of the DotCom

meltdown of spring 2000 and as a result revenues are turning out to be

lower than projected.

Like great nerve ganglia, these awesome data centers are the core of

the Internet. They are also the epicenter of the Web’s sex industry.

Indeed, data provided by PCData Online (www.pcdataonline.com) and

derived from the Web-based services of NetCraft (www.netcraft.com)

show that 14 of the top 20 adult websites are hosted by a handful of

large, well-known public companies which never mention their adult

clients: AboveNet, Digex (part of MCI), Exodus, Level3, UUNet (part

of MCI), and Verio (owned by Japanese telecom giant, NTT). Exodux,

the undisputed leader in the market, has almost $900 million in revenues

and a 15 percent share of the market.

AboveNet, which is a subsidiary of publicly traded Metro Fiber

Network, houses the number one adult site, Karasxxx.com (owned by

RJB Telcom), which ranks as number 70 in the top 100 of all websites

with 6.9 million unique users each month. For perspective, that’s more

visitors than WebMD.com (also hosted by AboveNet), PayPal,

BarnesandNoble.Com or AmericanExpress.com got in February 2001.

The biggest player, at least among the top 20 adult sites, is MCI

through its ownership of hosters Digex and UUNet. UUNet hosted

adult giant Cybererotica which logged 4.6 million visitors that month

while one of Digex’s units, Business Internet Inc., hosted the number

two adult site, adultrevenueservice.com, along with smutserver.com,

sexspy.com and amateurfreehost.com.

Exodus (including the hosting business it bought from Global

Crossing in 2000) provides a home for Top 20 sites sexshare.com and

adultfriendfinder.com as well as Danni’s Hard Drive (danni.com)

which is among the Web’s most prominent sites even if it did not make

PCData Online’s list of the top 100 most visited sites.

Level3, which owns and runs one of the largest networks of fiber

optic cables and owns a 33 percent stake in telecom powerhouse RCN,

hosts Top 20 sites sleazydream.com and lightningfree.com.

Finally, NTT subsidiary Verio, which cobbled itself out of nothing

by buying scores of local ISPs and integrating them (badly) into a
national network provides hosting for pink4free.com and

join4free.com.

A look at other sites hosted by Verio shows one of the reasons that

hosting companies in general would rather not talk about their adult

customers. One of the services offered by the NetCraft site is the ability

to get a list of other servers hosted by a given company. Since

Netcraft’s system is designed to help its users assess the reliability of

Web servers, operating systems and software, it looks for servers which

have been running the longest since the last re-boot. Because adult

Web operations are more likely to be profitable, money-generating

sites, it comes as little surprise that they frequently reside at the top of

the list for trouble-free operation.

At Verio, the longest running server in late February 2001 was adult

site freegallery.com followed by valleyvehicles.com. The next three in

order were free-xxx-pics-4u.com, fuck1.com and topfucksites.com. A

look farther down the list shows the irony of Web hosting. Number 18

on Verio’s list of longest running servers is strongfaithbiblechurch.com

and number 33 is the site for the Catholic Archdiocese of Atlanta,

mostblessedsacrament.com. Not far away are bestiality sites,

horsesexpics.nu, beastfever.com and sexanimals.nu.

With sex sites running the gamut from the mostly soft-core Danni’s

Hard Drive to those featuring bestiality, hosting companies have usually

turned a blind eye to content and focused more on the steady payments

from porn sites.

“For most of us, our adult hosting division is something we try to

leverage as much as possible, while drawing as little attention to it as

possible,” said Nash Hall, the e-mail pseudonym used by an executive

with one of the country’s major Web hosting firms. “In our case, a very

small percentage of our customers are adult companies, but that small

group results in a large portion of our revenues. To stay alive in our

business [Web hosting] we have to do business in that industry.”

While hosting companies and other large non-adult corporations

generally refuse to make any public comments about revenues from the
adult industry, being in the Web business since 1994 has helped me

develop a network of friends, acquaintances, colleagues and former

employees and consultants at both management and engineering levels

at ISPs and hosting companies, people in a position to see bandwidth

usage logs and receivables aging reports in these companies.

They tell me that, in fact, payments from adult Web operations have

been big enough and reliable enough to have provided some cushion to

companies slammed by the DotCom meltdown. Indeed, it’s reasonable

to say that the tech recession would have been noticeably worse without

the near-recession-proof demand for online sex.

“The adult industry has been frantic since [President] Bush’s election,

paranoid that a crackdown on porn is just around the corner,”

said an Exodus executive in the spring of 2001. “But let me tell you

that if suddenly, overnight all our adult business disappeared, we’d lose

a very valuable margin for our own survival.”

By September 2001, this Exodus executive had dodged three rounds

of layoffs at a company that saw key board of directors resignations,

plummeting revenues and stock prices and was desperately trying to

sell itself. “We’d be Chapter 11 right now without adult hosting,” he

said after calling me to see if I knew of anyone hiring.

This executive along with many others continually reminded me

that what affected them inevitably backed up downstream as well. “If

we’re not doing well,” said the Exodus source, “then we’re not buying

switches and routers, racks, Cat-5 [cable], load balancers, not to mention

all of the real estate and construction costs that go into building a

bomb-proof hosting facility.”

Nash Hall echoed the unanimous concern of all to whom I spoke

when he said that the faltering DotCom industry is the biggest concern

of hosting companies. “Two years ago, our money came from e-commerce

companies, ASPs [Application Service Providers], ISPs, and portals.

Today, companies in those sectors are struggling and mostly

unable to pay their bills. Probably 20 percent of our mainstream customers

have gone out of business over the last six months, while only
2-3 percent of our adult customers have gone out of business.” By

September 2001, he said that closer to 30 percent of his non-adult

companies had gone out of business or could not pay their hosting bills

while adult failures had remained steady.

Other hosting and backbone sources confirmed Nash’s statistics

with some saying that non-adult customer loss was between 25 percent

and 35 percent.

Not only are adult sites a reliable source of income for hosting companies,

they are also the most profitable. “An average mainstream customer

at our company spends $5,000 per month. This gets them a

couple of NT servers, some storage and a Cisco switch,” said Hall. “An

average adult customer spends around $20,000 to $30,000 per

month.”

“Adult hosting income is real income from operations; [it] represents

real profits,” said a management source at Level3.

Another reason for the superior hosting profitability of adult sites

lies in the amount of bandwidth pornography requires. While there are

trillions of HTML Web pages in the Web universe, most are text pages

with small graphics and few of them exceed 15K to 30K in size. On the

other hand, even relatively small porn images are rarely less than 100K

and most are substantially larger than that. In addition, as of spring

2001, the Web’s only tested and operational premium real-time

streaming video operations are adult in nature.

“It’s clear from log file traffic analysis that a very large number of our

DSL customers have purchased the higher bandwidth services in order

to view pornography,” said a network supervisor at Pacific Bell, a division

of SBC Corp. “It’s never been a secret that our IP [Internet] backbone

traffic is at least half porn if you measure it according to the file

transfer amounts.”

“I’d say that about 65 percent of the data transferred through the

data center I work in is porn,” said a network engineer with Exodus.

Estimates of how much porn consumes of the Web’s total bandwidth

range as high as 80 percent but none put it lower than 40 percent—a

staggering percentage for a market segment that most in the adult field

would prefer to keep hidden in a closet just so long as it kept slipping

large payments under the door every month.

Lending credence to these bandwidth estimates are studies from

Jupiter Media Metrix and its European subsidiary MMXI which peg

the number of visits to porn sites at 25 percent to 40 percent of all visits

depending upon the country. Obviously a visitor to an adult site

uses vastly more bandwidth for pictures and video streams than a visitor

to, say, the Wall Street Journal Online.

To get the value of adult content flowing across the Internet, we

next need to know total Internet usage, the percentage of the Internet

used for the Worldwide Web and finally, an estimate of the cost of

bandwidth. While most people think the Worldwide Web is synonymous

with the Internet, there is an important difference. The Internet

is the infrastructure, the pipe for data. The Worldwide Web with its

graphically oriented pages are one sort of data that flows through this

pipe which also carries e-mail as well as things like FTP file transfers

and other forms of information.

Telecom consulting firm RHK (www.rhk.com) estimates Internet

bandwidth used for all purposes at 42 million Gigabytes per month.

Andrew Odlyzko, head of the mathematics and cryptography research

department at AT&T Labs, estimates that about 80 percent of Internet

bandwidth is used for the Web. Band-X (www.band-x.com), a major

bandwidth trading exchange, estimates that bandwidth sells wholesale

for $4 per gigabyte and $20 retail.

From this we can do some simple math: Total Internet traffic

(42,000 Gigabytes) times the Web’s portion of that (80 percent)

equals 33,600 Gigabytes of Web traffic per month. If we use a lowerend

estimate of the adult portion of this (50 percent), then the

Internet carries 16,800 Gigabytes of porn every month. So, if adult

traffic is 16.8 million Gigabytes per month, and we take a reasonably

low estimate for bandwidth of $12 per Gigabyte (midway between

wholesale and retail) and multiply that by the 16.8 million Gigabytes
we get a very commanding number: $ 201.6 million a month, or $2.4

billion per year. If, on the other hand, 80 percent of Web traffic is

adult (as many experts assert) then the annual revenues from sexrelated

bandwidth would be $4.8 billion!

(A full discussion of this can be found in Appendix A.)

The analysis above does not include images which are sent via e-mail

either among consumers trading with each other or from one of the

many adult Internet companies that send subscribers periodic images

attached to e-mail.

Clearly, these multi-billion-dollar revenues have helped sustain significant

portions of the Internet economy during the disastrous shakeout

of 2000-2001, helping to prop up the non-adult operations of

those companies as well and allowing them to continue serving customers

who are completely uninterested in online porn.

But this $2.4 billion annual bandwidth usage is but one part of the

overall online sex market since it measures only the actual bandwidth

and not the associated servers, routers and hosting expenses.

You’ve Got Male! (and Female, Shemale, Other…)

“AOL is the center of porn in America,” said Gerard Vander Leun,

head of Penthouse.com. “AOL is built on porn.”

Hard numbers and other evidence backs up Vander Leun’s assertion

that America Online is the largest online sex operation in the world.

Indeed, when AOL finalized the purchase of Time-Warner most

shareholders and onlookers were unaware that success for the wellscrubbed,

family-friendly portal was based in large part on its ability to

satisfy the sexual urges and desires of a great many of its 30 million

paying members.

Sitting in his Manhattan high-rise office way above and just around

the corner from Penn Station, Vander Leun’s face is veritably luminous

with the flush of “gotcha!” when he tells me that “AOL is the perfect

symbol for the vast bipolar nature of sex in America.”

While AOL likes to promote its various news and other informational

areas, real-time chat is the killer app that kept its lights on in the

early days and remains one of the primary motivations for new members

to sign up.

While AOL jealously guards information about itself, I was able to

penetrate some of the extreme secrecy thanks to a network of former

AOL employees, independent contractors and Community Leaders

(CLs).

From the beginning, much of AOL’s success came from mobilizing a

mostly volunteer army of CLs who moderated and monitored chat

rooms and forums, booted flamers and looked for compliance with the

Terms of Service (TOS). At its peak, there were nearly 33,000 CLs

slaving for no compensation other than a free AOL account—something

which could amount to a significant sum for online enthusiasts

since access cost $3.50 per hour until the company went to flat-rate,

unlimited monthly access of $21.95 in December 1996 (raised to

$23.90 in May 2001).

The hourly system was a double-edged sword for AOL. While the

higher hourly rates prevented more people from signing up, it made

chat an enormously profitable enterprise since members paid to create

their own entertainment content and most of the AOL personnel

devoted to its oversight were volunteer CLs. According to old AOL

data sheets and our network of former AOL staffers and CLs, at its

peak in 1996, chat occupied more than 25 percent of all member

online connect time and at the time was the company’s only demonstrably

profitable activity.

This path to profitability is easy to understand when we recognize

that it is based on allowing chatters to dig into sex, as deep and explicitly

as they wanted—the more often the better.

AOL has acknowledged the role its wide-open, no-holds-barred chat

rooms played in catapulting it beyond Compuserve and Prodigy which

closely monitored and heavily censored messages containing sexual

content or vulgarity. But AOL chat went far beyond this level of sexual
toleration in its official areas and allowed members to create their own

chat rooms, one level of which is listed in their “People Connection”

area and a third, very private area which is unseen by the general public

and accessible by invitation only.

And while AOL likes to promote the availability of accounts with

up to seven screen names as a family-friendly feature, it allowed balding,

over-weight, over-the-hill sex-starved members to choose the right

screen name (stud69, babe4U) and suddenly become young, buff and

cyber-attractive in a nanosecond. Indeed, newer versions of the software

make it simple to change from one identity to another with two

mouse clicks, something that lends itself less to family use and more to

someone who wants to try on a new cyber-identity. It also enabled

gender-bending cybernauts to experiment with being a member of the

opposite sex, for straights to experiment with being bisexual or gays to

engage in straight cybersex. AOL’s facilitation of these fantasy roleplays

prompted the famous New Yorker cartoon which proclaimed, accurately,

“On the Internet, no one knows you’re a dog.”

While some AOL chat does occupy itself with discussions of traffic

safety, cooking, quilt work and the public policy implications of a rising

prison population, the term “sex chat” quickly became—and

remains—a redundant phrase.

The multiple AOL identities are also very useful to surfers who want

to engage in virtual sex on the Web outside the AOL’s own chat rooms.

When they visit the Web, AOL surfers reveal a nearly anonymous IP

address that offers little useful information to the sites that they visit.

This, again, is the double-edged sword of privacy: it protects surfers

from having their personal information harvested and re-sold by

legions of marketing leeches, and yet it also offers cover to pedophiles

who can easily be found every evening trading and selling child

pornography.

In addition, AOL’s private Instant Messaging, along with the

unmonitored private chat rooms which AOL allows members to use,
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are vital enablers in the trading of addresses, selling or trading pornography

(including child porn), and setting up offline sexual liaisons.

While Instant Messaging is undoubtedly used frequently by friends

to make contact over non-sexual matters, Community Leaders were

unanimous in their first-hand estimates that sex is the topic of a clear

majority of the more than 650 million Instant Messages that AOL says

members send each other every day. Indeed, Ted Leonsis, president of

AOL’s Interactive Properties Group, was quoted by ZDNet (the online

service of Ziff-Davis publications) that 99 percent of Instant Messages

begin with the pick-up line: “Hi, male or female?”

Indeed, it is clear that the privacy to set up sexual liaisons, trade

pornography of any sort or simply carry on virtual copulation is built

into the core of the AOL system—and not by accident.

“It was clear to all the CLs that profits were about chat and chat was

all about sex,” said Kelly Hallisey, a former CL who worked at AOL

from 1993 to 1997. Hallisey is among seven former CLs who have

filed an unfair labor practices complaint with the U.S. Department of

Labor charging the company with running a “cyber sweatshop.”

“We [Community Leaders] had to walk this very fine line,” Hallisey

said. “On the one hand, we were supposed to monitor the chat rooms

and try to make sure users complied with the TOS. But we were told to

do that with a very liberal interpretation: no KP [kiddie porn] or animals

or people who got really abusive. But beyond that? Hands off.

They didn’t want us kicking out or coming down on too many people

in the chats because that’s where they told us the real money was coming

from.”

Hallissey’s comments were echoed by numerous other CLs, both

current and former, whom I contacted through their website at

www.observers.net and subsequently interviewed by phone or in person.

These are people who have seen AOL and its chat operation from

the inside out. Through them, I also met engineers and technical personnel

who worked for AOL and for its independent subcontractors in

Texas and Florida.
With their help, my own analysis of AOL chat rooms and by sifting

through previous AOL company statements, it’s possible to determine

the importance of chat to AOL. That analysis shows that while the

move to flat-rate pricing shifted the role of chat from pure profit to a

method of attracting and retaining members, it remains a vital and

important part of AOL’s continuing success.

According to AOL’s own usage statistics, posted on their corporate

Website at the end of 2000, more than 70 percent of its users logged on

to use one of the service’s 15,000 chat rooms at least once a month and

the company saw a collective 3.4 million user-hours of chat every day!

That amounts to 102 million hours in chat per month. Six months

later, the AOL corporate site changed its mind and said that its 30 million

members logged only 56 million hours per month.

“That’s spin for the financial press,” said a CL who resigned from

AOL in mid-2001. “There’s been no big drop-off in chat in the last

year. It’s just that since flat-rate pricing started, analysts see chat as a

drag on profits since the more time people spend in chat rooms, the

less time they have to go to sponsored partner places and buy things.

For that reason, AOL would just as soon minimize the percentage of

time spent in chat rooms where it’s hard to separate them from their

money.”

AOL’s corporate Website said in September 2001 that each of its 30

million users spent 69.9 minutes per day online, a number that comes

close to Jupiter Media Metrix’s estimate of 65 minutes per day which

attempts to factor out time when a user is connected to AOL but not

actually using the service. Either way, it amounts to about a billion

member-hours per month.

So, this means that AOL users spend between 5 percent and 10 percent

of all their online time in chat rooms depending upon which set of

AOL’s corporate pronouncements we use. Regardless, it’s clear that

while the use and revenue numbers are still significant, the importance

of chat—the original cash cow that kept AOL afloat during its early

years—has declined.
But what part does sex play in all this chat? As we’ll see below, it’s a

starring role. To determine the percentage of chat devoted to sex, I analyzed

all of the public chat rooms, both official AOL room and member-

created public ones, on five consecutive nights in September 2001

and found the following: On average, there were 1,411 official AOL

rooms and 2,832 member-created rooms. I dropped in on a minimum

of 50 official chat rooms and found that the chat was predominantly

sexual in about 30 percent of the rooms.

Of the member-created rooms, all but 20 had sexually-related

names and spot visits confirmed that these rooms lived up to their

names and were hot with cybersex and swapping of pornographic

images. Child pornography was disappointingly easy to find.

From this, we can conclude that of the 4,243 public rooms, 3,235

were sex chat. But AOL’s own corporate Website tells us there are

15,000 chat rooms. Where are the other 10,000?

“They’re all private chat rooms,” said former CL Hallissey. “And private

chat rooms are almost always about sex…private sex too explicit or

illegal to talk about where others can see it. This is where the real

online intercourse takes place.”

Even if we generously put 1,000 of private chat rooms in the nonsexual

category, that still leaves 9,000 which, when added to the 3,235

public sex chat rooms yields 12,235 out of 15,000—82 percent—

devoted to sex. Multiplying this with total chat room use means that 4

percent to 8 percent of all AOL member usage is devoted to sex chat.

Sex clearly dominates the chat rooms hosted by AOL’s own members-

only online service.

But translating how valuable that sex chat is to AOL’s bottom line is

somewhat less clear. While brokerage and industry analysts were reluctant

to offend the AOL Time Warner behemoth and would speak to

me only on a background or off-the-record basis, they all confirmed

the importance of sex to AOL.

They all agreed, to varying degrees, with a 1997 statement made by

Alan Weiner, then an analyst for research firm Dataquest, who told the
Detroit News, “If AOL eliminated chat, you’d see the subscriber base go

from 8 million to 1 million faster than you could spit!”

“The situation is a bit different today,” an analyst at a major New

York brokerage house told me. “The AOL customer of 2001 is different

from the AOL customer of 1997 and I think that while sex and

chat are of fundamental importance to continued growth and longterm

profitability, I think AOL would lose no more than 60 percent of

its subscriber base today if it eliminated chat rather than the almost 90

percent Weiner estimated in 1997.”

Two other analysts with whom I spoke said that, based on their own

research, they thought only about 20 percent of AOL’s users would bolt

if chat were eliminated. So, using the more conservative numbers, if 20

percent of AOL’s customers pay their bills each month because of chat

and 82 percent of them chat for sex, then approximately 16 percent of

AOL users pay their subscription fees each month only because it gives

them access to sex chat.

According to America Online’s annual report filed with the

Securities and Exchange Commission, out of total revenues of $6.89

billion, its subscription services generated $4.4 billion in the fiscal year

that ended June 30, 2000. Advertising and electronic commerce revenues

for that same period were $1.6 billion. In addition, since AOL’s

ability to sell advertising is directly proportional to the number of eyeballs

it can deliver to advertisers, a similar proportion of advertising

revenues properly belong in the sex-affected category.

Therefore, if we assume that 16 percent of this $6 billion in subscription,

advertising and e-commerce revenues are generated by people

who would not be AOL subscribers without its sex chat rooms, that

amounts to $960 million per year, almost half as large as the rest of the

online sex universe combined. The numbers are smaller, but still substantial

when measured against the 4 percent to 8 percent of all time

devoted to sex chat. Those numbers yield annual sex-related revenues

of $240 to $480 million per year which at the high end make it the
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largest single online sex operation and at the low end puts it among the

two or three largest online porn operations in the world.

Regardless of how small the number you choose to believe, it is clear

that AOL used sex to survive in its early days and continues to operate

and encourage company supported sex content as a vital part of its corporate

profits. No matter how loudly the corporate spinmeisters scream

“No sex please! We’re AOL!,” adult material and pornography, some

legal and some not, are just a mouse click away.

Given this, it is no small wonder that the world’s first chat-initiated

syphilis outbreak started in an AOL People Connection chat room. In

1999, the San Francisco Department of Health’s sexually transmitted

disease division confirmed that it had tracked a mid-1999 outbreak to

gay men who had all met in AOL’s SFM4M (San Francisco Men for

Men) chat room and subsequently had unprotected sex. San Francisco

closely monitors and tries to control all sexually transmitted diseases

because those, like syphilis, produce sores that can increase vulnerability

to contracting HIV.

AOL, according to Klausner, was uncooperative when he first tried

to enlist its help to notify potentially infected sex partners, citing its

privacy policy as the reason that they would not allow it to release

information about people in the chat rooms. It took two weeks of

volunteer work from employees at gay megasite PlanetOut

(www.planetout.com) who logged on to the chat rooms to warn of the

outbreak.

The proliferation of member-created chat rooms, gay, straight and

other, allows people in close geographical proximity to meet online and

hook up locally. Indeed, the term “chat” is somewhat of a misnomer

because very little chat takes place in even the fully packed (23 participants)

rooms. While the paragraph below is typical of chat room banter

there are usually only a handful participating and typically they are

newcomers unaware of the protocols.
OnlineHost: ***You are in “Places—Tampa Bay 5”. ***

OnlineHost: Find more people near you at KW: Local

ssasyscobi: any bi females want to chat

Hello room

CCrissyd0727: HI SSASY

BaNgItDoWn2aNub: 24/M/North Tampa

ssasyscobi: hello cc

ssasyscobi: how r u

CCrissyd0727: GOOD,YOU?

CCrissyd0727: YOU A BI FEMALE?

TwoUtome2: Any ladies care to chat to lonely cowboy in Tampa,34

Welcm2theFuture: 21..M..PIC..PIERCED..TATTED

ssasyscobi: yes and u

CCrissyd0727: YUP

Nena2Dulce5: wassup room any Latinos in here

TwoUtome2: yee haaa

JShelldjja: i’m not a bi female but im a curious male ..........lol

CCrissyd0727: are you interested in a possable 3some?

As the name of the chat room implied, this was one of five rooms

devoted to helping Tampa Bay people connect with each other. But

rather than filling the room with chat, participants create a catchy

screen name and user profile for that name then log on to list themselves

in the participant list. This signals to others that they are available. But

instead of chatting, members check out the profiles of other participants

and send them private Instant Messages (IM) rather than public posts.

Thus, according to Community Leaders and my own research, instant

messaging has replaced the vast majority of communication which was
formerly posted in the chat room for everybody to see. If there seems to

be no one interesting in any of the chat rooms, members can conduct an

online search of all AOL profiles looking for keywords like muscular,

hung, or big breasts, then either IM or e-mail them looking for a possible

contact. There are no reliable ways of estimating the volume of these

sex-related messages but as with chat, they are beyond a doubt a substantial

percentage of the 656 million instant messages and 194 million

e-mails that AOL said it processed in August 2001. And while there is

also no doubt that tens of millions of AOL users send IMs and e-mails

with absolutely no sexual content whatsoever and that millions log on

to the People Connection for G-rated chat, AOL has structured a system

that is ideal for satisfying sexual urges of every flavor, variety, mostly

legal but sometimes illegal.

“IM helps prostitutes hook up with customers,” said former CM

Hallissey, “and also makes it a lot easier for people into kiddie porn and

other illegal activities to communicate without law enforcement looking

on so they can hook up with pictures and even their children.”

AOL has found itself constantly bedeviled by accusations that it

knowingly tolerates and profits from child pornography because the

ease with which it encourages legal sexual activities among consenting

adults also provides shelter for the sick and demented who prey on

children.

In 2000, a legal technicality over jurisdiction resulted in AOL’s

acquittal of child porn charges brought in Florida. Without ruling on

the merits of the case which charged AOL with knowingly allowing

pedophiles to buy and trade kid porn, the Florida Supreme Court

ruled that it did not have jurisdiction in the case because federal laws

shield AOL from responsibility for illegal transactions that take place

on its site.

The suit had been brought by the mother of an 11-year-old boy who

appeared in a lewd video that was sold from one AOL user to another.

She called AOL a “home shopping network for pedophiles and child

pornographers.”
“I agree with the mother,” said “Insomniac,” the handle of a former

AOL Community Leader in a post to Observers.Net. “She did, in fact,

engender AOL to enforce their TOS [Terms of Service] with these people

to no avail…. It’s one thing if the provider does not know [about

illegal activity]; another thing entirely if they have been informed and

still refuse to take action.”

Writer and child welfare activist Barry Crimmins testified before a

Congressional committee in 1995 that AOL was a “shopping mall” for

pedophiles. He described six months worth of his own research in

AOL chat rooms in which he sent a steady stream of pornographic

images to federal authorities and to AOL’s own internal TOS (Terms of

Service) enforcement department. In one case, Crimmins’ testimony

said that, “Ten weeks later, this criminal was still on-line and actively

exchanging child pornography in AOL’s member rooms.”

To see if the situation had changed, I decided to see how long it

would take me to find child pornography at AOL. Incredibly, I found

it easily and found it every time I logged onto the People Connection.

It never took more than 10 minutes to find a room, get wired in and

have porn of the most disgusting variety delivered to my AOL e-mailbox.

OnlineHost: ***You are in “Special Interests—lttleboez”. ***

BayBoy666: y o, anybody here?

NWoNewSchool: hi room ky male pic

Shanwcu2000: list me

Shanwcu2000: bi f 27 here

BayBoy666: bi(I think) m/16/San Francisco

Tattarrattat 1: pic time room topic please Type list me to get listed

Tattarrattat 1: list me

Tattarrattat 1: You are now listed, Tattarrattat 1

Jerryj1969: list me
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Tattarrattat 1: You are now listed, Jerryj1969

Tattarrattat 1: pic time room topic please Type list me to get listed

Angelcuttie1122: list me

Tattarrattat 1: You are now listed, Angelcuttie1122

Snickers 3690: listme

Shanwcu2000: list me

Snickers 3690: list me

Tattarrattat 1: You are now listed, Shanwcu2000

Tattarrattat 1: You are now listed, Snickers 3690

Jrzyshore39: list me

Tattarrattat 1: You are now listed, Jrzyshore39

Tattarrattat 1: pic time room topic please Type list me to get listed

FFFreezerBurn99: snicker hey

Jusltloleme: list me

Tattarrattat 1: You are now listed, Jusltloleme

Reednor25: list me

Tattarrattat 1: You are now listed, Reednor25

Davelookinforfun: list me

Tattarrattat 1: You are now listed, Davelookinforfun

Tattarrattat 1: pic time room topic please Type list me to get listed

DKNYboy2k: list me

Tattarrattat 1: You are now listed, DKNYboy2k

SEXistGEIL17: list me

Tattarrattat 1: You are now listed, SEXistGEIL17

Mry0txts: list me
Tattarrattat 1: You are now listed, Mry0txts

Jimr424: list me

Justin7593: lsie me

Justin7593: list me

DAVE384u: list me

Bigbone918: list me

RAARON26: any tradin??im me

Angiexxyork: list me

JZGeorge: List me please

Angiexxyork: im me if trading

Angiexxyork: l ist me

Snickers 3690: hello room…BORED 13m and 11m calif here…IM us to

chat

Another kiddie porn chat room called “flat” was about underage

girls.

In both rooms, there was no chat at all, indeed they seem to be

“drive-by chattings” where people meet, grab some profiles and trade

disgusting pictures and then disappear quickly into private chats or

continue in IM.

“People know what they are doing is illegal, so they don’t want to

give the cops anything to go on,” Hallissey said.

The chat above shows a familiar pattern: the room is established

with a name whose spelling variation is clear in meaning but unlikely

to be picked up by the crude word filter that AOL uses to screen unacceptable

room titles. The rooms fill quickly and then one participant,

frequently the same member who created the room, runs a name grabber

robot that gathers the names of everyone who has typed in “list

me.”
The rooms then empty quickly and minutes later, the child porn

images appear in all the e-mail boxes.

AOL said only that it does not tolerate child pornography and

“cooperates with the appropriate authorities.”

Law enforcement, however, seems to have a different opinion of this

cooperation. The Santa Rosa, Calif., police department has been

involved in some of the nation’s highest profile child pornography cases

(including the arrest of famed science fiction writer Isaac Asimov’s son)

and has developed a keen sophistication on investigating and prosecuting

kiddie porn perverts. Detectives there told me that AOL “is often

indifferent and rarely makes an effort beyond the legal bare minimums”

in cooperation.

“What do you expect?” asked Hallissey. “AOL has forbidden CLs to

go into any member rooms; they don’t monitor the private rooms and

they don’t screen any of the images stored on their hard drives for KP

(kiddie porn).”

An AOL spokeswoman confirmed Hallissey’s statement.

AOL and kid porn have gone together for years. In her excellent

1998 book, “aol.com,” Wall Street Journal reporter Kara Swisher

describes the panic at AOL in 1991 when they were tipped off by a San

Francisco television station to a vast kid porn trading operation using

their system. Rather than simply go after the pedophiles involved,

Swisher says that AOL’s actions were substantially shaped by its desire

to protect its members’ privacy. As a result, the company decided to

cooperate only after receiving court orders demanding information or

action.

A former AOL staffer told me that the situation was immensely

complicated by the fact that AOL was preparing to go public the next

year, and a big stink over child pornography could blow the lid off of

just how much AOL depended on sex of all sorts, legal and otherwise.

“AOL was in a jam,” one Community Leader told me. “If they were

seen as cooperating too easily with the authorities, then they’d lose a lot
of paying members who would take their sex chat elsewhere, like to

Compuserve or other competitors.”

Indeed, while Web community site hosters such as GeoCities and

Tripod use spidering software designed to detect and root out pornography

from their sites, an AOL spokeswoman told me they have not

employed similar software and have no plans to do so.

To be fair, AOL is not the only online portal with various sexual dysfunctions,

they’re just the biggest and offer the biggest target, especially

in light of the disconnect between their family-only promotion and the

sex hidden in the cybercloset. The Microsoft Network, which has been

struggling since 1995 to get within sight of AOL’s rear bumper, has its

own problems. Swedish police blasted MSN in January 2002 for taking

almost two weeks to shut down a child pornography site running

on a server as part of its Nordic online service.

Further, thanks to one of the many bugs and security holes in

Microsoft’s Web server software, surfers around the world gained direct

access to user files stored in the MSN Communities area. The bug, a

Web address dubbed “The Magic Link,” allowed anyone from outside

to browse online photo connections. First reported by The Register,

(www.theregister.co.uk) a British online technical magazine, tests

exploiting the bug (including my own) revealed that more than 90 percent

of all the user images stored on MSN’s servers are porn, including

a substantial amount of child pornography.

Microsoft had no comment to any media outlet other than to say

the bug had been fixed.
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AOL, the hosting companies and all the router and server and bandwidth

companies that sell to them are not the only non-adult technology

sectors to feed off the adult industry while denying its financial

importance to their survival. Indeed, Ryan Jacob, portfolio manager of

The Internet Fund in New York told CBS MarketWatch that pornography

accounts for 15 to 20 percent of revenues for portals and search

engines like Yahoo!, AltaVista and their competitors. Indeed, advertising

revenues from adult sites are consistently among the top two or

three largest categories for all advertising supported search engines.

This should not be surprising given that “sex” is the most frequently

searched-for word on every Internet search engine. Wordtracker has

been keeping tabs on search terms but until recently, search engines

and portals themselves were unwilling to admit the obvious. Google

broke the code of silence in March 2001 and admitted that, indeed, sex

has been its most frequently requested search term since sometime in

1999. In fact, it’s a not very well kept-secret that as much as half of all

search engine traffic is sex-related. Indeed, a two-year study by Alexa

Research confirmed that “sex” is the leading search word at every search

engine.

Search engines ignore the income from adult sites at their own peril

as Disney eventually found out. Disney’s Go.com search engine

(including Excite.com which Disney purchased), excluded all listings

for adult-related sites from its directory and quickly went belly up in

February 2001 for lack of adequate revenues.

Interestingly, in January 2001, visitors to Go.com who typed “sex”

into the search term box got an “Adult Content Alert” that offered a

link completely away from Go.com to one of the many adult-only

search engines, NightSurf (www.nightsurf.com), which is owned by

porn pioneer WebPower.

Yahoo! spotted sex as a path to profitability early on. From the earliest

days, Yahoo!’s sex-related categories were extensive and varied. In

1997, the company even created adult-only chat rooms and aggressively

marketed advertising space on them to adult sites. But as the

number of sex-related sites proliferated, Yahoo! made it harder and

harder for a site to get listed; even those that finally got in usually

waited for months before their listing appeared. Yahoo! started charging

a fee that speeded up the process but still did not guarantee inclusion.
Faced with increasing stiff odds against getting listed, adult sites

responded by an increasing reliance on other methods of generating

traffic and on getting listed with search engines that rely more on automated

indexing robots—also known as spiders—instead of humans as

Yahoo! does.

The revenue picture deteriorated further for Yahoo! in early 2001

when it tried to dip its toes into the adult pond by creating a section of

its site devoted to the sale of adult videos. But a group of conservative

religious groups led by the Tupelo, Mississippi-based American Family

Association (www.afa.net) blasted Yahoo! and initiated a blitz of more

than 100,000 e-mail complaints which forced the search engine to discontinue

its sex video sales plans. In addition, pressure from these

groups pushed Yahoo! into forcing its sex-related listings underground.

Yahoo! spokeswoman Nicki Dugan issued a statement that said that

the service “removed all adult-related products and categories from

Yahoo! Shopping, Yahoo! Auctions and Yahoo! Classifieds on the U.S.

site.”

All indexed links to sex sites previously listed in various search categories

are still alive on Yahoo’s servers, but they have made them harder

to find by inserting intermediate links that don’t lead directly to porn

sites. Typing in “sex” in January 2001 resulted in the display of a banner

advertisement for a porn site and search results with a wide variety

of adult links. By June 2001, there were no longer any adult banner ads

and the search results were top heavy with links to family planning

sites. It’s ironic because many of the links discuss abortion options

which are hot issues with the same conservative religious groups that

forced the re-alignment of sex search results.

Despite its efforts, Yahoo! found itself back in the sex news in

August 2001 when the conservative religious groups blasted it for failing

to remove porn completely and for allowing its international sites

to continue business as before. Yahoo!’s German site, for instance, features

banner ads promoting “live anal sex” and “hardcore photos.”

Spokeswoman Dugan explained that, “Each international Yahoo!

affiliate strives to honor the laws and the values of its host country and

evaluates its approach to determine what is appropriate in that country.”

In other words, when in Rome…or Hamburg, Dusseldorf and

Berlin, do it like the locals do.

This did not set well with anti-porn advocates. Steve Aiken, a

spokesman for the Traditional Values Coalition, said, “It looks like they

are trying to have it both ways by ‘back-dooring’ the issue. It’s not

going to work.”

Failure to cultivate and accommodate adult advertisers clearly contributed

to Yahoo!’s deteriorating financial position and huge stock

price declines in the spring of 2001 which resulted in the loss of its

CEO and other key executives. Yahoo!’s quarterly report filed with the

Securities and Exchange Commission showed that its revenues for the

three months ending June 30, 2001, were $140.7 million contrasted

with $232.9 million for the same quarter in 2000. This resulted in a

$48.5 million loss compared with a profit of $53.3 million for the

same quarter in 2000.

Most of the loss was caused by drops in advertising revenues. The

same quarterly report said that 3,170 customers advertised with them

versus 3,675 for the same quarter in 2000.

But Yahoo! and other search engines and portals have a bigger problem

with adult advertising than conservative religious groups: effectiveness.

By 1998, the larger adult sites that could afford to buy banner ads

on Yahoo! and other major search engines like AltaVista and Lycos,

quickly found that the number of surfers clicking on their banners did

not justify the money paid for the ad. Indeed, real-life surfer behavior

on a search engine calls into question the fundamental profit model of

search engines and portals which extract money from advertisers by

telling them that surfers will click on their banners.

In reality, surfers who visit a search engine tend to be task-oriented,

hunting for a specific bit of information among the search results, and
thus unlikely to click on an advertising banner. Search engines have

responded with a number of “context-sensitive” strategies that display

advertising banners or paid links which are related to the search terms.

The theory is that surfers are more likely to click on a banner closely

related to their intended searches. This has resulted in a thriving black

market where advertisers actually buy certain words and search terms

with the agreement that their banners—and often their site listings—

will be displayed along with the search results whenever a surfer types

in those words. Top search terms, including the word “sex,” can go for

more than $25,000 per year and higher in addition to the actual cost of

the banner ad itself.

A test I conducted for TechWeek magazine of the various search

engines’ abilities to serve up context-sensitive advertising promotions

revealed that, while the technology is imperfect, it seems biased toward

sex-related terms and banners.

For example, entering “+Sony +DVD +sex” turned up a banner

advertisement for a sex site more times than not, even on sites where

Sony is an advertiser.

At the heart of the matter is advertising server software, a utility

player in the database category that does its best to display a banner ad

that fits the search and gives advertisers the best bang for their bucks.

An ad server’s easiest job is to count the number of page views a banner

ad receives. Because search engines charge advertisers per view (the

median cost per thousand page views, or CPM in mid-2001, is about

$20) the ad server can continue adding to an advertiser’s monthly bill

or can cut off a banner when a preset number of impressions is reached.

Ad servers also perform the relatively simple task of rotating several

different advertising banners for the same client, thus helping prevent

“banner fatigue.” The better ad servers can give advertisers the “clickthrough”

rate for the banners, invaluable feedback in determining

which banners are the most effective.

In addition, when clickthrough rates begin to plateau for even the

best performing banners, the advertiser knows that banner fatigue is

beginning to take hold or that the ad server is not doing a good job of

serving up context-sensitive advertising.

Basic context sensitivity is relatively easy to program into an ad

server by allowing advertisers to “buy” a keyword. Walt Disney Co.

obviously buys its corporate name and can buy any number of other

keywords and character names, although multiple keywords usually

add to the CPM. For instance, a Yahoo! spokesman told me that if

Volvo purchases the word “car” as a keyword, a search string containing

cars would not result in a Volvo ad unless that word also was purchased.

Indeed, in 1998, when I first conducted these tests, entering “car” produced

a Volvo banner on Yahoo! while cars served up an Autoweb.com

ad. But by spring 2001, entering “car” produced a WebVan ad and

“cars” pulled up a banner for Corbis (the Bill Gates-owned image

licensing company). Neither of these ads is context-sensitive which

indicates that no car company or advertiser was willing to pay Yahoo!

for them.

In designing a context-sensitive advertisement server, when a search

string is entered by a user, the ad server checks to see if a keyword (usually

the first in the string, according to search engine spokespersons)

has been purchased. Then it checks to see if the banner needs to be displayed

in order to fulfill the advertising contract. If so, the banner

appears.

This relatively unsophisticated level of context sensitivity requires an

exact match for the keywords entered in the user’s search string.

Most search engine companies say they will not talk about their ad

servers, citing trade secrets. Only Lycos says its ad server software goes

further than simple keyword matching. “We’re absolutely looking at

clickstream analysis and other factors to make advertising banners

contextually relevant,” Dave Peterson, vice president of advertising

told me. Clickstream analysis looks at which banners and links a user

selects once a search has been conducted. Patterns that emerge can be

used to help make the advertising banners relevant to the user.
Increased relevance, says Peterson, results in higher click-throughs,

and that makes advertisers happy.

The reliance on exact matches for keywords accounts for the fact

that on Excite, a search for “Donald Duck” returned a generic Disney

banner, but “Mickey Mouse” served up an ad for NetGrocer Inc.

Infoseek, by contrast, returned a DVD Express banner for a “Donald

Duck” search and a Disney banner for “Mickey Mouse.” Yahoo! produced

the most relevant ads, serving up a Minnie Mouse banner for a

“Mickey Mouse” search and a Huey, Dewey and Louie banner ad for

“Donald Duck.”

At the time I conducted these tests, Disney apparently did not

advertise on AltaVista, HotBot or Lycos, but the Disney-related search

strings did launch users into a kid-themed section in Lycos, as it also

did on Infoseek.

This sort of relevance is important, says Peterson, because spam is

no longer spam when it contains a relevant message for a user. He adds

that Lycos has plans to begin using data from cookies to help target

messages. Cookies are small text messages stored in a file on the surfer’s

hard drive and associated with the Web browser. Internet sites, including

advertisers, can actually write to the cookie file and use it to store

information about the surfer’s Web site visits. It can tell the advertiser

which pages the surfer has looked at, which banner ads were viewed,

pages visited and more.

Sites that use cookies read the cookie file before displaying Web

pages on the surfer’s computer. All search engines write cookies to

searchers’ hard drives and most attempt to use that data for serving up

relevant content or advertising.

Significantly, none of the search engines notify users that their cookies

are being written to or asks permission to do so, unlike content sites

such as The New York Times and the Wall Street Journal, which explain

the cookie process to users and allow them to opt out. Privacy experts

say surreptitious cookie use presents serious violations of personal privacy.

In contrast to all this equivocal search behavior with Mickey,

Donald, Minnie and the Disney crowd, searching for sex produced a

sex site banner on all search engines (except Yahoo! after April 2001), as

did most Anglo-Saxon slang words for procreation and for male and

female sex organs. The context, it seems, becomes more sensitive when

it comes to sex.

Indeed, my tests of the search engines indicated that when it comes

to sex, advertising servers seem to behave in ways that are unexpected

by their masters. The test involved using the keywords “Volvo, Disney”

and “sex” alone and in combinations of two and three words with each

having its turn at being first in the string.

On AltaVista, for example, sex rules. A search for “Volvo” and

“Disney” returned cars.com. On the other hand, the search string

“Volvo sex” returned a sex site banner ad, as it did for every search containing

the word “sex,” regardless of whether “sex” was at the beginning,

middle or end of the search.

On Lycos, “Volvo Disney sex” returned a sex ad. “Volvo Disney” and

“Disney Volvo” returned an Infiniti ad as did a search for Volvo.

“Disney” returned an Amazon.com ad. This is very different from 1998

when I originally did the test. Back then, Disney and Volvo were obviously

advertising with Lycos since a search for them returned their

respective banner ads when those keywords were entered. Further, back

in 1998, “Disney” trumped “sex” even when “sex” was the first word in

the string. Not so in the spring of 2001 when sex came up every time

no matter whether Disney was first or not.

Despite context-sensitive methods of displaying banners, the idea of

paying for a straight cost per thousand impressions (and getting about

then 0.3 percent of those to click on a banner) runs counter to the

adult industry’s philosophy that money spent must return a healthy

profit. This, in turn, has accelerated the flight of adult money from

search engines just at the critical point when mainstay online advertisers

have gone belly up or have cut back on Web advertising.
Whether in desperation or a belated epiphany that sex makes the

World Wide Web go ’round, AltaVista signed a precedent-shattering,

performance-based deal in August 2000 with global pornographer,

Private Media Group. Instead of a straight advertising arrangement,

the deal with Private gives AltaVista a share of the revenues from subscriptions

that are referred to Private’s adult sites. While such revenuesharing

partnerships are the norm among adult sites, it is the first time

a non-adult search engine has linked up with an adult site in this manner.

Private CEO Berth Milton said that half of all searches on AltaVista

are sex related and as a result, he expects the arrangement to give

Private exposure on 25 million of AltaVista’s 50 million daily search

inquiries on its sites in Europe, the Middle East, Asia and the Pacific.

AltaVista would not comment on why the arrangement excludes the

lucrative U.S. and North American market.

Ron Levi, owner of Cybererotica, the most profitable adult site on

the Web (and who prefers to be quoted by his message board nickname,

“Fantasyman”), said he expects to see more deals between search

engines and adult sites. “This has just started,” he said in March 2001,

“and is a very sobering lesson to the search engines. In other words, it

puts a true value on their traffic which is much lower than they used to

charge.”

While attacks by conservative religious groups sent Yahoo! running

for cover, the DotCom meltdown has sent many more non-adult companies

running to embrace the revenues and profits that only sex seems

capable of generating, especially during times of economic crisis.

Indeed, the wholesale extinction of so many Web companies in

2000 and 2001 made survivors look toward the adult arena as a safe

haven. Akamai is one such company which, through its strategic

alliance with Directrix, attends adult trade shows and is up-front about

the role its technology plays in moving adult content across the

Internet.
Another large player, T-Online, Europe’s largest Internet Service

Provider, announced in August 2001 that it was forming an adult content

portal with material from Private Media Group. T-Online is the

Internet arm of telecommunications giant, Deutsche Telekom.

That same month, Freenet.de, Germany’s second largest ISP,

announced the creation of fundorado.de, a site with hardcore movies

and photos which it will offer for 9.95 Euros (about $10) per month.

Across the English Channel, struggling e-tailer lastminute.com

debuted an auction site for sex novelties and other adult “toys” but the

move is likely to have been too last-minute to make any difference.

Clearly, adult Internet businesses have proliferated and succeeded

financially because a ready and near-insatiable market exists for sex.

While non-adult e-commerce sites have spent billions trying to promote

and create a demand for the online delivery of their goods, adult

Web businesses faced the very different problem of how to fill demand

fast enough.

Ironically, sex has thrived on the Internet thanks to the lack of easy

capital for financing coupled with high profit margins and low barriers

to entry which have allowed hundreds of thousands of people to bootstrap

themselves into the business. But as any bootstrapper knows, survival

means make a profit, make it fast and make it every month.

Bootstrapping a business, as most have done in the adult Internet

sector, has the greatest chance of success when the entrepreneur can

start with a small investment and generate large amounts of free cash to

re-invest in new technology, more and better content, a wider range of

products, more substantial infrastructure and the creation of new and

better revenue-generating business models.

But even all this might not have been sufficient to spark the continuing

expansion of the adult arena had it not been for the intense degree

of cooperation that exists within the industry. While the entrepreneurs

behind Web businesses are as fanatically competitive as any other successful

businesspeople, they have woven an unprecedented web of support

and cooperation that allows sites to compete for traffic and
customers rather than against each other. The biggest competitors in

the field—Cybererotica, Cyber Entertainment Network, RJB Telecom,

Python Video, iGallery among other large players—all promote each

other. Visit one site and you’ll see banner ads from the others. They all

offer each other’s video streams and when you leave the site, you’re just

as likely to get a promotion for a competitor’s site as for their own.

While rivalries do exist and bad blood often flows in the chat rooms,

the camaraderie survives because this group recognizes that the rest of

the world sees them as outlaws. And while most secretly enjoy being

rogues, they recognize that cooperation is the only way to survive and

succeed among the legal challenges, political problems and ostracism

that litter their path.

This esprit de corps and support network extends to the very nuts

and bolts of a webmaster’s needs: free content and site hosting for affiliates,

advertising banners that have been tested and tweaked to produce

click-throughs, nuts-and-bolts webmaster assistance sites that put the

non-adult’s to shame. The webmaster sites are filled with practical

applications for webmasters and a keen philosophy of avoiding flashy,

cutting edge technology in favor of making sites useful and accessible.

Still, all this would be useless without the profitable array of advertising

and affiliate programs that make it possible for all to prosper.

Many of these programs that the adult world either invented or perfected

have made the transition into the non-adult where big names

like Amazon.com try to take credit for them.

The chapters that follow will examine each of the specific programs,

business models and other elements in this incredible support system

along with the pioneers who gave birth to them.

