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Banking on Apache
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With an influx of funding,
Covalent Technologies takes
the Apache business model to
the next level.
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Meet the eight men who
brought Apache to life.
 

 

(Note: the following Wide Open
News story originally appeared on
Dec. 16, 1999.)

While Wall Street has embraced the
notion that Linux has the potential to
revolutionize computing, another
far-reaching open source project,
Apache, isn't registering on the
market's barometer. Several
companies have launched successful
business models off the Apache
code, some long before most
investors even heard the words open
source. One company in particular is
in a position to take the lead in the
Apache arena: Covalent
Technologies.

Covalent today announced the influx
of $5 million in its first round of

funding, led by H&Q Venture Associates. Not an extraordinary sum by
Silicon Valley standards, but enough for the Apache community to take
note.

Covalent's bread and butter has been its Raven SSL module, an Apache
appliance that provides encryption needed to securely transfer data, such
as credit card info. But the company's funding marks what CEO Randy
Terbush calls not a shift but an expansion of its business model -- either
way, it's one that aims to make Covalent the premiere Apache support
and services provider.

In October, Covalent launched its tech support service for Apache --
server software that sends up requested HTML pages or files to a
browser -- and with the added cash, the company plans to ramp up
commercial offerings for the server, as well as training and certification
programs. Like VA Linux Systems and Red Hat in the Linux arena, the
company appears to be trying to make itself a commercial gateway to all
things Apache.
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Whether Covalent can pull it off is unclear -- but the company certainly
has the credentials. As one of the eight original creators of Apache
server software, CEO Terbush is intimately familiar with the code that
he's servicing; and while he's obviously sold on the benefits of creating
software in a distributed, nonlinear fashion, he's also well aware of the
merits of deciphering the program in the more linear English language
for the public at large.

In the encryption domain, Terbush's know-how has pulled in business
from institutions such as AT&T, Federal Express, HP, and Harvard. And
the hope is that the company's street cred will stream over into the other
Apache areas as well -- namely support and services, the model that has
carried more than one Linux company into an IPO.
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Question is, do Apache users need the level of support that is required
for Linux? After installation, interaction with the server is generally
minimal. And Apache has needed little help in the way of aggressive
commercial support to become the dominant server software. According
to the most recent survey taken by Netcraft, a UK-based networking
consultancy, nearly 55 percent of all websites are running on an Apache
server while Microsoft servers account for only 25 percent. Microsoft,
for it's part, counters that the density of the NT is much higher among
high-tech and ecommerce servers, citing one report that found fifty
percent of the top online shopping sites running on NTs.

In fact, the Apache server's ubiquity does not mean that it will be the
first choice for a client who's willing to pay for the ability to bypass
FAQs and newsgroups to reach an expert. The lack of support, says the
Dan Kusnetzky, program director of serverware at IDC, is one of the
leading hurdles facing corporate adoption of the open source server. "IT
organizations are very concerned with support, performance,
quality.They feel much more comfortable using a commercial product
like Netscape or Microsoft's Internet Information Server because it is
backed up by companies they're aware of."

According the Ned Schumann, CEO of dialup service OlympusNet, only
by using Covalent could the company advantage of some of Apache's
more sophisticated offerings, such as database Web hosting. Terbush
says that Covalent's staff, four of whom are dedicated to support
services, has the expertise to deal with most companies' specialized
needs.

The biggest sell, however, for a company considering shelling out a
relatively large sum of money on support is not specialized needs, but
security. Covalent believes that by offering the option for immediate
support, it will turn the heads of upper management types that require
access to the equivalent of a 911 for servers. Employees may not access
the server as much as they would a desktop or workstation, but as IDC
analyst Doug Chandler notes, businesses that run 24-7 have a lot more
riding on their servers than they do a PC. "Companies are willing to pay
for that support," he says.

Cost for support ranges from a $995 annual subscription, which allows
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for 12 "incidents" per year, to a $60,000 subscription that includes
unlimited queries 24-7, online or on the telephone. Round-the-clock
support is perhaps a lot to bear for a 12-person company, and Terbush
admits that the costs for their phone services can be intimidating. But
online support, the medium by which Apache was largely created, is not
necessarily less effective here, and in many cases -- if, say, a patch is
needed -- might be preferred. A database accessed by Covalent staff and
clients clearly communicates queries and responses, as well as a history
of previous incidents.

The mere presence of a support vendor like Covalent gives companies
using the Apache server more assurance. Matt McAlister, general
manager of Web services at The Industry Standard says that the
magazine switched from Netscape Enterprise to Apache after
experiencing crash problems. So far, the group has been able to take
advantage of a large pool of developers who know how to make the
most of the software -- one of the perks of using a popular open source
platform. But would they pay for support? "I would absolutely pay for
support because this is a mission-critical app. I have no doubts that our
developers can handle any problems, but I would pay to guarantee that
someone could help us in an emergency," McAlister says.
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Covalent claims to be the first to market full commercial support plans.
But it's not the only choice for shoppers. Stronghold, the Apache-based
Stronghold server (used, according to Netcraft, by Amazon.com), offers
support packages for its product. And companies like IBM offer tech
support for products, like its WebSphere line, that come bundled with
Apache. IBM, in fact, already offers an Apache training course. But
Randy Terbush isn't fazed by the competition. In fact, he says, in an
attitude evocative of his open source roots, that he would welcome
working with a number of companies offering similar services. Perhaps
he feels that Apache, the dominant server, has the bandwidth to float a
number of companies. Or perhaps, as a well-entrenched pillar of the
Apache community, he knows that he can't be uprooted so easily.

In addition to being the CEO of Covalent, Terbush also serves as
treasurer of the Apache Software Foundation, the nonprofit organization
that provides funding and legal services to the Apache server project and
Apache-related projects. Covalent releases relevant changes back to
Apache, provides donations to the organization (a portion of their
Apache CD sales goes to the foundation), and now armed with
additional funds, Covalent will dedicate more resources to the project in
the form of programmer time. The benefit for Terbush is the assurance
that the product that provides the foundation for his business continues
to stay robust and competitive.

So far, these efforts appear to be paying off for the company. Terbush
was unable to disclose its annual revenue, but claims that sales of
support and the Raven SSL, which is still bringing in the most income,
has put the company in the black. But the CEO sees support becoming a
larger part of the revenue. In fact, the patent that is held by RSA on the
core Raven technology is set to expire next year, freeing up the data for
anyone who wishes to use it. But Terbush only sees this as a good thing
for Covalent. They won't have to pay the license fee any longer, he says,
while the free code will open the door to new products, perhaps other
applications requiring secure communications services.

The company is expecting a lot of growth in the next few months,
including some 60 new hires, as well as some major changes. The first
of these will be a move of company headquarters from the Nebraska
heartland to Silicon Valley -- although Covalent will still have a

Wide Open News -- Banking on Apache

http://www.wideopennews.com/story/286-3.html (1 of 2) [6/29/2000 4:11:18 PM]

http://www.wideopennews.com/index.html
http://www.wideopennews.com/index.html
http://www.wideopennews.com/recent
http://www.wideopennews.com/recent/archive_idx.html
http://www.wideopennews.com/respond.html
http://ad.doubleclick.net/jump/www.wideopennews.com/index;kw=sub;slot=1;sz=125x125;tile=1;ord=OVwCYs6EKcsAAAQcVmM
http://ad.doubleclick.net/jump/www.wideopennews.com/index;kw=sub;slot=2;sz=125x125;tile=2;ord=OVwCYs6EKcsAAAQcVmM
http://www.int.c2.net/products/sh2/
http://www.apache.org/


significant presence in cornhusker country. And after that, an
Apache-related IPO? "It's something we would like to consider in the
near future," says Terbush.  
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