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OECD- Canada Technol ogy Foresi ght Forum

Session 1

The future of the Participative web: Convergence
and Diversity?

Ottawa, ON
-—-—- Upon commencing on Wednesday, October 3, 2007
at 9:25 a.m.

MR. OXLEY: As part of the
partici pative Web, we are being participative. W
have Kieren off to the right there who is doing
sonme |live blogging. So as you are involved,
speakers, with your questions, you may see
Kieren's hand go up because he is representing
quite a large force: the OECD bl ogosphere. As
well, we are live stream ng this and we are
recording it in the back end, and there is
si mul t aneous translation in the back.

| want you to remenmber this is the
participative Web. Everybody should participate.
How do we bal ance the remarkabl e opportunity wth
the possibility in governance as it grows?

So wi t hout further ado, | think
it's a great tinme. And a wonderful person to Kkick
off this conversation for the first session, "The
Future of the Participative Web: Convergence and
Diversity", | want to introduce John Lettice.

Come on up, John, and bring your
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panel up.
--- Appl ause

MR. OXLEY: John is a pioneer in
this area and this is rather exciting for me
because | get a chance to introduce somebody who
is a pioneer.

John, it's wonderful to meet you.

The founder, co-founder and
editorial director of The Register.

MR. LETTICE: Good norning, |adies
and gentlemen. |'m John Lettice of The Register
as you have just heard.

In my opinion, we've got a
bal anced and varied panel to present to you today.

We've got Jonat han Taplin of the
Uni versity of California; Cyrus Beagley from
McKi nsey; Gi nsu Yoon from Second Life; and M chae
G ll from Fairfax Business Media.

We'l|l just kick off with Jonathan.

MR. TAPLIN: Thanks very nuch.

' m going to try and give you a
sense of what the infrastructure needs will be for

this new Web.
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Obvi ously one of the places that |
come fromis the sense that we are living in a
converged IP world and it's going to be very video
intensive. | was on Second Life |ast week and
people were putting up little pieces of video
inside Second Life to show that they had done its
mash-ups and stuff |ike that. So everywhere you
ook it's going to be intensive.

| come froma point of view where
voi ce data and video are all converged in a
seam ess operation across all three transport
medi a; that everything will be broadband
everywhere. That will mean an increased need for
very flexibility of deploying services.

M crosoft takes eight years to
depl oy a new version of W ndows and Googl e puts
somet hing out in beta in three months and sees
what the customers |ike and what they don't Iike
and doesn't worry if it's not baked perfectly.
The feedback will help them | earn that.

So this rapid content and
aut horing and enablement is really critical, and

service providers have got to get on the board of
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this and stop worrying about five-nines, having
everything perfect before it gets put into the
field.

Most importantly | think we are
going to live in a world of increased
personalization, and that means that |I'm
interested in the Los Angel es Lakers basket bal
ganme, videos, and I'm not interested in the New
York Nicks. So | want the full game on demand on
my TV. | want a 20-m nute highlight reel on ny
broadband PC, and | want the slam dunks, two
m nutes of that, on my nobile phone.

So that means |I'm going to nmove

froma device-centric world to a subscri ber -

centric world. The providers are going to need to

give me content on all three of these platforns
whenever | want it and | want to have access to

t hat content. And that means | nove from a

| ocati on-dependent world to a | ocation-independent

world, all right?
Now, in terms of the way nost
peopl e access the web we have to still remenber

that this is a mobile worl d. And the nunber of
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mobi | e phones, that is the dark blue, conpared to
t he nunber of people who are on PC s or accessing
internet cafes or have broadband is really rather
remar kable. And so let’s remenmber that many
peopl e, especially in Asia and Africa, their only
access to the web is on a nmobile device.

Now, what is Web 2.0? [’ mtrying
to give you some kind of crazy highlights of this.
But really what it is is a set of services and a
set of interfaces that are conpletely interactive,
that it’s blogs, wi ki’'s, voiceover |IP, podcasting,
filtering, social networks, collaborations, social
bookmar ki ng and that there’'s a set of tools, SOAP
ROS and all these pieces are allowi ng you to nove
content back and forth. But nost of all it is a
two-way world. And that’'s the critical thing to
t hi nk about.

Now, some countries and these are
obvi ously OECD statistics, some countries are way
ahead of other countries. And as you can see, the
average downl oad speed in Japan and Korea on the
far left are there and everybody else | ooks like

pi kers in conmparison. And when we become a video
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world we’'re all going to have to get our
infrastructure up to that speed.

The bottom chart is the adoption
of fibre directly to the home in Japan and again,
al most no country is taking this |leap. And the
U.S. has fallen to 16'" in broadband diffusion
from12'" in the last year. And so many countries
are making investments at the, you know,
governnental |evel to make sure that this happens.

Now, the nost important thing is
to see what’'s happening with the consumer in ternms
of adopting these Web 2.0 services. So, the top
chart on the far left is YouTube page views in the
| ast year, the next chart, “Massive Multi-player
Game Subscriptions”. The next chart on the bottom
left is the number of blogs in the world. And the
chart on the bottomright is the growth of social
net wor ks conmpared to Yahoo and Googl e.

You can see a kind of simlar
curve on all of these things. In other words the
great growth in what’'s happening on the web is al
in this Web 2.0 world. It’s all in things which

are two-way, which are interactive and are
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massi vel y needing of |large pipes in order to make
t hem successful .
Finally, | want you to think about

video on the web. This is the statistics from

last -- well, the month of August. So, the total
number of videos viewed was 9 billion, 76 mllion
-- 24 billion mnutes. YouTube alone had 2.3
billion views, individual videos viewed. Yahoo,

My Space are in the, you know, 300 to 200 mllion
vi deos viewed and this is for one nonth. Now,
this is growing about 2 to 3 percent a month.

"1l just give you a little
statistic. Last month in the U . S., a young man in
a college forum where John Kerry was speaki ng,
started objecting. And he basically -- the police
overreacted and tasered him And this was put up
on the web as a YouTube video. That individual
video got 9 mllion hits in one week.

Now, an average |arge cable TV
audience in U S. is 800,000 people. So this got
more than 10 tinmes as many views as was the best
CNN show of the week. So, this is not small

potatoes. This is big.
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Now, | will only |eave you with
one last thought. Utimtely one of the questions
that this whole body of countries is going to have
to think about is how providers who own content
are going to get paid in an internet age. And |
t hi nk one of the things we have to | ook at is the

exanpl e of the music business.

In the music business people -- as
some of you know, | started out working for Bob
Dyl an many years ago -- the people who are

songwriters get paid very well because in the
restaurant we sat at |ast night they were playing
musi ¢ and they pay a license, just a flat use fee
every nonth for the privilege to play nusic. And
So songwriters get paid.
The people who are drummers in
l'i ke the band, the great Canadi an group that |
wor ked for that backed Bob Dyl an are quite poor
today. The songwriters are very rich. \Whereas
t he musi c business is going down as a record
busi ness, the publishing business is going up.
One of the things | suggest we

have to think about is a fee that gets assessed
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for copyrighted material at the ISP |level of $3.00
a nonth, say, for every broadband subscri ber, and
that’s charged at China Netcom and it’'s charged at
Bell Canada. And it’s put into a pool and
somebody figures out how to divvy it up.

lt’s worked brilliantly in the
musi ¢ business. And unless we figure this out,
content owners are not going to be able to figure
out a way to get paid for content.

So, that’s a quick view of the
overview of the infrastructure. And I"II turn it
back to John.

--- Appl ause

MR. OXLEY: | thought 1'd just try
this. Yeah, that’s working -- saves me hopping up
and down every tinme.

Next on we have Cyrus Beagley from
McKi nsey.

MR. BEAGLEY: Thank you very nmuch.
"1l try and keep ny remarks brief.

What | was asked to do was to --
| ”ve been asked to basically provide a bit of a

financi al perspective on the participative web and
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including venture capital activities and so on and
so forth.

So, to do this what | thought I
woul d do is do basically two things. One is |et
me start by providing a quick description of the
| evel of business activity around Web 2.0 and al so
provi de a perspective as to how the situation
today is quite different fromthe situation in
'99-2000, the last internet boom

And then let me just highlight
what | think are some of the few inmportant
gquestions or uncertainties out there in terms of
the Web 2.0 from a business and financi al
perspective and hopefully that will be hel pful in
form ng some of our discussion today.

So, let’'s start off with just a
qui ck description of the |evel of business
activity around Web 2.0 which frankly has
increased very significantly over the |ast few
years. And there are several indicators of this
increased activity.

The first one is venture capital

activity. If you turn to the first slide you’l
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see that over the past three years the |evel of
venture capital funding of Web 2.0 businesses has
increased dramatically. It’s reached nearly $900
mllion in 2006, nearly double the amount of
fundi ng and double the number of deals from a year
prior.

If you look in 2007, it |ooks I|ike
the activity is somewhat sort of slowi ng down or
the growth is flattening and anecdotal evidence
suggests that actually some of the investments
have sl owed down even further over the |ast few
nmont hs.

A second metric | think for
increased activity is the |level of MNA activity.
And frankly to date the nunber of exits fromthese
venture capital investments have actually been
relatively few. However, there are some signs of
increased activity. Everybody will know, for
exanpl e, the two major acquisitions that have
happened in this space: the acquisition of
My Space and the acquisition of YouTube.

But beyond these acquisitions

t here have been several other significant
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transactions in recent months. For exanple, in
May of this year, CBS purchased Last.fm a social
and music recommendati ons site and just |last nonth
Di sney acquired Club Penguin, a virtual world
focused on kids for about $350 mllion and there
are regul ar announcenments in the press. So, sone
increased activity there as well.

But beyond these VC and MNA
activities, | think the participative web is
really having a very broad affect on established
busi nesses as well. Anong the nmedi ant and
entertainment conpanies that | serve at, MKinsey,
for example, | think it's fair to say that
participative media has really beconme a top-of-

m nd strategic issue for nearly all the players in
t he industry.

If you | ook at the follow ng
slide, this will give you a sense of the
i mportance of this participative media phenomenon.
This | ooks at the top 100 brands online. You can
see that the share of community sites, |ike
My Space, uTube and Facebook, now represents about

a third of total page use online.
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And so you can imgine that for a
medi a conpany this is a pretty significant change
and a pretty major issue that you need to deal
wi th.

While Web 2.0 may not raise the
same | evel of threat and opportunity for non-nedi a
busi nesses, the participative web is also an
i mportant issue for the majority of established
busi nesses.

According to a recent MKinsey
survey of nearly 3,000 gl obal business executives,
75 percent of conpanies say they will maintain or
increase their investments in Web 2.0 over the
next three years.

If you | ook at the next slide,
this lists some of the areas that these executives
said they would be investing in in the future.

The interesting thing is that they are not
necessarily relying on the best known trends or
Web 2.0, such as bl ogs, for exanple, instead they
are placing the greatest inportance on

t echnol ogi es that enable automati on, networKking,

both internally and with their customers, and
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collective intelligence tools.

So given this |evel of heightened
activity, one question that regularly comes up is,
you know, is there a risk of over-investnment? Are
we returning to another Internet bubble?

| think the quick answer is, you
know, it's hard to make any bl anket statements and
there are a nunber of reasons why the situation
today is actually quite different fromwhat it was
in 1999-2000.

For one, the existence of
advertising networks, |ike Google AdSense, for
exampl e, have enabl ed many of these energing
online offerings to nmore quickly monetize their
audi ence and traffic than they could have in the
past .

Venture capital metrics are al so
relatively conservative. VentureOne indicates,
for example, that the median pre-noney val uation
for Web 2.0 conpanies in 2006 was about $6
mllion, which is about a third of average pre-
nmoney val uation reported for venture-backed

conpanies in the U. S.
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Finally, as mentioned earlier, the
number of exits has actually been relatively
[imted to date. In particular, in stark contrast
to what happened in 1999-2000, the nunber of |POs
has been very |limted. So the phenomenon has
| argely been contained to the venture capital
world, with [imted spillover into the public
sphere.

This gives a little bit of a
perspective of the |level of activity and how
things are different today conpared to a few years
ago. What | wanted to just do, |I will |eave you
with just a series of questions around the
busi ness mpdel dynam cs of the participative web.

Let me highlight four main
guestions, and I'm sure we will discuss themin
more detail during the Q and A session.

| think the first major question
is to what extent Web 2.0 properties will manage
to successfully grow their advertising revenues.

As | mentioned earlier, ad
net wor ks are enabling the monetizing of these

properties much faster, but the |evel of
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nmoneti zation remains very low still and many of
the |large participative web companies are still
only generating relatively modest revenues. So |

think that's one questi on.

Al'l in all, given the work that we
have done, | think we are relatively optimstic
t hat these conpanies will actually generate

significant advertising revenues in the next few
years. We basically project about $5 billion in
advertising revenues by 2012 in the U S. for these
ki nd of conpani es.

| think a second maj or questi on,
from our perspective, is how well consumer-facing
Web 2.0 sites will be nmonetized beyond
adverti sing.

Our sense is there's tremendous
addi tional value to be unlocked in other areas of
mar keti ng, for exanple product devel opnent. The
profiles and conversations on these sites offer
potentially unprecedented wealth of information
for marketers.

| f you i magine, for exanple, you

are devel oping a sports shoe or you are a sports
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shoe manufacturer, if you could find a way of

| everaging the conversations on these sites to
decide a little bit better and get better
information about consumer needs and consumer
desires to decide which shoe you actually want to
| aunch, you could save hundreds of mllions of
dollars in product devel opnent and marketing
costs.

The general sense there is that
mar keters today are still very nmuch experimenting
in this field and that participative media sites
are only at the early stages of building offerings
t hat can enable them to actually capture that
val ue.

| think a third question, and |I'm
sure Jonat han tal ked about it a little bit, and
' m sure M chael will talk about it, as well, is
t he question of protecting the rights of
traditional content creators. |I'msure we wil
di scuss that in a little bit nore depth later.

And then, finally, the | ast
question I will leave you with is really froma

product offerings' perspective, which is, you
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know, what's next?

To date, nmost of the Web 2.0
activity has really involved PC-based online
offerings. | think one of the questions is: what
is the next platforn?

To Jonathan's point, there's been
a lot of activity recently in the nobile space.
On anot her hand, conpanies |ike SecondLife are
creating conpletely new participatory nmedi a
experiences online.

A recent MT technol ogy review
article, for example, discussed the potential of
services |like SecondLife to merge with nore
traditional online offerings, |ike mapping or
| ocal search, which may not be what SecondLife
wants to do, but there, again, it's not hard to
i mgi ne the potential for a whole new wave of
i nnovati on and new product and service offerings.

So those are just four questions.
" m sure there are many others, but, hopefully,
this is helpful in sort of kicking off this
conversati on.

Thank you very much.
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--- Appl ause

THE CHAI RPERSON: Qur third
panellist is G n Yoon, from SecondLife.

MR. YOON: | have to apol ogize in
advance. | seem to have devel oped a tremendous
cough on the plane, so if that disrupts my talk
here, bear with me, please.

So for those of you who don't know
about SecondLife, a quick description is that it
is a 3-D virtual world, it is an online conputed
space where people can interact. There are a
number of different kinds of these virtual worlds
in the industry now. Many of them are quite game-
like. Ours, we feel, is nore communications and
creation oriented.

| think that we have tried to make
a differentiation in having highly detail ed, user-
created content. Everything you see in this
screen shot, for exanple, was made by users of
SecondLi f e.

Our conpany, Linden Lab, well, we
hardly have to do anything at all, really. W

just make the |and you see there, the sky.
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Everything el se was made by the users: the
chairs, the podium there's sone rockets there in
t he background. People create whatever they |ike,
for whatever kind of experience they I|ike.

Both M chael and Susanne tal ked
about the |ast decade or so in the evolution of
the I nternet and that's very nuch how we see our
m ssion: to understand the [ast 10 years so that
we can understand what's going on in the next 10
years.

This Web 2.0 stuff that people
tal k about today, I"'mreally not sure what all of
it means, to tell you the truth, but what we do
see is a number of trends, in ternms of persistent
interaction, always being online, multiple media
streans.

Peopl e have gone from email,
message boards, instant messagi ng, Voice over |P,
bl ogs. Those things don't replace each ot her,
they all layer on top of each other, so that
peopl e are constantly in conmmunication in a nunber
of different ways at the same time. Of course,

nore recently, we have seen the enmphasis on
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partici patory medi a, which we think of as user-
created content.

The area that, | guess, as
graphics technol ogi sts we have enmphasized is the
i mmer siveness of the interaction. Maybe it's not
easy to see how imersive the web experience has
become over the | ast decade or so, but if you
recall back to early websites that were just
purely text-based and you think about today, how
you are seeing not just text, but, of course,

vi deo and graphics, voice over the Internet, it's
become this imersive environment, which, we
believe, just scratches the surface.

When we think about what's going
to happen over the next 10 years, we ask
ourselves: s it going to be less immersive than
it is today? It seenms pretty unlikely. It seens
like it's going to get nore and nore imersive.

And when you talk about these sort
of science fiction fantasies of the Matrix or the
Met averse, they really don't seem that fantastic.
I f you think about it hard enough, if you are not

afraid to think about it hard enough, it seens
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i nevitable.

So we figured we m ght as well try
to do everything at once, since there is an
opportunity here to create a platformthat is
i mmersive, graphically immersive, persistent,
mul ti pl exed, user-created. As |long as you are
going to try to start a conpany in this extremely
confusing Web 2.0. ..

There is an opportunity here to create a platform
that is immersive, graphically inmmersive,
persistent, multiplexed, user-created.

As long as you're going to try to
start a conmpany in this extrenmely confusing web
2.0 environment, you mght as well try to do
everything at once, and connect it to everything.

SecondLife is not an encl osed
world, it is really inter-connected with the web.
Peopl e stream vi deo, people text in and out, e-
mai | in and out, have voice comunications. [It’s
something that we think is part of what’'s going on
on the Internet, rather than a separate
experience.

A | ot of people ask what kind of
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strange fol ks actually use SecondLi fe. It is
definitely, I think, still an early adopter
experience. People talk about the ten mllion or
so registered users in SecondLife. The mllion

and a half or so who have | ogged on in the | ast
sixty days and they tal k about these as big
numbers.

Well, if, again, you think about
this in the context of where this kind of
communi cation is going, and you think about the
billion Internet users today, it’s just scratching
t he surface. But even in the early users, the
demographic is much different than people expect.
lt’s actually quite simlar to Internet usage
t oday, an average of thirty-two, significantly
hi gher femal e usage than people expect, and our
product is actually much nmore used in Europe than
it is in North America, and we’'re just starting to
see Asian and Latin American users com ng on-1line,
t 00.

This, despite the fact that we’ve
really done very little to market to any areas

outside of North America, but it seems that we
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can’t keep people fromtrying to go into this
partici patory experience.

One aspect that people like to
exam ne and tal k about, and study quite a |ot, |
just thought 1'd touch upon here, is our virtual
economny.

We have a feature of SecondLife
called the Linden dollar. [It’s basically a unit
of trade that people use as a medi um of exchange
to buy and sell virtual objects in SecondLife,
obj ects, services, any type of things that they
can create within the world. They purchase Linden
dollars fromus, from other users. They use them
to buy things. And, of course, the creators who
take in Linden dollars then are able to cash out
their Linden dollars by selling themto other
users.

Again, it seems like an odd little
cottage industry but today it’s a cottage industry
that’ s generating approximately a mllion dollars,
a mllion US dollars per day in economc activity
in SecondLife, and at this rate of growth that

we're seeing now we think it’s quite an
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interesting econom c phenomenon to watch.

Thanks very nmuch.

--- Appl ause

MR. LETTICE: Our final speaker is
M chael Gi Il of Fairfax Business Medi a.

MR. Gl LL: Thank you. Thanks,
John.

| m very conscious as the print
guy here that | shouldn’'t sound |like Yossarian in

“Catch 22", so I'’mgoing to start with sonmething
which | think is a proposition which perhaps
attenpts to | ook, at least fromthe perspective
that | experience nmost days, where things m ght be
headed.

As a concept, | think the way |’ m
| ooking at it is that we're presently in a very
early stage, as the other speakers have indicated,
and we talk about 2.0 or whatever, but it seens to
me that, putting the technol ogy aside, there’ s an
i ssue about, or a fact about the way that people
behave that seenms to me to be obvious right now in
t hat we have a ubi quitous experience on the web

whi ch tends naturally to bring consolidation to a
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| ot of markets to aggregate things and to
typically, fromthe user point of view, to create
anonynous experiences and a commoditized val ue.
Certainly in places where information was the key,
if you like, the monopoly value in some
transacti onal behavi ours or which dom nated the
nature of the transaction, those of us who, for
exampl e, have classified s in newspapers, or who
were retail stockbrokers are finding life very
difficult.

The situation even where
monopolies existed for the supply of any sort of
commdity could, obviously, have changed.

But it seems to me, the obvious
t hing about it is that it an anonynmous and a
ubi qui tous and a commmoditized experience and
that's the early stage of where we are, because
all these markets inevitably fragment as human
behavi our fragments.

It seems to me, in the web
environment is a bad identity, and people, you
know, if you think of your own experiences, the

value is often nmost created to you, or nost
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identified to a person when you're famliar with
the identity of the transaction. You don't trust
transactions that don’'t have an identity. People
buy things on th web that they know. They don’t
buy things on the web that they don’'t know.

| think if you |ook at where the
confusions are, and we're all confused at the
moment, particularly in media, about where val ue
is created, marketers are |ooking increasingly at
pl aces where the fragmentation has val ue, and I

t hi nk one way to think about the future is that we

wi | I have a ubiquitous, anonymous web world where
there’'s -- you know, everyone is doing things in
common for free. And we'll have a whole | ot of

different behaviours and experiences where val ue
is created through individuals. | mean, it is
already true on the web that many, many
organi zati ons have highly val uabl e busi nesses
where the information is the value and it is
transacted on the web.

| think it is a falsehood to say,
for example in the newspaper business, that the

only people who are making nmoney have got free
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websites; that’'s not the case. And, in many other
instances there is plenty of value being created.
But | guess the point |I’mgetting to is that
there’s a | ot of businesses who have very
substanti al applications built behind firewalls
who are spreading those applications already to
many, many customers, but when the Bandwidth is
there, they will expand those transactions very
dramatically. And |I think we’ve yet to see what
wi | I happen.

We’' ve already seen, for exanple,
t he number of business models that have been
chal l enged by what’s happened already: the
classified advertising market in newspapers, the
retail stockbroker | mentioned, the tel ephone
conmpany -- there are a great many of themand it’s
obvi ously happening to many, many providers at
| ocal |evels. But, | think the immaturity of that
is, you can say, when you think about the sort of
debate that goes on around the Wall Street
Journal, for exanple, where we’'ve got a fantastic
organi zati on of huge value offering information to

mar ket where the alternative supplier is probably
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one which has noved their whole business from
newspapers to subscription-based services, and
that’'s the Canadi an company Thompson.

| 1l ook also at what our audiences
are saying about what they want from web, and it
seems to me it’'s much nore |like a sort of Facebook
type experience where they can qualify their
relationship with people, than it is about a
mouse- base experience. And that’'s not val ue
ei ther of them | just would say that
particularly in a business type audience they do
want to have a qualified experience. They do want
to be able to trust the face-to-face because they
really don’t see any other, | think, opportunity
to create value by mutual experience if they can’t
qualify it.

| think there is no doubt that
everything our audiences are telling us is they
want interaction. They really want to have al
t he opportunities that we can bring to bear where
we can provide themwith a qualified information
environment and their capacity to do what they

want with it, both for thensel ves and wi th other
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peopl e.

| guess the chall enge that we can
see going forward is that those of us in, say, the
medi a business, and particularly in the news
busi ness, who m ght have been ki ddi ng ourselves
about the value we create for people, whether or
not, you know, | guess in the end the value of the
news that we present is unique, or whether in fact
it is a commodity and we have been extracting
value fromthe community in a way that’s not
sust ai nable. Those businesses are the ones that

are vul nerable to the ubiquitous and free

environment, | think, of the web.
| think there will be, and it may
not be the incunbents, but there will be very

significant new businesses that take advantage of
what the sort of control, and qualification and
gquality opportunities that audiences want from
particularly news organizations in the new
environment . But | don’t think that today the
technology is in place, nor is, | guess, the
model s are in place that make those things

obvi ous.
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Thank you.
--- Appl ause

MR. LETTUCE: Okay. We’'ve kept
presentations brief with a view to getting some
interaction going, and we’ ve got a healthy period
| eft where we can do question and answer.

| f people would care to make
t hemsel ves known and -- are there roving mc’'s, or
anyt hi ng?

UNI DENTI FI ED SPEAKER: There’' s
stands --

UNI DENTI FI ED SPEAKER: Just at the
back there you will see on the right-hand side and
the lefthand side there’'s m crophones up, so if
you have any questions, please make your way to
t he m crophones on the side. And we’ || get
started.

MR. OXLEY: It would be hel pful if
you could state your name and organization and if
there is a particular speaker you wish to direct
t he question at, please say. And also bear with
me, | am rather short sighted so people at the

back pop up and down pl ease.
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MR. LETTI CE: Maybe | will take
the first question.

MR. OXLEY: Yes, sure.

MR. LETTICE: The conversation
actually linked in really well with M chael’s
conversation and Susanne’s as well. So the world
is getting bigger from a governnment perspective,
smaller from an individual perspective, there is a
| ot of technol ogy being invested into connector
types of technol ogy and the monetary world is
starting to conme up and froma second life
perspective as newer opportunities.

And we have seen where the future
is going now. And |I | oved your perspective about
the matrix could al nost be there, because the
possibilities are endless right now. Yet being a
governnment in this world, |ooking at these endl ess
possibilities, what are some key things and I
woul d just ask the panel to cross there, do you
see as chall enges when you are trying to | ook at
governing in this fast-paced environment? Like
you nmentioned, Jonathan, Google throws something

up there in a short period of time and | don’t
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know what it is, but |I have policies and backing
that link frompatent to copyright to intellectual
property. So what chall enges do you see?

MR. TAPLI N: | see two chall enges.
One of which is becomng a real issue in the
Unites States right now, which is what we cal
network neutrality. In some countries,
unfortunately the U. S. being one of them we are
basically dealing with a broadband duopoly where
there is a choice of two providers, if you are
lucky, to get broadband to the hone.

Last week a women’s rights
organi zation call ed NARAL asked Verizon for a
short code in order to communicate with members
who woul d actually ask for information on women’s
right to choose to be able to talk to their
congressman. And they were refused by Verizon to
have access to the SMS system because they said it
was political.

It seems to me, if we are going to
live in a telecom duopoly then the old notion of
common carrier that used to carry across the

Unites States’ systemis going to have to be, in
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some way, put into this systemin the sense that
provi ders cannot deny access to the web or to the
mobi |l e services for political reasons. That is
the first question.

The second question is, the one
that | raised, is the notion from many big content
owners that digital rights management will sonmehow
secure their content forever and that their
content will exist in this perfect digital cocoon
t hat cannot be broken so they will get paid for
their content is, | think, a fantasy.

And so, therefore, what | am
hoping is that some kind of collective |icensing
agreement can be done so that the owners of
content and the artists that created it will get
paid. Because to believe that there is some
wonder ful scheme that a hacker in Finland or
Russia is not going to break within 24 hours of
its release is, | think, an illusion.

MR. YOON: I think that one of the
great things about the environnment, the digital
environment we are seeing today, is all of the

rapid iteration that is going on in creation and
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busi ness models. And | think that the speed of
change in these things is something that a quite
often makes people a little bit disconcerted,

i ndi vi dual consumers, | arge businesses,
governnment al bodi es considering regulation, all of
us | ook at this speed of change and get sonetines
alittle bit frightened by it.

But | think that it is a great
opportunity that we see here in the rapid
iteration of business nodels. And of course,
being fromthe U.S. and working in an
entrepreneurial conpany | have maybe a little bit
of a naive faith in sonme free market forces. But
| do take the perspective that it is just as
dangerous, if not nore dangerous, for any of us,
busi nesses or governments, to assume that we know
what the proper business nodels are for the
future, that we can inpose any kind of collective
i censing schenmes and taxes that harden any
particul ar busi ness nmodel of the past.

So | guess what | think that this
partici pative media has given us all is the

opportunity to observe little |aboratories of
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experience and we should | ook at the results first
bef ore we make assunptions about what needs to be
controll ed.

MR. BEAGLEY: Yes, | think there
is potentially two maj or themes; one is
organi zation. So what kind of rules need to be
put in place, you know, to Jonathan’s point, to
enabl e the protection of the rights of say content
owners and the degree to which you do that and the
different systems that you could put in place will
obviously inpact the way the participative web
unf ol ds.

And then I think there is just a
question of access as well. As you think through,
you know, beyond, though the | argest countries are
presented here, how do you ensure that popul ati ons
do have access to these new technol ogi es and can
actually participate in this whole new wave of
i nnovation and contribute to making it an even
bi gger phenomenon.

MR. Gl LL: | guess in ways | am on
the fantasy end of the discussion. I think that

we are |looking to try to find ways in a very
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rapi dly changi ng environment where | think there
is a serious risk that people managi ng what are |
think to some extent social institutions in many
countries, which is the actual quality news
gathering roles, are at risk because short-term
deci sions may be taken on data or business

behavi ours that aren’t |long-term attri butes.

And | guess the one that | think
of most is that if you ook at the way that
advertising is priced typically, and it is not
typi cal as broad generalization, but typically the
pricing tends to price eyeballs evenly. It tends
to say that if you are | ooking at the New York
Ti mes, those eyeballs, roughly speaking, are worth
the same as the eyeballs | ooking at a blog in
Okl ahoma. And what that says about the model is
that there is no point in investing in the news
gat hering that that organization invests because

there is no possibility of return.

Now, | don’'t believe that that
pricing can persist. In fact, | am confident that
the markets will and are in fact noving towards

the fragmentation and | ooking for value in, if you
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l'i ke, niches. But that is not represented in
typical pricing today. And if business that are
and | think particularly those of them that are
the key qualifying agents of value and quality in
t hose markets that are | think inmpactful socially,
if they lose the ability to sustain thenselves |
am not confident that anything will come up that
repl aces them Because the current signals are
emphasi zed that the very current in this market
may not apply tomorrow. The current signals tell
you that that you are better off putting up porn
sites because you get the same eyeballs, you get
more of themand it is cheaper.

So, you know, if people were
absolutely rational, which hopefully they are not,
that is the sort of short-term outcome that you
woul d get fromthe current market behavi our and |
think we are seeing some of that.

That said, | also am one of the
first to admt that there are a | ot of the people
who have been swi mm ng nude have seen the tide go
out and | think there are issues around equality

t hat are being dimnished very quickly and those
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busi ness nmodel s aren’t going where they should and
t here are good ones growi ng up. But | do think

t hat, you know, there is a sensitivity in my m nd
about some of the short-term nodels.

MR. TAPLI N: | would just like to
say that | think, M chael, your concern about the
relative value of different people watching is
changing rapidly. And as we get nore demographic
information on the users and nmore behavi our al
targeting, certainly pricing will change rather
rapidly and certainly some people are pushing that
change al ready.

MR. OXLEY: Okay. I think we have
got two people at the noment. There was a
gentl eman on the |l eft and, next, one on the right.

MR. HENNESSY: M chael Hennessey
with TELUS. We are carrier. W are in all three
of the verticals that Jonathan referred to.

One of the things that we struggle
with and that, you know, has become part of the
network neutrality debate is how do we cl ose the
broadband gap in terms of investment, because

obvi ously as we move to an imersive world and a
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vi deo-based world there's going to be
substantially nore consunmption of video.

If you try to recover all the
costs of that investment from users by moving to a
much more consunption-based pricing | think you
probably underm ne a | ot of the content nodels
t hat you have. And, as has been debated a | ot,
the idea of actually then turning around and
trying to apply charges to application providers
sort of runs totally contrary, | think, to the
whol e i dea of Web 2.0.

So sonewhere in between | think
there has to be a nmodel of cost recovery that both
makes sense so the investment is made to support
the immersive interactive world without ending up
with some of those kind of concerns about
di scrimnation or having a few Holl ywood studi os
ultimately being the only ones that can afford to
deliver content

MR. TAPLIN: M read is that (a)
you, if you are willing to ask your custonmer's
perm ssion for it, already have the critical

denographic data that M chael would Iike to have.
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In other words, if you know t hat
you have a customer who is on a nobile, has
broadband and has a TV service from you, and you
know their age, their sex and their postal code,
that is such critical data that my sense is that
the history of entertainment for certain has been
ad supported and that advertising and advertisers
will flowto this world very fast.

Needl ess to say, we all know that
interactive advertising is growi ng about 32 per
cent a year, TV spot advertising is growi ng at
about 2 per cent a year, and so it would seemto
me that already the consumer advertisers know that
it would be much nmore inportant to have access to
your customer data on an "opt-in" basis

And | understand everybody has al
sorts of privacy questions about this, but if you
actually collected that data it would give you the
ki nd of partnership ability that the Disney's of
the world are really | ooking for.

So | think there is a way to
monetize this that's not -- | would ask Cyrus

whet her he has any other thoughts on that.
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MR. BEAGLEY: No. I think whether
you can find other ways of subsidizing the
investments and getting to a point where consuners
are actually pulling for the service, so
devel opi ng services that are high-bandw dth
services that consumers are going to be willing to
pay for because they become so attractive.

But | think your solution is an
interesting comprom se between getting consumers
to pay for everything.

MR. YOON: I have to say that even
a free-market advocate |like myself can see that
t here has been tremendous val ue in government
investment in infrastructure.

You saw the bar graph for Japan
and Kor ea. It was certainly the case in Korea
and, to some extent, to a |lesser extent, but still
in Japan as well. Those two countries that had a
tremendous amount of broadband usage were the ones
where there was a tremendous amount of
governnmental investment in the infrastructure.

It m ght not work for every

country of course. Each of those popul ati ons was
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fairly dense. There was perhaps a fortunate
correct choice in the proper infrastructure for
the country.

In the United States | think
consumers who are | ooking at the issues are maybe
alittle bit cynical about this working out, given
that there have in the past been a tremendous
amount of taxes that were supposed to be put
t owards devel opi ng new broadband infrastructure by
t he oligopoly of telecom providers and none of
that infrastructure actually got built out.

So | think froma policy
perspective, you know, if you feel that you can
make the right technol ogy choices for your
particul ar sort of country geography, and are able
in that econom c and business climate to get the
infrastructure providers to build the right
solutions, gosh, if all those things fall into
pl ace then | think government investment is a
great way to go.

This is a great question for the
network neutrality debate though. Even though I

should want, | think, to maybe see government
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enforcement of network neutrality, | think that
it's certainly the case again that experimentation
in business models is good and perhaps there are
met er ed bandwi dt h-type busi ness model s that are
going to support that infrastructure investnment.

MR. Gl LL: On that point, | think
it's interesting that the two nations that we see
as very corporatist took that decision to break
t hrough the sort of incumbency issues with their
t el ephone conpanies. It seens to me what that
tells you is there is that conmmon interest, |
t hi nk, on the private sector side to have these
t hi ngs happen regardl ess of the disruption around
the infrastructure providers.

What | would say, on a point |
tried to make earlier which is that there are a
| ot of | arge-scale businesses that have | arge-
scale inplications built inside their firewalls,
some of whom know perfectly well that they need to
change their distribution nodels. Typical ones
woul d be people |ike banks.

| believe that those people would

be very, very quick to finance, if you like, the
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distribution of things |ike entertainment and

ot her sorts of information services to actually
create their branding for distribution in a new
environment, but that they can't do it now for all
t he reasons that we have di scussed.

MR. LETTICE: W have gentlenmen on
the -- well, I think the gentleman has been
standing there for awhile.

You are next, okay, and then you.

QUESTI ON: My name is Wl fgang
Bl au. I am an i ndependent journalist working in
Germany and the United States and | have two
questions that relate to the same topic of
denocr acy.

The first question is to G nsu
Yoon of Second Life.

" m very intrigued with Second
Life and I"'mtrying to figure out what this thing
actually is. It's not a media platform it's
sonmet hi ng that behaves nmore like a civic space,
whi ch has been recognized also for instance by
French presidential candi date Ségol éne Royal and

al so more of the Anmerican presidential candi dates.
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The more that Second Life becomes a civic space
for public deliberation, | wonder if you are

di scussing within your conmpany about turning
Second Life into a more denocratic platform
Because right now you could argue that Second Life
is something |like a benevol ent dictatorship where
even though you have a currency, you have a | ot of
civic interaction, there is no representation of
your users.

That's not meant as a critique,
it's really an honest questi on.

Are you discussing this issue
internal ly?

Secondary, |1'm seeing nore and
more how Google is the primary access point for
citizens, especially in the US., to find out nore
about candi dates, which gives Google of course
enor mous potential power of abuse. I underline
"potential power of abuse".

| put that into conparison to, for
instance, how tightly regulated a |ocal radio
station is in, for instance, Europe, that has to

observe all different kinds of rules, how many
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cul tural news, how many political news to
broadcast every hour.

Looki ng at how enormously
regul ated these tiny media platforms are and how
there is not a |lot of regulation around Googl e,
wonder what all of you panellists think about the
deed for governments to think about ways to have
some kind of oversight or citizen representation
on both of these | arge search engines?

Thank you.

MR. YOON: So | guess | will do

t he question on democracy and Second Life first.

First, I would note that people's
perspective on Second Life will very much vary by
their intended use. It is potentially a nmedia

platformif what you are thinking of doing for
exanple is to take your pre-existing nmedia and try
to make a business nodel out of it in Second Life.
| don't want to digress too nuch
but, for exanple, where in the current nusic
industry it's very difficult to make a business
model , or it had been difficult to make a business

model out of selling media downl oads or digital
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downl oads. There is an opportunity to do that in
Second Life in participatory spaces. So rather
than simply sell the media for one individual to
listen to, you have an opportunity to sell or
license for a crowd or event type usage.

That is the kind of business nodel
that is possible in this somewhat different kind
of space as opposed to the existing business
nmodel s.

About the benevol ent dictatorship
of Linden Lab. You know, we are a conpany. W
make a product and a service that we have to offer
in a way that allows us to satisfy our custonmers.
That is the main business requirenment for anybody
who wants to continue to remain in business.

So in that sense, if we are not
satisfying not only the majority of our existing
user base but hopefully a significant portion of
our prospective user base, that in effect makes us
as denmocratic as you could possibly want to be
because if we are not obeying our users, we are
going to go out of business -- which could happen

if we screw things up.
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The thing |I think that users of
Second Life consistently underestimate is their
own ability to effect their own soci al
i nteractions. Because we don't actually attenmpt
to do a |l ot of social governance, that |eaves a
huge amount of space for people to make their own
collective agreements. There are tools within
Second Life. There are certainly tools on the Wb
for people to band together and make in essence
social contracts with each other.

So there isn't actually anything
preventing people from form ng kinds of democracy
in Second Life. It'"s just that form ng democracy
is really hard. | think the people who asked for
Li nden Lab to form a denocracy, what they are
asking is for us to inpose a little bit of nore
di ctatorial social order. That is actually
somet hing we won't do. It's up to the people to
formtheir own social order.

| forgot what the second question
was, so maybe 1'IlIl let others answer it.

MR. BEAGLEY: Let me just jump in

qui ckly.
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| do think that the question of
privacy is an absolutely critical one and there
clearly is a role for government to play.

| think what G n tal ks about in
Second Life also applies to other services, |ike
Googl e for exanple. There is a tremendous ability
of consumers to defect to other services if say
privacy is not respected or conpanies start doing
things with the data that consumers woul d not
approve of.

However, | do think there really
is arole for government to play, both in making
sure that there is transparency as to where is the
data and who is doing what with it, and also
maki ng sure that consumers have the opportunities
to opt in or opt out of various uses of that data.

So | think that it is clearly an
area where you need to tread very carefully
because you don't want to inpose rules that become
too onerous. But it is a different and inmportant
role for governmental organizations.

MR. TAPLIN: Just on the notion of

Google's role in political, what we used to cal
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the fairness doctrine, | don't really think there
is arole for government in terms of regulating
websites. We are not tal king about a one-way

pi pe; we are tal king about an open conversation,

t wo- way.

Back to Second Life and denocracy,
| would say there is a certain |level of anarchy in
the classic Italian sense on Second Life, and
clearly the anarchists have taken over certain
t hi ngs that they thought were wrong and bonbed
bui | di ngs and stuff like that. So it exists in a
very strange way.

MR. GILL: | guess my case
generally would be whether there is anything
happening in this environment that would require
| aws that are different fromthose that exist in
the community generally.

Essentially aside fromthis issue
of privacy, which does arise and aggregated data
does present problems, it doesn't seem often that
there is a | ot happening there that is that
different. | guess sometimes we are seeing what

peopl e think about that they wouldn't normally
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share. | don't know how scary that is.

MR. YOON: Now that the other
panellists have rem nded me of the second
question, | wanted to chime in very quickly on it.

You had asked about the regul ation
t hat applies to older media |like TV and radio, for
exanple, for equal time for political views and
how it doesn't apply to the Internet.

| think what Jonathan was tal king
around the edges of that is so inmportant is that
the creation of content in media over the
| nternet, over websites, over platforms |ike
Second Life, it's so cheap. Any user can do it.
Anyone can have a voice over these kinds of new
medi a.

| think in comparison to the high
cost of getting on radio and television, mybe
some of the regulatory rationales don't apply to
this media.

MR. LETTICE: Okay, on the right.

QUESTI ON:  Thank you. [''m
(i naudi bl e) OECD

As you know, we are receiving
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guestions by e-mail as well for this panel. The
panel the entire day actually is on a webcast so
people are able to send us questions.

We have a question from M chae
Nel son fromIBMto the entire panel.

The question is: How inportant
are standards and interoperability in the
devel opment of Web 2.0? Which standards will be
most i mportant? And do you think we will see
conpani es wor ki ng together in open standards for
identity managenment, document format, security
obj ects and avatars in virtual worlds, et cetera,
or do you think the different players will use
proprietary standards to limt conpetition and
restrict what customers can do?

Thank you.

MR. TAPLI N: | would say that open
st andards have been the whole reason that the Wb
has expl oded. If we didn't have HGM., TCP/I P,
none of this would have happened. And nobody is
getting a licence for any of those technol ogi es.

My feeling is that open standards

are really critical and anyone who tries to push
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proprietary standards onto the Web is going to
fail.

MR. YOON: | conpletely agree with
t hat .

We are constantly thinking about
what ki nds of interoperability standards are going
to be developed first and matter first. | think
many peopl e believe, probably correctly, that
being able to have a common identity across online
services is going to be increasingly inportant as
peopl e invest more and nore of their time and
personality into each one of these services.

When | talk about identity, that
doesn't mean your personal identity. People
al ways know who you are. What it means is that
you just have a common representati on across each
service so that every service knows that this is
the same identity using it.

That is something that we are
actively working on with many fol ks, including
folks from the questioner's company.

MR. BEAGLEY: Actually, another

interesting exanple is you | ook at soci al
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net wor ks, for exanple, where to a certain extent
there is a certain sort of stickiness of, for
exampl e, a user's profile on each of those
services, so you invest a tremendous amount of
time devel opi ng your page on ny space, a
tremendous amount of time in devel oping your page
on Face Book.

There are a nunmber of services
that are emerging to help the transfer of
information between those services or being able
to actually access information fromnultiple
services at the same time.

So it may not be a technol ogy
issue. But even from a service perspective, there
is a lot of new devel opnents to enable

interoperability of these consumer offerings.

MR. Gl LL: | guess as | was saying
at the outset, | think a really big part of the
parall el devel opment of this environment will be

about people's identity and their ability to
identify others |ike them and they can have a
secure relationship.

It seems to me the security of
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identity in a transparent way for transactional
communication | think is critical. There is

not hing that gets near that at the moment, and |
think that will inhibit an awful lot until it is
resol ved.

MR. LETTICE: The very patient
gent|l eman over on the left.

QUESTI ON: Good nmorni ng. My name
is Mchel Leblanc. I"ma blogger in French at
m chel | ebl anc. com and an expert in Web strategy
and Web marketing. So here is my question.

About | ast winter |I saw a graph
about user participation, especially directed to
bl ogs and Wki and it said that if there were a
hundred people in a room one would create
content, nine would interact with it and 90 would
just read it.

So do you think this figure is
still accurate? And how do you see that figure
evol ve? Thank you.

MR. BEAGLEY: That’'s actually
numbers that |1’ ve seen as well. And | think you

could | ook at the services, the nunmber of actual
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content creators on the services versus observers,
is usually in the range of, you know, 1 to 3
percent. And then there's various |evels of just
observational interaction with the service.

And | think one of the key goals
of these services is to find ways to encourage
users to participate more to increase that number
and to also find ways to sort of support their
exi sting tal ent base.

So, to a certain extent being able
to identify, you know, who are the people that are
actually creating content and really keeping the
soci al network or the community space really
lively and encouraging themto come to your
service, encouraging themto create nmore content
and then encouragi ng other people to mgrate from
the pure observer status to content creator status
will be one of the key |I think strategic goals for
a |l ot of these organi zations going forward.

| m sure that’s a maj or issue for
you, for example, right?

MR. TAPLIN: Just one of the

t hings that | observed is that when you have a
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crisis, we saw in Burma/ Myanmar | ast week, you
create all sorts of new participants in web
content creation that hadn’t thought of thensel ves
as being user generated content providers.

But | mean, we saw it at USC.
Lots of people sending us, you know, webcam
photos, stuff like that, just to try and get the
stuff out for other people to see. And so that
f eedback | oop was happen-- we saw the same thing
during Katrina, during the, you know, people using
Googl e maps to create ways for people to see if
their home was under water.

| mean so oftentinmes it takes a
kind of crisis for people all of a sudden become
participants in this web. And then maybe they
don’'t do it anymore but maybe they just are hooked
on it.

MR. YOON: I think that’s true.
There is though probably a natural |evel of
content creation. And you know, if you're
operating a service based on user generated
content you probably do want to see the absolute

number of creators go up while the percentage goes
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down because you have nore consumers of content.

It was certainly the case for
SecondLife. You know, when we first introduced
the service it was virtual dirt. There was
not hing there. So, you only went there if you
were a content creator. You know, we had 300 or
400 users. And probably 90 to 100 percent of them
created content.

As recently as last year, by our
best measures, maybe 25 to 30 percent of the users
of SecondLife were creating content actively. And
| think these days | haven't | ooked at it very
closely but it’s probably closer to the 10 to 15
percent range.

So, we probably have a | ot of
change in that percentage to go before we get to
the 1 percent creation range that a truly
wi despread nedi a has.

MR. Gl LL: I woul d think
definitely and I think for the simple reason that
a |lot of the niche media that pre-existed the web,
t hat were taken out by the web, particularly in

t he newsl etter space which was what | was getting
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at earlier about a lot of the niche spaces. Those
t hi ngs are areas where people are willing to
finance fulltime behaviours.

And | think one of the issues at
the moment is that the change in the distribution
t hat exists on the web hasn’t been rebuilt around
t hose sorts of communities. But |I’m sure that
that's what is probably already happeni ng.

And putting aside the broad -- the
i nci dental user generated content, it seens to ne
there’'s an awful | ot of comunities that have
val ue around things whether it be a | ocal
newspaper model through to all sorts of you know,
sporting interests and various things where people
will, in the end, happily get sonmeone to do the
job for them

MR. LETTICE: Yeah, there is a
m ke there. Yeah. At the back with the yell ow
tie. Yeah.

MR. DANKOO(ph): MW name is
Dankoo(ph), I'"mfrom Mal aysia. |'mthe CEO of the
Worl d Congress on Information Technol ogy, 2008,

whi ch Mal aysia will host next year.
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Very quickly, | want to ask about
ot her nodels for the participative web and not
just about social networks. In particular with
regards to say, incentive where R&D scientists are
conpeting for a prize to solve a specific science
problem or for another example, the Schonmberg(ph)
Eagles in the baseball m nor | eague that used the
web to basically get participation fromthe net
audi ence on who they should field on a particular
mat ch. And perhaps the third one in relation to
Kaspar ov Agai nst The World, that was | believe a
chess match that happened in 1999.

The second question is with
regards to notivation versus incentives. I think
the chair tal ked about crisis being one of the
noti vati ons.

How do we better prepare for a
participative web that is more inclined towards
t he mai nstream as opposed to it being now nore
amongst early adopters? What kinds of motivation
and/ or incentives would better work for us to nove
the participative web that way? And the third one

is, what kinds of speed bunps |ie ahead other than
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perhaps net neutrality -- maybe gover nnent
regul ati ons, maybe taxation, perhaps even the use
of such networks for reasons other than common
good, like terrorist networks, how do we put these
down for exanple? Thank you.

MR. TAPLI N: | could take the
moti vation one. We notice in studying the
incredible rise of Chinese bloggers, if you go on
Technorati’s listings the nunber 1 and the nunber
7 blog, at |least a few weeks ago, were com ng from
mai nl and China in terms of number of links to
t hem

That says to nme that the
moti vati on was a place where people do not have a
voice in their media and need to assert their own
voice. And so the motivation is, let me be heard
in a place where it’'s not easy to be heard. So,
t hat would be to me, one of the main notivations.

And | think inevitably the second
moti vation is when it becomes hip to get on a
soci al network or something, then you want to do
it because your friends are. And then you get the

classic network effect happening: you mean you're
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not on Facebook? Well, if you're not on Facebook
in my college, you alnmst don’'t exist.

MR. BEAGLELY: | can try and
address one of your first questions which I think
was, you know, what about the participative web
outsi de of social networks. And you nentioned
technol ogy conpetition for exanple. And | think
that really is a tremendous area of opportunity.

And there are several exanples,
you know, they’'re rather experimental to date, of
conpani es that have been very successful at
| everaging communities for goals of, for exanple,
product devel opnment, customer service and so on
and so forth.

So, if you look at P&G for
exanpl e, they’ ve been very clever at creating
communities of users to help inform how they
devel op their product, get new product ideas and
basically get feedback on their existing product
l[ines.

Very recently, NetFlix, the
conpany that sends -- the DVD rental conpany,

| aunched a contest on their site where they
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basically | everaged the power of the conmmunity and
asked their menbers to try and devel op a new DVD
recommendati on algorithm And | think they, you
know, they associated that with a prize of $1
mllion. But they’ve had, you know literally tens
of thousands of people and you know, hundreds of
different teams devel oping new al gorithms for
them So, a, you know, a potentially incredibly
power ful way of tapping into the know edge of the
crowds.

And then finally, if you | ook at
sof t ware conpani es, they’ ve been very clever at
| everaging their communities to help, for example,
solve their customer service issues. So, rather
t han having to staff up a whole custonmer service
centre, they actually |everage sort of |ead users
to answer other custonmers' questions.

So, you know, | think there's
tremendous opportunity across the board there. It
hasn't really been done in any sort of systematic
or very organized way.

You know, | think it's a real

chall enge for existing |arge networks |i ke MySpace
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or Facebook. Can they develop offerings that wil
hel p conpani es achi eve some of these goals beyond
just advertising and pronoting existing products?

MR. YOON: Maybe I will take the
third question about speed bunps and answer it in
typically loopy Silicon Valley style.

The greatest speed bunp, in our
view, is fear. Fear is a mnd killer, we like to
say, and people respond to fear by trying to
assert control.

Compani es are afraid of disrupting
their old business models. They are afraid of
letting users play around with their existing
medi a. Governments are afraid of letting their
citizens speak in uncontrolled environnments.

Media are...well, actually, media |love to see
anyt hi ng happen, | guess, but there is some amount
of fear that, you know, it's all anarchy, it's al
out of control. And so what we have got to do is
put everything into a box.

Again, | would enmphasize that what
we are seeing now is a tremendous opportunity for

| ow- cost experinmentation, |ow-harm
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experimentation.

Jonat han was tal ki ng about, Oh, ny
gosh, you know, people are talking about
terrorists in SecondLife. They are blow ng up
bui l dings. | mean, you know, they are digitally
making little pictures of bombs that blow up next
to little pictures of buildings. [If this turns
out to be the way people commt terrorism | mean
t hat would be a tremendous evolution of human
soci ety.
--- Laughter / Rires

MR. YOON: So there's nothing to
be afraid of there.

MR. GILL: Well, | guess my Asaria
just met his M| o M nderbinder.

| think | agree with that. I
think there's a |lot of incunbency issues, | know
there are probably more to conme, because | think
as we develop further the real engagenment with
this communi cation form there are a |ot nore
model s that have yet to be tested.

It seems to me that there's a | ot

of those, you know, which are going to be quite

StenoTran Services Inc. 613-521-0703



© o0 N o o A~ wWw N P

N N NN R R R R R R R R R R
w N B O ©O 0O N O 0o WOWN - O

67

OECD- Canada Technol ogy Foresi ght Forum

Session 1

The future of the Participative web: Convergence
and Diversity?

fearful of the changes. Those industries, whether
t hey be media or entertainment or communi cations
or banking or quite a few others, have such

di sincentives to engage aggressively that they can
really be quite inhibiting in the way that this
devel ops.

The other thing, | think, which we
have a look is I think there's a time question.
Peopl e al ready have an issue about time with the
web, and the people who are of most value in
engagenment for conmmuni cation are the ones that
have the most trouble with time. | think that's a
concern.

| think there's something about
the efficiency of the communication which, you
know, in some ways is about bandwi dth, in some
ways about design, in some ways about utility.

But there are many things that need to be solve to
fix that.

And | think a sleeper is that
presently an awful |ot of the use of the web is
actually in working time and that some of the

outcomes of that are disruptive, in ternms of

StenoTran Services Inc. 613-521-0703



© o0 N o o A~ wWw N P

N N NN R R R R R R R R R R
w N B O ©O 0O N O 0o WOWN - O

68

OECD- Canada Technol ogy Foresi ght Forum

Session 1

The future of the Participative web: Convergence
and Diversity?

server efficiency and, | guess, threatening, in
the sense the businesses these days rely so
heavily on email for doing business.

MR. LETTICE: There's a |ady on
the left.

QUESTI ON: My name is Karen
Hovel i n. I work for a Swedish government agency,
the Swedi sh Institute for Growth Policy Studies.

| mean, it's obvious that Web 2.0
wi Il have a | arge i mpact on both business and
politics and the way we interact. | would be
interested to hear a little bit about, you know,
tal ki ng about productivity.

A | ot of applications, of course,
will have a positive effect on productivity
devel op and quality inprovements in service and so
on, and you were touching on this just recently.
But on the other hand, we see also that sone
peopl e get kind of hooked on things and kind of
try to spend a lot of time on it.

Recently, we have seen conpani es
restricting access to Facebook, for exanple, and

ot her networking sites. | would be interested to
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hear you opi nion. Do you see this as a problenf
W Il this hinder the devel opment of new services
and new applications?

Thank you.

MR. TAPLI N: Well, one of the
problems in the U S. is that a | ot of people's
only access to broadband is in their office. So I
have noticed that some |arge tel ecom conpani es,
for instance, have been bl ocking access to
ESPN. com or other services that they think are not
directly related to doing business.

Either that's going to force
people to get broadband at home so they can | ook
at sports highlights at honme or that's going to be
a problem in some sense. Since | don't run a big
busi ness, | would have to yield to M chael G Il as
to whether he thinks it's a time waster or not.

MR. Gl LL: I mean, put it this
way, we are in a position where, you know, you
have to | et people use the web pretty freely
because of the nature of the work, particularly in
journalism But one of the consequences is from

time to time it |ooks as if the network m ght not
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support our activity, which includes sending
i mges to printing plants.

So, yes, there's a real issue
t here, and we, obviously, haven't resolved it.
That's what | was getting at at the end of my | ast
spiel. |1 think there's an issue. \Whether it's
the productivity issue about time used effectively
or whether it's the consequences of what comes
back to you when you are doing that, there's no
doubt that, if there's a network risk, | think
people are acting to close it down one way or the
ot her.

MR. YOON: Yes, it really depends
on the business, right? | don't want to make a
broad judgment about all businesses, because
certainly if, say, there's a business that is
involved in air traffic control or a nuclear
facility, maybe you want to have a certain
expectati on of constant attention.

If you are in a media industry, if
your enmpl oyees aren't involved in sort of Web 2.0
life, then they are probably not going to be good

at their jobs.
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| think, though, it's going to be
much more the |latter case than the former for nost
busi nesses. | mean, if you are in charge of a
busi ness, you have to ask yourself.

I f you want enpl oyees who are
creative, who are connected, who understand what's
happening in the present and the future, you know,
bl ocki ng them out from one of their main time
peri ods where they can understand this seems to be
sonmet hi ng that would be counterproductive for your
busi ness.

MR. TAPLIN: Just one other wld
t hought, not to be plugging G n's business, but I
was recently at a conference in which a relatively
hi gh director at the U. S. Central Intelligence
Agency said that they were using SecondLife to
teach both Korean and Korean manners, in other
words, to teach enpl oyees how to speak a | anguage
and how to act culturally appropriately in the
| anguage.

They said it was by far the nost
effective way they have ever had to teach people

because you had to actually conme into a space and
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interact and not do something culturally
i nappropriate, as well as learn how to speak the
| anguage.

MR. LETTICE: W have just about
got time for one nmore, if there's...ah, yes.

QUESTI ON: Hi, John. This is Marc
Rot enberg with EPIC, and | wanted just to make a
comment and ask a question.

You know, for the last 10 years
al most we have been publishing this big report on
privacy and human rights around the world. W
model | ed the report after a traditional human
rights report, like the type that m ght be
publ i shed by Amesty or Human Ri ghts Watch.

We decided this year, in trying to
understand the jurisdictions of the world, that
virtual worlds, such as SecondLife, were really
very interesting.

We have got a thematic section and
we said, Well, maybe we should include among our
subjects thematic entry on virtual worlds, which
we did. But when we came to the question of

jurisdictions, and we are now up to 75 countries,
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we decided to include SecondLife, which appears
bet ween San Marino and Singapore in our |istings,
as one of our new country reports.

Now, | think we are breaking some
new ground here. | haven't seen the United
Nati ons yet give you guys a flag or an anthem or
anything like that, but |I'm genuinely interested,
as you sort of think about the way we are
interacting in this new world -- and | agree
conpletely with how you described it as nore
i mersive -- do you think there is a role for
government in a role for government in virtual
worl ds? Do you see sort of jurisdictions
collapsing in these new spaces that people create
with their digital lives?

MR. YOON: You know, there’s
certainly ways in which we think of SecondLife as
its own jurisdiction because of the way that
peopl e experience it. And from an individual
user’'s perspective, that’'s easy to understand.
However, it would be folly for any on-1line
busi ness to believe that they don’'t actually exist

in the real world. I mean we have, you know,
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physi cal enmpl oyees, we have servers |located in the
United States; we'll deploy themin other
countries as well. The laws apply to us, as they
apply to all on-line services. And we, as well as
any other service that is attenpting to offer a
mul tinational user experience, have got to live in
real world jurisdictions and conply. So, there’s
a kind of social order in SecondLife that makes
it, its own separate world, but when you talk
about actual government regul ations and
activities, | nmean there's only real governnments.
You can’t just say you have a governnment and al
of a sudden it exists.
UNI DENTI FI ED SPEAKER: (I naudi bl e)
MR. YOON: Well, at |east, you
know, this is a view that we’'re going to have
wi t hout actually having an arnmy and the -- from a
human rights perspective it m ght make sense to
think of it as a coherent world. But fromthe
vi ew of, you know, real world governnment
regul ations, all on-line businesses, you know,
have to be good corporate citizens and comply with

existing | aws.
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MR. TAPLI N: | also think that
some governments are beginning to think about
this. | think Sweden has put up an enbassy in
SecondLife and there is a beginning of thought of
if they create some very good translation software
that the public diplomcy use of SecondLife -- |
mean, we're studying this at USC -- is something
that could be, certainly froma citizen-to-citizen
| evel, very interesting, and certainly worth
expl oring.

MR. OXLEY: Shall | just hand it
strai ght over to you? 1Is that the --

UNI DENTI FI ED SPEAKER: No,
actually, John, if you want to just capture sonme
of the thoughts here, and turn them out there just
qui ckly. There's some great conversation
happening there and |’ m taking great notes.

--- Laughter

MR. LETTICE: There was one angle

that | picked up from something Cyrus said.
Sorry, Cyrus. You were tal king about
moneti zation -- nonetization of discussion groups.

And the words that got me were the possibility of
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busi nesses maybe | everagi ng conversations. And
then | pictured nmyself with nmy Ad Depart ment
comng to nme and saying, “Hey, we’ve got this
great idea.” And | pictured what that does to the
trust that the user has in the medium and that
seemed to intersect with what M chael was saying
about trust authentication. So, it was possibly -
- it’s perhaps wrong of me to try to project too
much onto what you said, but it sounds a little

i ke the way businesses have a habit of

underm ning the product in attenpting to nonetize
it.

MR. BEAGLEY: So, | think that’'s a
very, very good point.

You know, you're going to actually
| ook at how consumers are behaving today. So, for
exanmple, a lot of brands, if you |look at |ike the
top hundred brands, | think 50% of them probably
al ready have a page on My Space or a page on
Facebook, and consumers are very avidly, actually,
addi ng those brands as their friends because it’s
part of their social identity, it’'s part of what

they like. And so I think there' s, you know, the
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medi a conpani es thensel ves are very concerned
about potentially underm ning the experience. But
| think there’'s also a real appetite for consumers
to engage with these kind of offerings.

| think the key thing is just
bei ng transparent about it and making sure that as
you do, as you experiment with these new
moneti zati on vehicles you actually do respect the
privacy and you’'re being transparent about what
you' re doing with the data and the conversations.
That's the critical point. And then that allows
you to maintain trust. And then, frankly, the
consumers can opt in or opt out of whether they
want to engage in that kind of behavioural
i nteraction.

MR. Gl LL: Yeah, | can add -- But
the first thing I'lIl say is |I think one of the
very powerful things that the web has already done
is actually changed some marketing behavi ours and
move in the direction of more factual and
transparent statenments about what a product may or
may not be. And that’'s, | think, a direct

consequence of the way the web worKks.
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The other thing that | found
interesting in our own audience is that perm ssion
mar keting is valuable. People -- as long as it’s
gqualified and transparent, people actually val ue
and expect to have that. But, the perm ssion or
the qualification of it is a high priority, |
guess. So, you know, as opposed to SPAM which
nobody wants, there’'s quite an interest in trading
some fornms of marketing message as a form of
cont ent .

MR. TAPLIN: Just one | ast thing.
When Facebook announced | ast week, and My Space
has, as well, that they were going to kind of data
m ne the profiles of their members in order to
provi de an advertising platformthat was much nore
rich, there really was not a | ot of push-back from
their membership on that idea because of the
notion, as ny students said, well, if you re not
dating, you don't want to be SPAMd with a |lot a
mat ch. com dating information. So, why not tell
t hem what you’'re interested in.

MR. OXLEY: That was a wonder f ul

conversation. John, | really appreciate you
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taking the time to add the value at the end.

For some cl osing coments and
remarks | want to introduce from-- the Secretary
of the OECD, Andrew Wckoff.

MR. WYCKOFF: Thanks John. And |
want to add my word of thanks to the opening
sessi on panel for really kicking off what wll be
a great forum and really beginning to touch on
many of the issues | think will resonate
t hroughout the day, and | just wrote down a quick
[ist of issues of investment and busi ness nodel s
and intellectual property, and social impacts such
as issues of privacy and identity. Then there’s
the OCED staple of market conpetition and
i nnovati on. It was all there this morning.

| just want to rem nd you, as one
of the two sponsors here, and hark back to the
openi ng remarks by M chael Bidner and Suzanne
Huttner, that this forumis a little bit different
t han some others that you have been to possibly on
this topic. It is set in a policy context. And
so | amgoing to issue you some homework here

because you need to help us out here. This is not
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an easy area to try to fornulate policy. But that
is the objective of today. It will feed into
meetings that will happen on Thursday and Fri day,
and maybe nmore inmportantly into a very |arge
meeting that will happen next June at the

m ni sterial |level in Seoul, Korea.

Before we break out for coffee and
into the break-out sessions after coffee, | want
you to keep a few questions in your head that we
hope to get some partial movement and answers for
by the end of the day.

The first one is an easy one.

What does the future hold for the participative
web?

What are the impacts on
(i naudi bl e) creation and businesses and users and
government s?

What are the inmplications for
confidence and trust in the Internet?

What is the government role, and
we’ ve just been tal king about this, for providing
the right environment for stinmulating Internet

i nnovation and econom c growth?
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And, above all, if you can help ne
and ny del egates who are in the audience, as an
| nt ergovernmental policy body, the OECD is | ooking
at what’'s the appropriate policy directions to
pursue to keep this going and build on the
devel opment .

We will return to this in Session
5 today, as well as the concluding remarks.
--- Appl ause

MR. OXLEY: Thank you, Andrew, and
this wraps up the first panel, but thanks again to
our panellists.

Stream A is going to be in this
roomright after a coffee break, starting at
11: 10, and can | ask the Stream A speakers pl ease
to come over here as soon as you can so David can
get a chance to chat with you.

As well, coffee is going to be
served in the main | ounge just off to the right.

Stream B Research 2.0 is going to
be back in the Sussex Room

And can | ask those three main

speakers, please, to come over here as soon as you
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can, so David can get a chance to chat with you?

As well, coffee is going to be
served in the main | ounge just off to the right.
Stream B, Research 2.0 is going to be back in the
Sussex Room through the Anti Room and to the
left. And that is going to be chaired by Walter
Stewart.

One last thing, if you remenber
the Civil Society, there is going to be a meeting
starting at 11:10 in the Annex Room just at the
back over that way, so just out to the right and
to the back

As we are, we are tight on tinme.
We are going to be starting right on the clock at
11: 10, so please go enjoy your coffee and conme on
back.

Thank you.
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