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OECD- Canada Technol ogy Foresi ght Forum

Session 2a

Busi ness 2.0 and i nnovati on: Busi ness use of the
participative web

Ottawa, ON
-—-—- Upon commencing on Wednesday, October 3, 2007
at 11:24 a.m.

MR. OXLEY: W thout further ado
it's my pleasure to introduce to you David Crane.
He is going to be | eading a session on Business
2.0 and innovation: Business use of the
participative Web.

David is the gl obal issues
columist at the Toronto Star so not a better
person to |l ead us off.

Thanks, Davi d.

MR. CRANE: | want to wel come
everybody to this session, which I think you will
find follows very nicely on the first session we
had. So | think there is a nice fit there.

We have asked each panellist to
speak for about 10 m nutes. That should allow for
a healthy kind of discussion afterwards.

We hope to create a few waves.
There's an old Chinese saying: In order to have a
wave you have to have a stir of the wind. So

maybe we will get some stirring from our
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panel | i sts. | hope so.

It'"s a very exciting time. You
heard this norning that we have about a billion-
odd Internet users around the world and now we are
t hi nking, as we |ook into the future, the next
billion is going to be comng along and this is
just part of the conpounding effect of the
| nt ernet.

We are at a very exciting time
because we have now had a decade of | earning
curve. We have now had a period in which an
| nternet generation has started to emerge, so this
is a very nice time to be tal king about some of
t hese issues.

Our focus is going to be on the
busi ness side, which is very inportant because in
the rich countries of the world we are facing this
great chall enge of adjustment, where do the new
j obs come from what are going to be the new
activities that we will create to provide a decent
standard of living in our own societies to replace
t hose activities we |lose. So how do we create new

busi nesses.
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We are confronted with a major
chal |l enge of aging societies, so how do we inprove
productivity? W know that the main driver of
productivity growth comes from innovati on.

So | would like to start our
session going with Anthony Wl liam who will be
our first panellist.

--- Pause

MR. W LLIAMS: Thank you very
much.

| wanted to start with a couple of
reflections.

First of all, over the past, |
think five years, | have engaged with a company
cal | ed New Paradi gm doing | arge syndi cat ed
research studies. Our focus has been on the
i mpact of technology on business innovation and
new nmodel s of wealth creation in the econony.

One of the things we started to
observe is that there was a fundamental shift in
technol ogy around 2005, a kind of rethinking of
the way that you build successful web-based

communities and platfornms and services.
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Part of that was technol ogical,
but | think an increasingly inmportant part of it
was a new business phil osophy about what it takes
to build a successful online community or a
successful Web service.

Now, the technol ogy part was
| argely about the usability and accessibility of
Web technol ogi es. If you think about it, even
with the birth of the Internet there was still --
for the nmost part people were passively conceiving
or receiving information. I ncreasingly today we
have tools that increase access, that increase
usability that allow ordinary people to beconme
programmers on the Internet.

So every time, for instance, an
i ndi vi dual updates an entry on W ki pedi a, every
time you tag a photo on Flickr or upload a video
to YouTube, or perhaps modify your profile and
Facebook, you are effectively helping to build
this global Web tapestry. You are effectively
programm ng the Internet.

That's a fundamental change in the

way that the Internet works today, | think in the
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way that people enjoy and use it.

But, as | said, | think this is
al so about a broader business philosophy, the way
t hat compani es, say |ike YouTube and Flickr and
W ki pedia, and so forth, thought about the way
that they build a successful Web service.

In the first generation of the
Internet it was |argely about creating a web site
and pushi ng out and publishing information.

| ncreasingly today conpani es that
are successful want to create platforms where
i ndi viduals can co-create services and products
and services or information, and so forth. |
think that's a fundamental change.

The other thing that has changed
is the way that -- the econom cs of the business.
So rather then create a walled garden where people
pay for access, they increasingly create an open
space, a public square if you will, where
i ndi vidual s get access to free content and they
find new business nmodels to support that content
creation or that content delivery.

Those business mpodel s today have
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| argely focused on advertising, but 1 think,
increasingly, they will find new and creative ways
to create business models to support content
creation on the Internet.

| think the other thing that's
fundamentally changed is that there's a new
approach to intellectual property and thinking
about the way that companies |everage their
internal sources of data and their software
interfaces and so forth.

You know, initially, people
j eal ously guarded that intellectual property and
t hey jealously guarded the data and the software
interfaces and so forth. I ncreasingly, today, you
see conpani es opening up those software interfaces
t hrough application programm ng interfaces.

Amazon is a good exanple. We may
hear a little bit about that in the future. But
ot her compani es, too, have found that by providing
open access to the data and the software
interfaces they can actually create a | arge
community of external devel opers, and

increasingly, users, who help build functionality
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on their platforns.

So one exanple would be Flickr,
you know, where people not only upload their own
photos, they tag them Increasingly, you have
seen individuals going on Flickr and actually
bui | di ng new ways to upl oad photos via nobile
phone. A lot of the actual functionality on the
Fl'ickr platform was created by users and external
devel opers, and | think the same is true of many
of the most successful web services that we have
seen evolving today.

The broader point | wanted to
make, though, the inmplication for business are not
confined sinmply to web services or online
communities, but increasingly to a broader change
in the econom cs of business.

| mean, what we are witnessing
today is that some of the mpst exciting products
and services are created not necessarily just by
| arge, vertically integrated firms, but by teans
numbering in the thousands, and someti mes even
m | lions of individuals.

That's a pretty profound change,
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if you think about it. I think it's largely
driven by the shift in the critical resources
shifting from physical and financial assets to,
increasingly, know edge assets, and that's driven
to profound changes.

One is that the barriers to entry
in the econony have fallen dramatically. Because
when you have a know edged- based econony,
effectively, the means of production, if you wll,
are |largely a computer and |Internet connection and
a bright spark of creativity, so that individuals
can participate in econom c value creation in ways
t hat were previously inpossible.

The ot her change that is
significant is the declining cost of
col |l aborating, so that many of the activities that
previously would have taken place inside the
boundaries of a vertically integrated firm
increasingly take place across | arge networks of
partners and suppliers, and increasingly customers
and ot her key stakehol ders.

Because these costs are now | ower,

it's actually advantageous for conpani es who can
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find ways to | everage external know edge, external
skills, external sources of value, and build that
into their value proposition that they deliver to
customers.

So | think over time we have seen
a shift fromthis |large industrial corporation,
whi ch created most of the products and services
t hat we enjoy today, to an extended enterprise,
where the large, vertically integrated
corporations started to extend globally and build,
essentially, you know, replications of itself in
ot her geographic markets.

In the 1990s, we saw the rise of
busi ness webs. Cisco was an interesting exanple,
where it really said, We are going to focus on our
core conpetency, which is in marketing and
provi ding service and so forth, so we are going to
build a | arge, vast, dynam c business web that
i nvol ves hundreds of individual suppliers and
partners that do everything else, and these
busi ness webs were increasingly enabled over the
| nt ernet.

| think what we are seeing today
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is the rise of something even different, what we
called "mass coll aboration” in our book

W ki nom cs. This is where you invite not just
partners and suppliers, but a | arge external
community of thousands, sonetinmes even mllions of
i ndi viduals, who find ways to contribute to the
conpany.

In some cases, these things don't
even involve conpanies. |If you look at the Linux
operating system if you |ook at W ki pedi a, these
are products and services that are created al nost
entirely by |large networks of individuals with no
real central |eadership, although -- | will get to
this point in a second -- |eadership is inportant.

The ability to filter, to set the
val ues, to set the nornms and so forth is
i mportant, but it operates on a different
principle. Rather than having top-down
hi erarchical control, increasingly you see
i ndi viduals who sort of rise through the ranks of
the | eadership on a nericratic basis. So it's a
meritocracy, rather than just a hierarchy.

| wanted to provide a couple of
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examples. And | realize that the time is fairly
tight here, but one of the interesting
conversations that we had was with Procter &
Gambl e, and | think this puts the whole picture in
cont ext .

I n 2000, they had what they called
a "near death experience". Their stock price was
declining, they were finding that their innovation
success rates were also declining. The whole
prospect of putting more noney into their internal
i nnovati on processes was increasingly |less and
| ess attractive, so they said, We are going to
source 50 percent of our products from outside of
t he boundaries of our conmpany.

That was a fairly radical
proposition and few conpani es had even
contenmpl ated something as dramati c as sourcing 50
percent of all their innovations for products and
services from outside the conpany.

To put this into perspective,
Larry Houston said, Look, we have got 9,000 worl d-
class chem sts inside of our company, they are at

the top of their field, they are produci ng great
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products and services, but for every one of the
9,000, there are 200 that we know of who are just
as good.

|f you do the quick math, that's
1.8 mllion whose talents they think they could
tap into. So a |lot of what Procter & Gambl e has
done over the past few years is building that
external network so that they can instantly tap
into that wealth of 1.8 mllion people.

There was a gentl eman who
mentioned | nnocentive, a network of 120,000
scientists, in 175 countries around the world, and
this is one of the venus that Procter & Gamble
uses to source external innovations. If there's a
problem that the 9,000 people internally can't
sol ve, there's a good chance that the 120, 000
scientists in Innocentive can solve it.

So Procter & Ganmble can post that
chall enge in Innocentive, and then hope that one
of those people can solve it and, if they can
solve it, they will get a cash reward.

There's many ot her exanpl es that

we could talk about, but I think I will just point
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out that for conpanies, if you think about the
traditional product lifecycle, there is an
enormous range of opportunities to get customers
and ot her partners involved in the value creation
process, everything from design of the actual
product itself to testing.

Testing is an interesting thing.
Mozilla Firefox, probably a few users in the room
have a network of tens of thousands of people who
help test new iterations of the software.
SecondLi fe, we heard about that fact that 99
percent of the value creation within SecondLife is
done by the users.

Custom zation is an important role
for customers.

Di stribution, we have seen the
rise of new distribution mechanisms for content.
Napster was an early exanple, uTube, of course, is
one of the most popul ar exanpl es today.

The role of customers in marketing
has become increasingly exciting. W once talked
to Harl ey Davidson. They said the measure of

custonmer loyalty for Harley Davidson is actually
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dermatological: it's the number of people who
tattoo the Harley | ogo on their bodies.

And increasingly what you find is
t hat, you know, people are expressing their
ent husi asm for products and services over the
| nt ernet.

Il will just conclude with one | ast
t hought, and perhaps we can tal k about this a
little bit during the discussion. One of the key
chal l enges here are two things: one, the
| nnoCentive systens; and two, the intellectual
property nodels.

The I nnoCentive systens for nost
of the peer collaboration systenms that we have
seen, the InnoCentive systens have been nostly
based around personal interest and fulfil ment,
things that all personally benefit from by
col l aborating with this particular comunity.

| ncreasingly, as conmpani es nove
into this space, we are going to have to find new
| nnoCentive systens that actually reward people
monetarily for their contributions, because if a

company is going to make $1 billion off a product
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and service that custonmers contributed to, you
better be sure that they can find some way to
conpensate the people who have contributed to that
product.

So we have seen two nodels. One
is contents. | think contests is a fairly week
mechani sm because, at the end of the day, only one
person wins a contest, and perhaps thousands have
contri buted. The nmost important thing is what we
m ght call the long tale -- and | think Bob may
tal k about this -- the fact that, you know,

i ndi viduals can find ways to actual monetize their
i ndi vi dual contributions.

And uTube is an interesting
exanpl e because they have said, We are going to
share revenue with the contributors of the nost
popul ar video. So |I think that's a very prom sing
devel opment.

| think I'mout of time, so we can
tal k about intellectual property during the
di scussi on.

Thank you.

--- Appl ause
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MR. CRANE: Thanks, Anthony.

| think this whole world of open
i nnovation and involvement with the Internet and
enabling that kind of business nodel would be
somet hi ng we can di scussion in our questions and
answers afterwards. |[It's very exciting.

lt's also an area of priority for
the OECD as a big project on globalization and
open innovati on.

Our next speaker is Shenja van der
Gr aaf .

MS VAN DER GRAAF: Thank you.
Well, thank you for a very good first introduction
of our business, 2.0.

What | would actually want to
start with is actually with the whole idea that
mass col | aboration and communal activity defines
t he way people will work and l[ive in the future.
That’s a big claimthat we’'re all making here
today that it will spur innovation and growth.

We heard that, during our first
sessions that all users supposedly contribute

content out of a basic human need, so to speak, to
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communi cate or to gather know edge and information
or to express oneself creatively.

As such, users can create val ue
for shareholders and firnms in general and the firm
can provide the platform for people who like to
share and create content.

| think as nost of us know, is
t hat not all users do this and actually only a
very small percentage of users currently are doing
this. But there is a big differentiation as well
among what people create. So, we' ve heard a
[ittle bit about |ead edge users and peopl e who
just like to be in SecondLife and just have an
avatar to people who just comment on someone’s
Fl'i ckr pictures.

So, another thing that | would
like to say is that the whole idea of everything
being collective and goal driven is maybe quite
m sl eading. As research done at the LSE and al so
others |i ke Forrester Research has cone with
results that a |ot of individuals who do create
and who are online, they're, a lot of them are

actually individual driven. And they only like to
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col |l aborate to the extent if they gain something
out of it or if they don't know exactly what
they’ re supposed to be doing.

Li ke for instance, my focus has
focused extensively on SecondLife and ot her
virtual worlds, gamng, |ike Valve who made
Counter-Stri ke and Half-Life, is that a | ot of
users who go into these kind of environnments have
particul ar needs. And they like to develop them
and they like to create them And these are
really the most innovative kind of user you can
actually think of.

What they do a lot of times is use
their skills. But not everybody has all the
skills if you want to come up with a -- to create
a completely new first person shooter. You may
only be able to program particular parts. So, you
need the help of other people.

And this actually means that in
t he case of SecondLife or in the case of Valve or
even Phillips Electronics who is experinmenting in
SecondLife and I work with themas well, is that

t hey offer tool kits for user creation or co-
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creation.

So, the firm whether that’s
Li nden Lab, whether that's Valve or whether that’'s
Phillips in this case, they can actually provide
the kind of instruments for the users to play with
and to develop particular types of content. And
what this means for the firm as we’ ve heard, is
val ue but especially a | ot of know edge.

And this kind of know edge can
hel p these conmpanies to become maybe nore
efficient. Also they learn a |ot about -- they
reduce and elimnate the costly exchange of need
information between the users and the firm So
the firmactually has a relatively | ow cost nmeans
to access informati on and search functions that
are provided by users about issues such as problem
solving, idea generation, idea val ue.

So, the firmgets information
about what users are of interest to them And
they are alerted to new tendencies. They can
build (inaudible) in this way and so forth.

Obviously a |l ot of users are not

necessarily aware of what this means for them
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because when consumers articulate their particular
niches there are all kinds of issues regarding
privacy, security. So the whole idea of being
able to participate in this new environment, firnms
can collect a |ot of data. And we may hear about
this alittle bit nore.

But | think froma policy
perspective we need to start thinking about what
this actually means for users when they are
unawar e about obviously this kind of information
that’ s being collected.

So, the control is limted because
the traffic is strictly regul ated by the
technol ogi cal platfornms and the social protocols.
And whether that’s in a wi ki, which the
advertising is a lot of time, nost of it is com ng
from Googl e, you can question actually how
col l aborative and how free we really are and about
t he democratic tendenci es.

Not that | want to be negative
because there’'s a | ot of good about it. But |
think these are issues that we really need to

t hi nk about, about how open this is.
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And especially if you start
t hi nki ng about our younger people com ng online,
the so-called digital natives which actually has a
really cool stand here at the OECD (Il aughter) --
|”m promoting it. It’s really -- we really need
to start thinking about education, about nedi a
literacy and all these policy issues that are
derived from these thinkings of converging
(i naudi bl e) of participation and also that this
whol e i dea of participation my not be a one to
one copy to and apply to the business structure.

But | can tal k about that during
t he discussion a little bit later. | want to give
the word to the next speaker.
--- Appl ause

MR. CRANE: Thank you. I think
that this reinforces what Anthony had to say, that
we're creating a whole variety of conditions which
can only accelerate innovation which is going to
be very good for all of us I hope.

Our next panellist is Dani el
Bretons who will continue. | think it’s been so

far a very interesting panel.
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MR. BRETONS: Hello and good
nmor ni ng. | try to speak a few words in English
and then | keep on going in French as | feel
easier in nmy native |anguage. So for those who
want to activate your translation systenms, | would
give you some time to activate those systens.
Just telling history before you inplenment and
activate the system

So, I'"m a professor of information
systems managenent at the ESCEM School of Business
in France who are | ocated in both places
(i naudi ble) Poitiers cities. And for those who
don’t know those cities, if you draw a |line
bet ween Paris and Bordeaux -- Paris everyone
knows, Bordeaux many people know for another good
reason. Okay, so you have two major cities, one
is 200 kilometres from Paris and the other is
closer to Bordeaux, 300 kilometres from Paris to
Poitiers. This is where |I'm teaching.

Okay. I think now | can keep on
going in French. Thank you.

MS VAN DER GRAAF: Thank you.

Well, thank you for a very good first introduction
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of our Business 2.0.

What | would actually want to
start with is actually with the whole idea that
mass col | aboration and communal activity defines
the way people will work and live in the future.
That is a big claimthat we are all making here
today, that it will spur innovation and growth.

We heard during our first sessions
that all users supposedly contribute content out
of a basic human need, so to speak, to comunicate
or to gather know edge and information or to
express oneself creatively.

As such, users can create val ue
for shareholders and firnms in general and the firm
can provide the platform for people who like to
share and create content.

| think, as nmost of us know, is
t hat not all users do this and actually only a
very small percentage of users currently are doing
this. But there is a big differentiation as well
among what people create.

So we have heard a little bit

about | ead edge users and people who just |like to
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be in SecondLife and just have an avatar, to
peopl e who just coment on someone’s Flickr
pi ctures.

Anot her thing that | would like to
say is that the whole idea of everything being
coll ective and goal driven is maybe quite
m sl eadi ng.

As research done at the LSE and
also others |ike Forrester Research has come with
results that a |ot of individuals who do create
and who are online, a |lot of them are actually
i ndi vi dual driven and they only like to
col |l aborate to the extent if they gain something
out of it or if they don’'t know exactly what they
are supposed to be doing.

For instance, nmy focus has focused
extensively on SecondLi fe and ot her virtual
wor |l ds, gam ng |ike Valve who made Counter-Strike
and Half-Life, is that a | ot of users who go into
t hese kinds of environments have particul ar needs
and they like to develop them and they like to
create them and these are really the nost

i nnovative kind of user you can actually think of.
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What they do a lot of times is use
their skills but not everybody has all the skills.
If you want to create a conpletely new first
person shooter, you may only be able to program
particul ar parts. So you need the help of other
peopl e.

This actually means that in the
case of SecondLife or in the case of Valve or even
Phillips Electronics, who is experimenting in
SecondLife, and I work with themas well, is that
they offer toolkits for user creation or
co-creation.

So the firm whether that is
Li nden Lab, whether that is Valve or whether that
is Phillips in this case, they can actually
provide the kind of instruments for the users to
play with and to devel op particular types of
cont ent .

What this means for the firm as
we have heard, is value but especially a |ot of
knowl edge and this kind of know edge can help
t hese companies to become maybe nmore efficient.

Al so, they learn a | ot about -- they reduce and
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elimnate the costly exchange of need information
bet ween the users and the firm

So the firmactually has a
relatively | ow-cost means to access information
and search functions that are provided by users
about issues such as problem solving, idea
generation, idea value.

So the firmgets informati on about
what users are interested in and they are alerted
to new tendencies. They can build brands in this
way and so forth.

Obvi ously, a | ot of users are not
necessarily aware of what this means for them
because when consumers articulate their particular
ni ches there are all kinds of issues regarding
privacy, security. So the whole idea of being
able to participate in this new environment, firnms
can collect a | ot of data.

We may hear about this a little
bit more but | think froma policy perspective we
need to start thinking about what this actually
means for users when they are unaware about

obviously this kind of information that is being
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col |l ect ed.

So the control is |limted because
the traffic is strictly regul ated by the
technol ogi cal platfornms and the social protocols.

Whet her that is in a wi ki, which
the advertising is a |lot of times, most of it is
com ng from Google, you can question actually how
col l aborative and how free we really are and about
t he dempcratic tendencies, not that | want to be
negative because there is a | ot of good about it
but I think these are issues that we really need
to think about, about how open this is.

Especially if you start thinking
about our younger people com ng online, the
so-called digital natives, which actually has a
really cool stand here at the OECD (Il aughter) --
| m promoting it -- we really need to start
t hi nki ng about education, about media literacy and
all these policy issues that are derived from
t hese thinkings of convergence cul ture, of
partici pation, and also that this whole idea of
participation may not be a one-to-one copy to and

apply to the business structure.
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But | can tal k about that during
t he discussion a little bit later. | want to give
the word to the next speaker.
--- Appl ause

MR. CRANE: Thank you, Shenja.

| think that this reinforces what
Ant hony had to say, that we are creating a whole
variety of conditions which can only accel erate
i nnovation, which is going to be very good for al
of us, | hope.

Our next panellist is Dani el
Bretonés who will continue. | think it’s been so
far a very interesting panel.

MR. BRETONES: Hello and good

nmor ni ng.

| will try to speak a few words in
English and then I will keep on going in French
because it is, | feel, easier in my native
| anguage.

So for those who want to activate
your translation systenms, | will give you sone

time to activate those systens.

Il will just tell some history
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before you i nmplement and activate the system

So | am a professor of information
systems managenent at the ESCEM School of Business
in France, who are |ocated in both places, Tours
and Poitiers cities.

For those who don’t know those
cities, if you draw a |line between Paris and
Bordeaux -- Paris everyone knows, Bordeaux, many
peopl e know for another good reason. So you have
two major cities, one is 200 kilonmetres from Paris
and the other is closer to Bordeaux, 300
kilometres fromParis to Poitiers. This is where
| am teaching

Okay, | think now | can keep on
going in French. Thank you.

Je voudrais commencer, en fait,
par une petite histoire pour vous dire que, pour
| es écoles de conmerce, pour |es business schools,
le Web 2.0, ce n'est pas tout a fait virtuel, et
pour |es étudiants, c¢ca peut étre tres réel.

J’ai un de nmes étudiants qui avait
beaucoup de mal a avoir un stage, a trouver un

internship, un placement dans une grande
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entreprise de conseil a Paris, et il narrivait
pas a avoir |’ entretien. C était tres, tres
difficile pour lui. Alors, il a trouvé une
astuce. Il y avait un forum de recrutement sur
SecondLife, et comme il était treés débrouillard,
il aréussi a aller sur e forumde recrutement de
SecondLife, et ca lui a perms, cet entretien
virtuel lui a perm s d avoir un entretien réel.
Donc, a travers SecondLife, ca facilité sa vie de
tous les jours. |l était trés heureux, donc,

d’ avoir ce stage de haute qualité.

Je voudrais revenir, avant de
parl er des modél es économ ques... et je dis pour
la traduction, nodeles économ ques, c’est ce que
vous appel ez au Canada | es nodel es d’ affaires.
Pour qu’  on soit totalement clair, je vous le dis
dans | e méne sens.

Je voudrais revenir, en fait, sur
le r6le, en fait, de |’ évolution des entreprises
au niveau nondi al depuis 20 ans.

En fait, on a vu depuis 20 ans, et
c’ est principalement parti de |’ Amérique du Nord,

et ca s’'est étendu en Europe puis au Japon, en
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fait, un transfert massif de |a production d’ un
certain nonbre d entreprises, production physique
vers |’ Asie et, notamment, vers la Chine, et on a
assisté, ensuite, a une délocalisation en ce qui
concernait |les systemes d’'information,
princi pal ement sur une autre destination, |’Inde.

En fait, cette réorganisation de
| " économi e au niveau nmondial, alors, si on prend
une entreprise comme HP, Hewl ett Packard, qui
avait des centres nmondi aux de recherche a Grenobl e
en France, elle les a, en fait, transférés en
Asie, parce qu elle avait, effectivement,
probabl ement autant de conpétences, et peut-étre
plus, a un colt inférieur.

Donc, il y a une étape majeure
dans | es années '80, et je pense qu’ avec |le Wb
2.0, on arrive a une deuxi eme vague de nutations
pr of ondes.

Ces vagues de mutations profondes,
par exenple, si je prends le cas de |’industrie
phar maceuti que, c’est une industrie,
effectivement, ou |le dével oppenment des produits

est soum s a des contraintes réglementaires
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extrémement fortes, pour |les raisons qu’on

i mgi ne, et |le colt des dével oppements, qui était
de 400 a 500 millions d euros, est passé

mai ntenant a 1 mlliard ou a plus pour |es
nouvel | es nmol écul es, en sachant qu’on trouve de
moi ns en moi ns de nmol écul es i nnovantes et que |es
colts augmentent de plus en plus.

Donc, qu’est-ce qui se passe? Je
regardais les statistiques de |’ OCDE en mati ére de
R&D, il n'y a pas tres longtenps, et je me suis
apercu de quoi, que, notament, |’investissement
privé en R&D des grandes firmes américai nes qu
sont | eaders dans certains domaines, et en
phar maci e, notanmment, baisse, et a ce nonent-1a,
on s’ aperc¢oit que plutdét que de dépenser de
| " argent sur des équipes qui n'arrivent pas a
trouver de nouvelles nol écul es ou avec des
résultats en terme d’ innovation difficilement
mesur ables, il est extrémenment intéressant
d’ ouvrir une plate-forme Web 2.0 a tous |es
chercheurs du nonde entier, de |eur soumettre des
appels a projet, et de stimuler, finalement, la

créativité en essayant de dével opper des nol écul es
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de cette mani ére, en réduisant les forts de R&D en
i nterne.

Donc, je crois que, effectivenent,
c’' est peut-étre un nouveau modéle qui s’ applique a
| " industrie pharmaceuti que qui va probabl enent
s’ appliquer a d autres industries. On va vers une
deuxi éme vague de nodificati ons massives ou de
mut ati ons accél ér ées.

Mai nt enant, je vais vous parler,
effectivement, de ce que nous faisons en France
pour essayer de dével opper |le Web 2.0.

Al ors, en France, il y a une
associ ation qui s’ appelle le Club informati que des
grandes entreprises francai ses, avec |equel j’ai
eu |’ occasion de travailler, et je travaille, bien
sir, encore, et ce club regroupe a peu pres |les
120 plus grandes entreprises francai ses. Il y a
celles que |’ on connait, come L' Oréal, M chelin,
Peugeot, Renault, et toutes |les autres, et, en
fait, avant de venir ici, Sasha (ph) de |’ OCDE m a
posé |la question et ma dit : Est-ce que tu peux
regarder en France ou est-ce qu’' on en est par

rapport au Web 2.07?
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Alors, en fait, j'ai sollicité,
donc, |l es gens de |’ association, et un groupe qui
travaille sur | e sujet des petites conmmunications
et médias, et, en fait, la réponse, c’est que dans
| " ensembl e, ces groupes qui sont des
mul tinationales qui agissent au niveau nondi al ont
bien intégré les technol ogies des réseaux et |es
technol ogi es des webcans.

Par contre, en ce qui concerne le
Web 2.0, c'est différent. On peut noter que |es
entreprises qui ont une culture industrielle sont
pl us hésitantes a passer au Web 2.0 parce qu’'elles
ont une tradition de secrets, de protection de |la
propri été intellectuelle. Ce sont peut-étre des
model es plus hiérarchiques, et quand elles
testent, par exenmple, leurs produits sur des
groupes de consommateurs, elles le font d abord
faire... elles passent pas des agences de service
externes plutdét que de le faire directement parce
qu’' el l es ont peur d un effet retour négatif au cas
ou ¢ca se passerait mal ou elles ne contrdl eraient
pas |l es rumeurs.

Par contre, on peut dire que |es
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entreprises de média en France ont |’ habitude de
|"interactivité beaucoup plus forte puisqu'il y a
déj a des sondages en ligne, a la télévision, on
peut envoyer des SMS sur son tél éphone, répondre,
et que ces entreprises, elles nutent beaucoup plus
vite, et c'est |lié a leur culture, en fait, vers
le Web 2.0.

Je vous dirais que,
fondament al ement, |la vitesse d’ évolution dans |e
Web 2.0, elle est |iée a un certain nombre de
val eurs qui caractérisent |les entreprises, de
val eurs culturelles.

Al ors, on va peut-étre passer a la
di apo suivante.

Le président de cette association
des grandes entreprises francai ses, du Club
i nformati que des grandes entreprises francai ses,
est le directeur des systemes d'information d’ une
entreprise qui est |eader nmondial dans son
domai ne. C est Essilor, et c’est gréace a cette
entreprise que je peux voir bien ce qui est écrit
sur ma feuille de papier, et un certain nonbre de

vous utilisent peut-étre des verres Essilor.
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En fait, c’'est un honmme

d’ avant-garde, et il a commencé a introduire, au
ni veau du CIGREF, il a commencé a introduire,
donc, des wi kis, des forum Web 2.0, a |l'intérieur

du ClI GREF et dans son entreprise Essilor, ce qui
veut dire que |l e nmouvenment vers le Web 2.0, il va
se faire. Il va se faire lentenment, mais il va se
faire en France, en tout cas.

Mai nt enant, je vais vous parler,
effectivement, d une question qui m a été envoyée,
parce que nous avons des groupes de travail en
interne en France.

On ma dit : Tous ces gens qu
participent au Web 2.0, ils passent du tenps, ils
dépensent de |’ énergie. Dans certains cas, il y a
une création de val eur au bout.

Al ors, comment est-ce qu'on |a
mesure exactement ?

Est-ce qu' elle est prise en conpte
dans |l es statistiques de | OCDE, et effectivenment,
si |l e phénoméne Web 2.0 se dével oppe, avec toutes
ces énergies qui vont participer, est-ce que

| OCDE pourra dire c’ est des productions
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nati onal es ou des productions nmondi al es de
création de valeur a la production qui va
augmenter? Conmment | e mesura-t-on exactement?

Al ors, cette question, elle nla
€t é posée par Gilbert Réveillon, qui est le
di recteur marketing d une entreprise de service en
France qui s’ appelle Laser Marketing.

Voilal! C est ce que j'avais a
vous dire sur ce sujet. Donc, je vous renercie,
et je répondrai avec plaisir a vos questions.
Merci .

--- Applaudi ssements / Appl ause
MR. CRANE: Thank you, Daniel.

| think an interesting idea in the
phar maceuti cal industry, again a further
el aboration and open innovati on and what Anthony
call ed the extended enterprise.

Our next speaker is Paul M sener
from Amazon. | amin their conputer and
categorized in a certain way, because periodically
| get e-mails telling me a new book on a certain
subj ect .

MR. M SENER: Thank you, Davi d.
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And thank you for being a customer. W need al
of you.

Thanks also to I ndustry Canada,
the OECD, for bringing this group together. lt's
an inmportant conversation to have and we ought to
all be grateful to the Government of Canada for
pulling this together. I ook forward to working
with you all in leading up to next summer's
meeting in Asia.

Al'so, | would like to comend
Graham and Sacha's(ph) work in the OECD document
t hat you may be aware of. It's a great survey.

Al t hough it's a bul ky document, it is a quick read
and so | do conmmend that to you

| want to use my time this norning
to tal k about two things. One are sone of the
UCC, User Created Content services that Amazon
hel ps support, and then |I want to tal k about sonme
of the key public policy and policy-making
chal l enges that are generated by the participative
Web and UCC.

The first Amazon service is, 12

years ago when we opened our virtual doors we were
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a pure retailer. W bought goods whol esal e and
sold them off retail. But right now we have
changed fairly dramatically and the key conponent
of our business is serving as a platform and
service provider. W provide goods and services
to buyers and sellers on the Web.

A coupl e of those services | think
you have all become accustomed to. One of them
one of the initial UCC services, is customer
revi ews. It was a very novel concept at the time,
now accepted generally, but the novel concept was
that a retailer selling a good actually all owed
consunmers to come on and criticized the good that
is being sold. Imagine a brick-and-nmortar store
all owi ng someone to walk in off the street and say
"This is a lousy piece of junk” and put a sign in
front of it saying so. We did that and our
custonmers have been the beneficiaries of it.

We have al so provided this
platform for sellers. W call this "marketpl ace"”
at Amazon, but it is doing what eBay and other
conpanies do as well, allowing sellers to come on

our site and sell their goods, which we never
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touch. We never see these goods.

In fact, we have well over a
mllion sellers selling through Amazon.com t oday
and conpeting directly with the things that we
sell. So our retail business is but one of the
many retailer sellers that operate using the
Amazon platform

There is something novel and
sonmetimes m sinterpreted news service that we
provi de called "Mechanical Turk". The concept is
the selling of human intelligence fromthe
providers of human intelligence to a central buyer
of that intelligence.

For exanmpl e, photographs are very
difficult for machines to analyze and categorize
and describe, but they are very easy for humans to
do. So one of the tasks avail able through this
service is for human beings to | ook at a set of
phot ographs and categorize them and these human
beings are paid for it. This is all done through
t he Amazon platformin a marketplace fashion.

There are also some sort of

seem ngly nmundane avenues of supporting UCC -- |I'm
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sure Bob will discuss this a little bit more -- by
providing for the long tail of, for exanple, the
sal e of books.

The | argest brick-and-mortar on
the planet. Maybe the ones in New York City, near
Ti me Square, probably carry about 100, 000,

120, 000, maybe 150, 000 different titles. Amazon
carries mllions. It's no fault of theirs. They
have to support the shelf space, they have to air
condition and light this building and pay
Manhattan rents. We don't.

We even go further than just
putting books in warehouses in obscure places, in
deserts, and shipping them fromthere. W
actually have now a thriving print-on-demand
busi ness, which means we only manufacture,
actually press and bind a book, when it's been
ordered. As a result, there is no upfront
investment that is required, typically, of authors
and small publishers.

So if you are not one of the best-
selling authors, if you are not Margaret Atwood,

you don't necessarily have access to the | arge
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publ i shing houses, this is a way that you, as a
small or up-and-com ng, soon-to-be-big author can
start participating.

But | think there are really two
princi pal public policy challenges that face
governments around the world as a result of the
partici pative web. The first, it seems to me, is
bal ancing the responsibilities of UCC creators and
UCC pl atforms.

The platform business that |
describe to you is one that is different than
havi ng conmpl ete responsibility or conmplete control
over a business, like we do for our mainstream
retail business. The question is...well,
obviously, I think I will start off with the
obvious. The obvious is that providers of user
created content ought to be held |ibel for
damation, for copyright infringement, for theft,
fraud, counterfeiting, all those things. The
difficulty is, of course, they are difficult to
find. They may not be local, they may not
identify thenmselves well, they may come and go

qui ckly.
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So the easy-to-find player in a
possi bl e transaction that involves, for exanple,
copyrighted material or infringed copyrighted
material is -- the easy player to find is the
platform  So the question is: to what extent
should the platform be responsi ble for combatting
infringement or fraud or theft?

Shoul d we require platforns,
pl atform providers, to police their sites? Should
they be required to actively seek out counterfeit
mat eri als, copyrighted goods, stolen goods?

Well, is that possible? 1 mean,
when a third-party seller sells something through
us -- and it could be a seller as |arge as Target
or as small as you and me unloading a fewitems --
we never touch the item itself.

So it may be fairly easy to tel
t hat a new Canon EOS Rebel camera offer for $100
m ght not be legitimate, but it's difficult to say
whet her sonmething that is priced fairly
rationally, or perhaps not even rationally, maybe
pennies on the dollar, if it's not a counterfeit

product. It could just be something that was
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i qui dated by the manufacturers. But if it is a
counterfeit product, how can we possibly know?
It's a tough one.

Also, is it fair? The question is
woul d requiring platforms to police their sites,
woul d that fair? The anal ogous off-line nodels,
such as carriers or mall owners, they are not
required to do the same thing. It really presents
a difficult question to single out these providers
of platform services.

So if mandatory policing doesn't
make sense, perhaps just the market will solve
this in a |ot of respects.

We have instituted a | ot of self-
policing mechani sms sinmply because we want our
custonmers to trust what they buy fromus is
legitimate or through us is legitimate. So maybe
that is the best way to respond.

But if there is some sort of
regime, like a "notice and take down" regi me,
applied to providers of platform services, who
should the platform be responsible to? Just |aw

enforcement? Just private entities that have some
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privity with the good in question, |ike the

ri ghtshol der for a pirated music CD? Or could it
just be someone conpl ai ni ng about the | ow price of
an itemand claimng that if it's that |ow a
price, it must be fraudul ent or stolen?

So the second question, and | want
to move through this quickly, the second question,
| think, the major policy challenge facing
governments around the world as a result of UCC
and the participative web are the effects of
borders -- the effects of borders.

Now, there are different kinds of
borders. There are technical borders, and you
wi Il hear at lunch today about open-sourced
standards. That's probably the easiest kind of a
border to get around, to circumvent. And | mean
"circunvent"” in a good way. There ought not to be
t hese sorts of borders. Thankfully, open
st andards have hel ped thwart that kind of a
techni cal border

There are al so business borders,
of course, walled gardens being an option. But if

it's a conpetitive market, well, consumers can
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choose to be in our out of the garden. The only
difficulty, the only time this arises as a policy
problemis when consumers don't have the choice.

This is the fundamental concern at
the heart of network neutrality, where there's a
concern where the market power that exists anmong
net wor k operators could somehow be extended from
mar ket power over the network to market power over
content. That certainly would be untoward, in our
Vi ew.

Lastly, there are | egal borders.

Ri ght now, there are overlapping jurisdictions and
rules applied to online behaviour and, in
particular, the operation of platfornms.

There are geographical and
substantive conflicts. Oftentinmes even in the
same country there are conflicting rules because
there are conflicting agencies, either
geographically based, like in a federal system
like in the United States or in Germany, or where
substantive agenci es have grown up in regulatory
silos and our business models all of a sudden

start to transcend the sil os.
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These kinds of chall enges, it
seems to me, these two policy-making chall enges,
bal ancing the responsibilities of the creators and
t he platforms, on one hand, and secondly, dealing
with the effects of borders on the participative
web, | think, are the ones that are best addressed
by groups like this.

And |I'm delighted that this kind
of conversation is taking place because they are
t ough questi ons.

Thanks very nmuch.

--- Appl ause

MR. CRANE: Thank you very much,
Paul .

Two t hings. One is that | think
you have rem nded us, as we need to be rem nded,
that the Internet is not just about technol ogy,
it's about institutional and organizational
arrangements in our society and | aw and Canadi an
newspapers, newspapers responsi ble for whatever is
said in a Letter to the Editor that is published
and have to verify that the person sending the

letter actually exists and actually wrote it.
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So you have described somethi ng at
a different, but that is the same thing, the
responsibility for assuring somehow the voracity
or the genuine nature of what you are putting on
your place, which in the newspaper is on the
letters' page, and also making sure that it does
not break some law in the content. Interesting.

Our final panellist is Bob Young,
and he has, | think, some exciting things to tell
us, as well.

MR. YOUNG. Thank you, David.

| just wanted to echo Paul's
comment, which is to thank all of you for com ng
out to the conference and for working hard at
under st andi ng these issues.

You know, there's a reason |
didn't go into government, and | think it's
because |I'm not smart enough. So let me | eave you
with sort of three thoughts from how I see the
world, and | see the world from an entrepreneuri al
busi nessman' s perspective.

Keep in m nd, you know how

monopol i es are supposedly bad things and even all
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busi nessmen will tell you that the evil guy in,
you know, pick a place, Redman, Washington, has to
be evil because he owns a monopoly, the reality is
every single one of us businessmen, when we get
out of bed first thing in the norning we dream
about owning a monopoly. W go to work and we
work as hard as we can in order to achieve a
monopoly. That's the Holy Grail of being an
entrepreneurial businessman.

So the role of government, at the
end of the day, is to foster freedom but to
foster freedomto protect us from guys |like me who
are trying to build nmonopolies, so the structure.

Larry Lessick speaks very well on
this topic of old eastern Europe, after the Berlin
Wall fell. The politicians there for a while all
equat ed constitution and equated |laws with
oppression, so they all had this default saying,
Oh, we don't need |laws, we don't need
constitution, because that's the evil Soviets.

Larry had to explain to themthat,
no, actually, America works precisely because we

have a set of |laws that work and he had to re-
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educate these guys, that, no, it wasn't |aws and
structure that's bad, it's the wrong | aws and
structure that's bad.

Our goal of laws is to maxim ze
freedom so here's the three thoughts. One is,
what's the unique value of the Internet? What is
t he one thing?

You know, again, |’mnot a smart
guy which is why | appreciate you guys worKking on
this stuff. So, | try and sinplify everything
down to one idea that | can understand and that |
can act on.

The uni que val ue of the internet
is it connects everyone on the planet with
everyone else on the planet. And so it’s
astoundi ng. You know, we talk about Amazon, we
tal k about Google. You know, we think of these
guys as great gateways to the internet but the
beauty of the internet is they aren’t.

They are sinmply service providers
on an internet where you can do remarkabl e things
wi t hout ever using SecondLife or Amazon or Googl e

or Lulu for that matter. It’s this phenomenon
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of connecting every consumer to every other
consumer that does things |like create the
opportunity for radically new busi ness nmodel s.

So here’'s the second thought for

you. And this is a prediction that |1’ve been
expandi ng on for the last, well, five or six
years. And | still believe it to be true, which

is that ten years from now the top ten internet
sites that you can name, you know how we think of
Googl e and Amazon and Facebook and you know,

what ever the other top ten are, five of those top
ten are not in the top ten today is ny prediction
five years from now which means the | aws you have
to come up with are not to cater to nme or to
Amazon or to, you know, the guys at Google, it’s
to create an environment where, you know, the guy
in his garage in Kanata has every bit the
opportunity that | do to be successful.

And so then let me talk briefly
about Lulu and The Long Tail. Because here’s the
key concept, again, this idea that if the internet
connects everyone to everyone else, we got 6

billion people on the planet, we have the
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potential of connecting all 6 billion people to
all the other 6 billion people, the idea is, and
this is Chris Anderson who wrote the book, The
Long Tail, talked to guys |like Amazon and in
particul ar NetFli x.

And the numbers, | don’t actually
have them off the top of my head but the
fascinating thing about NetFlix, this is the video
rental, DVD rental conmpany who stock a vast nunber
of titles, they rent, nore of their titles rent,
something |like 60 percent of their titles are made
up of rentals of titles that are not in their
10, 000 nmost popular titles.

Paul , do you know that number? 1Is
it 10,000? 1I1t’s sonme huge number |ike that.

Okay.

The point being, they rent nore
titles that are on a list -- if you and | sat down
and tried to think of all the videos, all the
movi es, you know, Pirates of the Caribbean, Star
Wars, that we could think of, we'd spend all day
comng up with a list of 10,000 and we woul dn’t

have a single title that makes up 60 percent of
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Netflix view ng.

And that’s the definition of |ong
Tail. MWhat Netflix actually benefits from are
mar kets of a huge number of small markets. So,
t hey are people who watch Quebec films, they are
peopl e who watch films on fly fishing, on drilling
for oil in Iraq, specialized filmthat there are
only 100 or 1,000 people on the planet who care
about .

Okay. So, armed with these three
t houghts -- two thoughts, something |like that, a

coupl e of years ago | wanted to start the next Red

Hat . | built a conpany called Red Hat. It was in
t he Linux business. It’s going on doing extremely
wel | . But |I"m an entrepreneur. | ve never worked

for a company as big as Red Hat is today, much
|l ess tried to manage one. So, of course ny
col | eagues at Red Hat kicked nme out which just
goes to show that they're really smart.

And so | was | ooking for the next
interesting thing to do. And what | stunbl ed
across was if | believed in these three things, if

| believed that the internet’s unique feature is
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it connects everyone to everyone else, that the
established players are not established, the
internet is still the WId West -- there is no
measurenment, there’' s a huge amount of | awl essness,
there’s no police forces, it's the WId West.

So, it’s an area of huge
opportunity. And if it creates an opportunity to
not create |large markets but create a | arge nunber
of small markets, then what business should I
start in? The one that we stunbled into is a
print on demand publishing busi ness where we are
not the publishers, you are.

So, we just | ooked at the fact
t hat nost authors who send their manuscript to a
publ i sher get rejection slips, something like 9
out of 10, something greater than 9 out of 10 of
authors who wite a book and send it to a
publ i sher never get published.

The reason they don’'t get
publ i shed, in some cases it’s because these are
really bad books. And one of Lulu's claim-- you
know we don’'t have, you know we're still grow ng.

We're quite large; we're signing up 34,000 new
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aut hors a nonth now. We're selling about a
quarter of a mlIlion books a nonth that we print
on print runs of less than 2. So, we print them
one at a time as the custonmer buys them

But the idea was that we’'re not
t he publisher. The idea is nost of these books
that get rejected by the publishing industry get
rejected not because they aren’t good or don’t
have some value to them it’'s because they aren't
going to sell nore than a thousand or 2,000 or
3,000 in a year.

But yet the people who were going
to buy the 1,000 books on, | don’t know, some
specific form of genetic research into some weird
t oe cancer -- so, no one wants to buy the thing
except for the doctors who specialize in toe
cancer -- now have a venue. They can publish the

books themselves. We're in effect elimnating the

gat eway.

So, our goal is not to conpete
with the publishing industry. It is to serve the
needs of the long tail. It’'s to serve the fact
that of the 6 billion people connected to the
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internet, we all want to watch Pirates of the

Cari bbean, but equally we all have some area of
interest that we share with only a few other
people. And that’'s the concept of businesses that
are catering to the long tail.

Anyways, just the |last thought on,
again, an internet made up of billions of people
talking to billions of people: intellectual
property protections are of huge value and are
very important for people who produce multi
mllion dollar works of art like Pirates of the
Cari bbean.

In case you haven't picked up on
it, I like Pirates of the Caribbean. Maybe it’s
because all entrepreneurs identify with pirates
and 1’ m not sure of the connection. They deserve
real protection for their investment of that work
of art.

But the fact is, even their work
of art is built on public domain know edge. lt's
built on the whole concept of pirates and
swashbuckl i ng whi ch goes back hundreds of years.

So, we’ve got to get that bal ance
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right. W' ve got to get fair use right. W have
to allow the next generation of creators to be

able to build on what has gone before.

Thank you.
--- Appl ause

MR. CRANE: Bob, thank you. When
I"’mfilling in my tax return next year |’ m going
to feel a |lot better because |I'I|l be able to think

of the government as a freedom fighter for trying
to (inaudible).
You raised the point that five

years from now that five of the top ten internet

pl ayers will be those not on the list today. Do
you think any of themw |l be from China or India
or anot her part of the world or will they all be

basically or largely based in North America or in
Eur ope?

MR. YOUNG: Do these things work
or --

MR. CRANE: Yes.

MR. YOUNG: Okay. The one thing |
have |l earned in ny career on the internet is not

to make predictions (laughter). But | would say
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t hat would be a safe bet; but I'’m not going to
predict it.

MR. CRANE: Okay. Because you did
make a prediction that five of the ten would be
new pl ayers, so..

MR. YOUNG: | guess | did.

MR. CRANE: Yeah.

MR. YOUNG. Okay. | stand
corrected.

MR. CRANE: | think we have time
for not as many questions as we would |ike but
about 15 mnutes. So, I'd like to invite those
who have had the benefit of listening to some very
interesting presentations now to ask their
guestions or chall enge what was being said or
offer an alternative view of the world.

We have m kes spread all the way
around the roomand this is a chance. W have
about 10 to 15 m nutes, so don’'t be shy.

We'll start, m ke 58, M chae
Bi nder and then we’'ll go over to the other corner.

Okay, M chael.

MR. Bl NDER: |"mfromthe
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government and what |I’minterested in knowing is
you keep tal king about the kind of rules that we
put in place do not interfere with this
entrepreneurial spirit. Wat |I want to know is:
Are you tal king about a global set of rules or
every country come up with their own
entrepreneurial set of rules so we win. So being
sel fish Canadi ans, and you know us a little bit,
particularly you Bob, what's your advice for the
Governnment of Canada in what kind of rules we set
up to succeed in getting sonme of those fives

com ng on?

MR. YOUNG: ' ma huge fan of
conpetition, whether it's conmpetition in the
mar ket pl ace or, in this case, conpetition among
gover nments.

So, as you know, within Canada we
have different tax jurisdictions as our Canadi an
governments conpete to try and attract businesses
into their jurisdiction. | think that's actually
healthy to have that debate.

So there has to be sone

i nternational coordi nation, but there's a | ot of
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dangers. As you guys |I'm sure know and struggle
with every day, with international |egislation,
which is that the parties who have the strongest,
what, political power internationally tend to get
t heir agenda |listened to.

The one we are all very aware of,
let me talk a specific exanmple. In media creation
the U S. -- it's a huge export industry for the
U S, sothe US. would love it if everyone woul d
i mpose the strongest possible intellectual
property protections around content because that
benefits their media export industries.

But in Canada, where we are trying
to conpete, we don't have yet a really strong
medi a i ndustry, suddenly being nore innovative,
not necessarily following the rules that work in
the U.S. but comng up with a set of rules that
all ow Canada to create a content industry that's
vi abl e, m ght require a different set of rules,
but yet if we coordinate these internationally we
will be forced to adopt rules that m ght not suit
t he Canadi an i ndustry sinmply because everyone el se

is adopting the rules.
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So this is why you guys are the
smart guys and |I'm happy that you're here.

MR. CRANE: Okay. Thanks.

Did anybody el se want to say
anyt hing on that point or should we go to the next
guestion?

Okay. A question over here now.

QUESTI ON:  Thanks. My name is
M chael Geist. |I'ma Law Professor at the
Uni versity of Ottawa.

Thanks to all the panels for some
really interesting remarks. [It's only to make a
small remark to Paul.

| appreciated you raising the
noti on of bal ancing responsibilities between UCC
creators and UCC platforms and it's only to rem nd
peopl e that particularly in a participative world
that the creators are thenmselves platfornms in many
respects. The individual blogger who ensures or
all ows people to coment -- and of course many do
-- faces precisely the same kinds of questions
t hat those very large platfornms do and oftenti mes

don't have the resources to try to ferret out
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whet her or not something is infringing or
defamatory and the |iKke.

So when we are tal king about the
bal ance one of the interesting aspects |I think is
that the creators are thensel ves using your
platfornms to create their own platforms and face
exactly the sane kinds of questions.

MR. CRANE: Paul, did you want to
say anything?

MR. M SENER: It's a good point,
M chael . Thanks.

MR. CRANE: Questions?

Coul d you just identify itself at
the start?

QUESTI ON: It's Jay Thonpson from
Ellis(ph), a carrier here in Canada.

| was at a Web 2.0 conference a
coupl e of weeks ago in Washington and one of the
panels there on innovation suggested that
conpani es |i ke Facebook, Amazon, and so on, would
not have been able to devel op and innovate to the
extent they have if it hadn't been for, in the

U.S., section 230 of the CDA, which protects them
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fromliability as a publisher, and protections
against liability on conduits against copyright
l[iability, in the States being a notice and
t akedown regime, in other jurisdictions perhaps
somet hing el se such as notice and notice reginme.

Absent either or both of those
| aws, which is the case we have currently in
Canada, what is the future for innovation by
Canadi an conpani es who want to get into the 2.0
space?

MR. M SENER: | will take a stab
at it. Thanks for the question.

| think the future for Canadi an
innovation is very bright for a ot of reasons,
not the | east of which is an educational system
which is excellent. and I think you have a
government, as witnessed by this conference, that
is very interested getting things right.

You know, | don't feel a political
agenda here. | grasp a sense of urgency in
| earni ng what's actually going on, the facts
should lead to informto policy-mking. So I

think the future is very bright.
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Your specific question had to do
with save harbours, | wll just kind of
characterize it that way. Those safe harbours
have been important in the States and el sewhere
around the world to protect platfornms from
i mmedi ate liability. But there are attenpts al
around the world, including in B.C., to chip away
at those kinds of protections sinmply because, as |
mentioned in my remarks, it's easy to find the
pl atforms and sometimes difficult to find, as
Prof essor Geist would say, the smaller platforms
t hat use a bigger platforns.

So | would just urge any movenment
in that direction be checked until we get to the
real facts of the matter, which is that it would
be extraordinarily difficult, if not inpossible,
for a distant, renote platform provider to do the
sorts of policing that some people seek us to do.

MR. W LLI AMS: I think in addition
to that, | mean the safe harbour to nme seens to be
fundamental ly i mportant because it enables a nmuch
more fluid and open approach to content creation

t hat would be completely disabled if platfornms
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| i ke Facebook or Amazon or YouTube had to screen
in advance every piece of content that came onto
the system

The other thing that will help of
course would be some sort of technol ogical
screeni ngs capabilities that have been put in
pl ace, but | think fundanmentally you should all ow
people to contri bute content and then not hold up
the platform necessarily liable but find ways to
t hen provide the right intellectual property
rights, a systemthat can enable that kind of
content creation.

MR. YOUNG. Yes. If I can comment
on the second part of the question sinply of is
Canada good place to build a technol ogy company.

| work mostly down in Raleigh,
North Carolina and the Government of North
Carolina are constantly worried about this
t henmsel ves because they have the same sort of
sense of inferiority relative to California where
it seems all the cool stuff is happening.

And |I'm having to reassure the

Government of North Carolina and | will do the
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same for the Government of Canada, the amount of
exciting stuff that goes on in Canada, the amount
of innovation that | just bump into literally at
any industry conference up here, you don't have to
worry about the health of innovation in Canada.
This is a very exciting place to do business.

MR. CRANE: It's a nice note to
hear .

We will have one nobre question.
The |l ady a m crophone 58.

Then | will do a very fast sum up,
and then | think, John, you want to tal k about
[ unch.

| s that correct?

MR. OXLEY: Yes.

QUESTI ON:  Thank you.

| ' m Katarina Labrisis(ph). | come
fromthe Government of Norway.

| have a question about this
probl em of sorting out the liabilities between the
pl atform and the users. In order to sort out
l[iabilities you have to know the identity of the

users and it differs across different platforms
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t hat are being available on the Internet for

col | aborative use of the Web whether the user is
actually operating under there or an identity or
not .

Do you see the problem of managi ng
identities as sonmething that may have sonme kind of
i mpact on this business and, if so, what kind of
i mpact? Thank you.

MR. CRANE: You, Paul.

--- Laughter

MR. M SENER: ' m happy to |et
someone el se answer that.

Just quickly, it's easier for us
sinply because we are in a buying and selling --
we are in a marketplace environment and so at some
poi nt everybody has to be identified because we
are either getting nmoney or sending nmoney and t hat
requires a nodicum of identification that we can
rely on.

| think it's much tougher for the
busi nesses that are social networking sites where
you can be an i magi nary person, but you can't be

i mgi nary and use a credit card.
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MR. YOUNG. Yes. | tend to agree.

But | think we have to think of
the Internet a little bit the way we think of
Speakers' Corner in London in Hyde Park, is you
can get up and say whatever you want but you are a
real, physical person and if you incite people to
riot the Bobbies can cone along and throw you in
jail. So society has to protect ourselves from
peopl e who m ght otherw se damage our society.

True anonymty, as sone of the
more radical Internet enthusiasts would have you
believe, is probably not healthy, but neither
would it be healthy to provide pure, what,
transparency to who everyone is and what they say
at all times. So, again, this another one of
t hose gnarly problenms that governments around the
world are going to get to westle with as to what
t he correct bal ance is between privacy and
anonymty and accountability, on the other hand.

MR. OXLEY: Did anybody el se want

to talk on that before | conclude or...?
M. Crane.
MR. CRANE: Well, first of all, |
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would like to thank our panel. | think they have
done a superb job, raised a | ot of very
interesting points.

| think com ng out of this,
per haps the overriding message is, of course, that
t echnol ogi cal innovation requires institutional,
| egal and organizational innovation, it doesn't
happen in isolation, and therefore governments and
entrepreneurs need each other and they have to
wor k together. | think that came through.

| think, also, this whole idea on
public policy, where the public policy side plays
in, it's not only in the laws and I nnoCentives
t hat we have governing things |ike privacy and
access, but, in a broader sense, the InnoCentive
systems and our tax policy and matters of that
sort.

| think that Bob nade a very
interesting point that one of the roles of
governnment is there to be the freedom fighter, to
make sure that on these principles which we val ue
in our society of fairness and conpetition and

proper access, and these matters that we sought,
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the

these can only be carried out and the institutions

and laws can only be put in place by smart

governnments to do that. The private sector needs

government to do this well if people are going to

trust the systens that they want to offer for

sal e.

| think the other thing which to

my mnd was very interesting, which came out at

t he begi nni ng and which was addressed by quite

a

few of our panellists, that's this whole idea of

open innovation, the extended enterprise, that

are moving fromone kind of way of doing business

to a totally different way of doing business.

Procter & Ganble was mentioned by

several panellists on the connect and devel op
strategy which they are following. This is an

exanmpl e, actually, Daniel, of an industri al

conpany whi ch has gone the open innovation route.

You mentioned that they tend to have a differe

culture, but there's nothing much nore industrial

t han maki ng soaps and products of this sort.
t hink that was very inportant.

And it is an aspect of

we

nt

So
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gl obalization that's very interesting because open
i nnovation | eads to much greater opportunity for
all kinds of suppliers and people to start

busi nesses and jobs by feeding into these open

net wor ks of design, research, production and so
forth.

The final point is that, with the
web and open innovation, we have the prospect for
accelerating the rate of innovation and bringing
on new things at a much faster pace.

So | would Iike to, on your
behal f, thank all our panellists, | think, for
advanci ng our understandi ng and hel pi ng advance
our thinking on this very inportant subject. And
as a last point, just nention, as | did earlier,
that this is one of the areas of research at the
OECD now, the whole program dealing with
gl obal i zati on and open innovation, and what this
means to the structure of how ideas and innovation
occurs around the world in the years ahead.

So thank you very much.

--- Appl ause
MR. OXLEY: Well, thank you,
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David. And, wow, that was a powerful nmorning.

| stand between you and |unch, so
' m going to be very, very brief.

| BM s going to be speaking in the
mai n hall here at 1:15, so please go grab your
unch and make sure that you have set aside sone
time for that. As well, the demps are in the
back, take some time out there.

We are going to be starting right
away at 1:45, as much as possible, to make sure we
get you out of the food area into the different
rooms. In this room M chael LeBlanc is going to
be | eading a panel on user content creation, and
in the Sussex Room in the back, we are going to
have Governnment 2.0, Governnment 2.0 and -- just
et me get this right here -- Government 4.1, it
went up earlier today, Government 2.0, by Hugh
St evenson.

So thank you, let's go have sone
[ unch.

--- Whereupon the session concluded at 1234
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