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Join us in Edinburgh for our Internet iISIGHT event where we will explore and discuss what
Web 2.0 will mean for your business. This is a CEO invitation only event where you will be
able to share best practise with your industry peers. We will also have prominent speakers
sharing their insights and experiences on how to succeed in the internet arena.

Guest speakers to include Format and Programme
Dominique Vidal Managing Director Yahoo! Europe 1200 1245 Registration and Reception
Brent Hoberman Co-founder and Chief Executive, 1245 14.15 Lunch & Keynote Speaker
Lastminute.com 1415 15.15 Interactive panel session
Wendy Hall Professor of Computer Science at 1515 1530  Coffee/Tea Break
Southampton University, UK 1530 16.30 Roundtable discussions
16.30 17.00 Keynote Speaker
Date: 22nd May 2006 1700 17.15 Summary & Conclusions
Venue: The Balmoral Hotel, Edinburgh, Scotland 19.20 Private guided tour of Edinburgh
20.00 Drinks Reception and dinner at the Witchery

For more information contact tracey.hurst@3i.com
Golf/Whisky opportunity: For those of you who are golf enthusiasts we will
arrange golf at one of the world’s most renowned courses on Sunday 21st May,
this will be on first come, first serve basis. For non golf enthusiasts there will
be a Whisky Distillery Tour, including lunch and whisky tasting.



A New Web of
Opportunity

Since iSIGHT first appeared three years ago, we have used
these pages to air our thoughts and ideas on a variety of
leading edge technology trends, and on the activities and
progress of our portfolio companies in those different
markets. It always makes fascinating reading, because

the technology sectors and the companies 3i invests in
are always great sources of innovation and catalysts for
dramatic change in other business sectors. | believe this
issue of iSIGHT is the most interesting yet, since it is
focused on the next generation world wide web — Web 2.0

In barely a decade, Web 1.0 has already reinvented

centuries old businesses, inspired the creation of
numerous new ones, and penetrated into our homes to become an integral part of both
our private and our working lives. Yet, the World Wide Web is still in its infancy, and is
already being transformed by a new generation of entrepreneurs with new technologies
and fresh ideas.

In this issue, we have focussed on just a handful of the areas where we believe second
generation Web technologies will have a major impact, and where 3i portfolio companies are
making a significant contribution to realising them. In the area of online trading for instance,
we see how software infrastructure providers such as OmPrompt are helping to create a
future built around the real-time creation and execution of new business deals. In the more
rarefied area of Internet gaming, we look at how companies like Finland's Sulake are creating
real revenues from virtual, fantasy worlds, and in our feature Consumer 2.0, we look at

the rising power of the electronic consumer and what businesses must do to succeed in
e-consumer markets.

As ever, there is much more that could have been written about and discussed but for the
constraints of the printed page. However, to hear more about the world of Web 2.0 we hope
you will join us, at next month's www2006 Conference in Edinburgh.

Jo Taylor, head of venture, 3i
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About 3i

3iis a world leader in private equity and venture

capital, investing across Asia, Europe and the US.

Introduct

Our advantage comes from our international
network, market access, sector experience and the
strength and breadth of our relationships in business.

In the technology sector, 3i has invested in over
230 companies, valued at over~T billion, with
communications investments representing 20%.

In 2005, eight 3i venture companies were listed on
four European stock markets, representing 20% of
European venture-backed IPOs.

3i has 16 offices in Europe, two in the US and four
in Asia, where offices in Shanghai and Mumbai
have recently opened. We also have investment
partnerships in Eastern Europe and Israel.

A Web for
+ the Future

The World Wide Web has revolutionised the way we work,
live, learn and communicate, changing society at every level.
Now a new Web is emerging, and a new revolution may
shortly be underway.

The first revolution was ignited by standards that allowed
information to describe how it could be presented exchanged
and repurposed. This created a world of shared information.

Now, a decade later, Tim Berners-Lee has presented his
vision of Web 2.0, the Semantic Web, and researchers

are working on the standards needed to create it. These
standards will enable information to describe its own origin,
scope, purpose, and even meaning. This, perhaps, will create
a world of more intelligent services and content.

As the organiser of the 15th International World Wide Web
Conference I am pleased to be asked by 3i to forward this
edition of iISIGHT. We hope that as we start this new wave

of the web, through communicating broadly about the issues,
we will all have a clearer picture of what the world and its
Web will look like in 2010.

http://www2006.org - WWW2006 will be the meeting
ground for the brightest minds and the broadest thinkers
to set the future direction of the World Wide Web.

Prof. Wendy Hall, University of Southampton

www.3i.com/isight April 2006 iSIGHT
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Feature: An Internet for business

Like so many technology-driven ideas, the early Internet delivered less than it
promised. A business-driven Web 2.0 may do much better.

Feature: Trading at Internet speed

New information standards underpinned by faster, more flexible
infrastructure are set to revolutionise trade in goods and services.

Feature: The rise of the e-consumer

Businesses that treat the Internet as a mass market are in danger of losing
out to competitors who understand individual e-consumers.

Feature: Real profit in a virtual world

The growth of ubiquitous access to broadband and advances in Internet
software are turning fantasy worlds into online markets.

Company profiles:
BlueLithium, DocMorris & Fotolog
Interhyp, Kabira & OmPrompt
Peerflix, Poliris & PriceMinister

Sulake, Trovix & Webpay

Interview: Tim Berners-Lee

With the major WWW2006 conference just around the corner, BCS
managing editor Brian Runciman interviews the inventor of the Web.



An Internet
for business

Like so many technology-driven ideas, the
early Internet delivered less than it promised.
A business-driven Web 2.0 may do much better.

When the World Wide Web exploded on the
scene at the end of the last century it was
followed shortly afterwards by an equally
startling crash. Thousands of speculators
got their fingers burnt and only a handful of
the many companies that blossomed survive
to this day.

This time the rebirth of the Internet is not
being accompanied by the same kind of
hype and hullabaloo but the differences

are not just cosmetic. The first Web bubble
popped because, like most bubbles, it
contained little more than hot air. The initial
wave of speculators had no idea what a Web
economy should look like, but everyone
believed unshakably that this would be the
next big thing. Consequently, ever-
increasing sums of money began to change
hands and the sparks were fanned into
flames. Some great companies like Amazon,
eBay and Google have risen from the ashes
but for most it became too hot to handle.

The truth is that, from a business
perspective, Web 1.0 was not a great
success. Like early version software,

Web 1.0 was riddled with bugs, short on
genuinely useful features, and prone to
frequent crashes. Some of this was the fault
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of early Web service providers, but a lot
of it was simply down to the prevalence
of bad software.

But hype was not the only cause; bandwidth
was also to blame because it was provided
primarily by slow dial-up connections.

As Patrick Sheehan, a lead partner at 3i,
explained, “The infrastructure wasn't there
to give the necessary great user experience
— click and wait is not good enough. But the
main problem was that the whole financial
dynamic behind it made failure inevitable.
It's no different to the boom that surrounded
the railways or the building of canals in
England. People saw a disruptive
communications medium and the stock
market became over-inflated — collapse

was almost inevitable. There were too
many companies that lacked real business
models and, consequently, were not
inherently sustainable.”

The crash of the dot-coms has made the
new generation of Web investors more
cautious. Fortunately technology has moved
on to make the capital outlay required for

a start-up much lower. Although Java 2
Enterprise Edition (J2EE) and Microsoft
.NET are excellent corporate platforms, they

www.3i.com/isight April 2006 iSIGHT
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do not lend themselves readily to the
entrepreneurial climate of Web 2.0. It is
still early days, but the growing support
behind the AJAX development environment
shows that the Web world is starting to
mirror the real business environment.
Bricks and mortar companies are talking
about wanting to be able to concentrate
on their core businesses and not on the
technology infrastructure, so the virtual
companies are crying out for simpler site
development tools to de-skill the process
and lower the initial start-up threshold
and expense.

Alongside AJAX, there is also the
development of RSS feeds and blogs

(Web logs). These are allowing businesses
old and new to enrich the experience for
their customers. RSS allows news and other
information to be freely distributed and
blogs can support dialogues on how services
can be improved. Any company taking
advantage of these channels can
immediately accelerate their customer
service reactivity and modify their delivery
systems in a more agile way.

Writers still tend to speak of Web 2.0 as a
future goal but the truth is that the change
from Web 1.0 to 2.0 is indefinable. The
change is a gradual growth and we are
witnessing this segue from one perception
of Web services to the next. Already
companies are showing what can be done,
and one of the most fruitful areas is the
on-demand services or software as a service
(SaaS) market.

Companies like Salesforce.com, RightNow
and NetSuite are growing reliably from
quarter to quarter by offering pre-purposed
customer relationship management (CRM)
packages over the Internet. This would have
been inconceivable with dial-up but the
growth of broadband has fuelled the
reciprocal growth of this market sector.
Recent moves from Siebel, SAP and Oracle,
the traditional software package dinosaurs
of the CRM world, show that they realise
that they must evolve to embrace this
market if they are also to show stellar
growth themselves.

On-demand services not only offer de-skilling
by giving easier access to complex software
but also fulfil the demand to take the

iSIGHT April 2006 www.3i.com/isight

technology pain away. The software

is hosted remotely at the companies’
datacentres so the IT headaches of
hardware provision and maintenance and
software upgrading are removed from the
customers' domain. This allows NetSuite,
for example, to offer a comprehensive
business bureau service handling financial
management, CRM and Web site creation — a
veritable business environment in cyberspace.

But SaaS is still a “Web 1.5" application.

In many ways it has its roots in application
service provision (ASP), an application
hosting model that was badly discredited by
the failure of so many of its pioneers in the
dot-com crash. The new companies have
built on the harsh lessons from the past and
created services which have an important
attribute sought by all Web 2.0 companies —
stickiness. This means that once a customer
is brought on-board they are likely to stick
there as long as the provider responds
positively to changing and growing demands.

Sheehan believes “stickiness” is one of the
attributes he looks for in a prospective Web
2.0 investment. "A sticky customer base is
something we look for so that once a
customer is using it they are unlikely to go
somewhere else,” he said. “This is usually
an operation where the customer builds up
proprietary data which would not be easy
to move elsewhere.”

He moved on to point out that the investor
community can still fall back on traditional
rules of thumb to test the worthiness of a
potential investment. “It's much easier to
feel comfortable with a business that's
growing very fast. If you can't define growth
in terms of revenue you can define it by the
size of the community it has built,"” he said.

Community is a key word related to the
stickiness concept. The Web means that
a customer can be brought closer to the
company and to other customers in an

assisted and self-help environment — an
online user group. Feeling that they are
a part of some kind of larger movement
will breed loyalty within the community.

Sheehan's requirements go beyond this.
“Clearly we want companies that have
some ongoing durability and this means
they have to see the pace of change as

Ten key differences
between Web 1.0
and Web 2.0

1. Widespread broadband connectivity —
Dial-up is rapidly being replaced
by broadband while GPRS phones
and Wi-Fi hotspots provide faster,
mobile connectivity.

2. Open Standards base — Makes
connectivity between services more
reliable and simpler to build and will
help to ensure best effort security.

3. Friendlier development environments —
New environments like AJAX are
young but hold the promise of being
easier to use. Java J2EE and Microsoft
.NET environments required
substantial programming skills.

4. Less investment required — Open
standards and simpler development
means that companies can be created
without massive investment. More
companies can be incubated to spread
the risk and riskier ventures can be left
to prove themselves before adoption.

5. Wider innovation opportunities —
The de-skilling of the technological
requirements and resulting reduction
in start-up overheads opens the door
to innovation as more people realise
they can take a DIY approach.

6. Change in emphasis — The basis is
shifting to business use rather than
Tim Berners Lee's original research
collaboration goals.

7. Better browsers — Support for new
formats, such as RSS and faster
graphics processors, enriches the
user experience.

8. Device proliferation — Convergence
of mobile phone capabilities and PDA
functionality supports more frequent
use of services on demand.

9. Greater awareness of challenges —
Service providers outage problems and
natural disasters like the New Orleans
floods have raised awareness of the
need for redundancy and resilience.

10. Lessons from history — The maturity
of the developing commercial Web
has refined how services are developing
built on the successes and failures
of the past.
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ﬁ ﬁ It's much easier to feel comfortable with a business that's growing

very fast. If you can’t define growth in terms of revenue you can

define it by the size of the community it has built. Ppatrick Sheehan, 3i

a challenge as well as an opportunity,”

he explained. “We always like to back
exceptional and creative connoisseurs —
ideally people who can demonstrate that
they have a track record. The sort of
company where increasing size creates

a competitive advantage is generally more
interesting. It's very nice to have companies
that really understand their business metrics
and have a discernable business plan but
the concept has to be intrinsically simple
and easily explained. If it's hard to explain
then there's probably going to be problems."

The recent acquisition of MySpace by
News Corporation, owner of The Sun and
The Times newspapers, is a good example
of what established companies are looking
for. MySpace is a community of people who
want to create a combination of small Web
sites describing themselves, with tools such
as blogs that allow them to share their
views, aspirations and worries with fellow
MySpacers. With these and other features,
such as intra-community messaging, they
can invite friends to share their space and
create their own site to form a chain of
friends of friends into a larger community.

News Corporation intends to use this
to develop social networking sites linked
to their newspapers. Initially this will be

the MySun readers network because the
demographics, partially based on the
existing MySpace user profiles, imply that
these readers are more likely to embrace
the concept than readers of The Times

or The Sunday Times.

Within the 3i sphere, companies that
Sheehan is happy to recommend include
Sulake, PriceMinister, Fotolog and Poliris.

Sulake, a Finnish online gaming company,
takes the concept of multi-user gaming to
a new dimension - replacing conventional
fantasy gaming with a more realistic,
socially-oriented virtual world. Here, the
object is not to destroy imaginary enemies,
but to make new friends around the hotel
pool or just wander through the landscape
to meet new people and become acquainted.
It is an approach that adds a club-like
element to online game-playing — one that,
Sulake hopes, will appeal to a larger, and
more committed customer base.

PriceMinister is a French online
marketplace which offers a trusted third
party service for payments and provides
buyers with purchase warranties. It has over
3 million registered users offering over 15
million items for sale. Currently there are
over 10,000 sales per day.

Another French company, Poliris, is leading
the way as a publisher of online real estate
listings in Europe. Estate agents pay a
monthly subscription fee to post their
listings on one of Poliris's two web sites
and the company is now looking to expand
its business beyond the four million French
visitors the sites entertain each month.

New York-based Fotolog is an internet
portal with over a million users creating
their own online photo journals that can
be shared with anyone around the world.

Sheehan concluded with both encouragement
and caution: “Today, the Internet is a large
and rapidly-growing industry whereas first
time round it was much more speculative.
There are plenty of promising opportunities
for investors but it's still developing and
many small bubbles may grow and burst.
Caution, built on the lessons of the past,

and low investment requirements will
ensure that these have minimal effect.”

Contact

Article by: Eric Doyle
Email: iSIGHT@3i.com

www.3i.com/isight April 2006 iSIGHT
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Trading at

Internet-speed

New information standards underpinned by faster,
more flexible infrastructure is set to revolutionise
trade in goods and services

The dot-com bubble has burst, but the ideas
have lived on. Now, with improved business
models and better technology, the Internet
trading revolution is ready to begin again
and this time there may be no stopping it.

Of the survivors of the Web 1.0 revolution,
companies that use the Internet for trade
with consumers were the most obvious
winners. Amazon, eBay, Apple and Dell
among others have all managed to turn the
Web into a powerful sales channel, with
Amazon alone doing $8.49 billion of trade
via the web last year. But as well as being
a way of selling their own goods, Amazon
and eBay's web sites allow partner
companies to sell their own goods.

Amazon's zShops, for instance, complement
Amazon's own range with products that
Amazon doesn't sell. They can also sell
competing items, and if they make the sale,
Amazon still takes a percentage, making

it a win-win situation. The zShops get
access to Amazon's customers, the trust
that Amazon has built up with those
customers and Amazon's payments and
sales infrastructure. For small companies
that don't have the marketing budgets to
create a successful online brands or the
infrastructure necessary for online trading,
it's a way to piggyback on Amazon's
investment to create their own e-presence.

With brand awareness a major factor in
online shopping, it's no surprise that small
companies are gathering together to create
similar online “shopping centres” in other

www.3i.com/isight

markets which don't yet have an Amazon
or an eBay. Many collaborate to create
portals that can be used to advertise their
goods, with only a few of these portals
having the infrastructure necessary to sell
goods. However, this needn't be an
obstacle, using web services, a standardised
interface for transferring information over
the web. It's now possible to chain together
third-party services such as Webpay's credit
card processing facilities using web services
and other standard Internet technologies

to create all the necessary infrastructure.

Primelocation is a UK portal for house-
buying. Formed in 1999 by a group of
estate agents, Primelocation allows
participating companies to post details
about their properties online. Potential
purchasers can then click through to the
individual estate agents' web sites for
further information.

So far, 4,000 offices have signed up for the
site, which derives its income from both
advertising and subscriptions. At the
moment, though, the site is purely a portal
and sells no properties itself. But, says chief
executive Jan Springett, the portal generates
a large number of click throughs for the
offices’ own sites.

In common with Amazon, Primelocation is
not fully automated for all the processes
involved in dealing with suppliers, with
much collaboration coming through manual
entry. But in other markets, automated
collaboration is much further advanced.

In the UK, life assurance and pensions
brokers are already using the Internet

to interface their systems during sales
processes to request and provide information
about the various parts of the total package
customers require. Origo, which worked
with many of the companies involved to
create a workable messaging standard for
the process, is now working on a similar
standard for mortgages.

Explains MD Paul Petitt, “There are a number
of interfaces that need to be supported: calls
to extranets, products sourcing systems, credit
reference agencies, money laundering checks,
life assurance applications... At the moment,
there's not much integration.” Using the
knowledge and systems created for the life
assurance and pensions industry, Origo aims
to devise a single XML standard that will
allows these processes to happen without
human intervention.

It's this lack of a simple yet flexible single
standard that has stalled many previous
efforts at automated collaboration. The
long-established yet under-used EDI
collaboration system was both expensive

to implement and too limited and inflexible
to react to a rapidly changing marketplace.
B2B marketplace vendors such as
Commerce One and Ariba failed to achieve
anywhere near their original promise
because they each had their own proprietary
interfaces that forced suppliers to work

on the company's terms, rather than the
suppliers’ terms.



The recent emergence of web services
and XML for messages has provided

a "standardised” system of sorts for
collaborating companies. But XML's
flexibility means that there are now many
different ways of defining data — even
within the same company data may be
described differently by different systems.
Oasis, RosettaNet and other competing
standards bodies have devised BPXML,
ebXML and other mark-ups for business
data that are both incompatible and
complicated, which has led many
companies to use their own cut-down
versions of the standards when dealing
with known suppliers.

Yet this prescriptive state of affairs — where

one company or group of companies
dictates how a new company should interact

with it — is still an obstacle to collaboration,
as IT systems need to be reconfigured to
output messages in particular ways. A new
breed of IT suppliers is working on this
problem, however. Magenta Technologies
has developed analysis software that learns
using neural networking algorithms how
messages are composed. Users provide the
software with examples of the messages
they send and receive and the software
adapts, translating the messages so they
can be used by other systems without the
need for reconfiguration of any software.

OmPrompt has similar technology but
provides it as a service — a new business
model for the Internet age (see box, "ASP
lives on as SaaS") — and across a wide range
of messaging formats, including EDI, fax,
voice and email. The company says that it
takes just a day of analysis to accept a new
format into the system, compared to the 90
days typical of many message-analysis
exercises. "It allows you to build rapidly,”
says president and CEO Brian Bolam.

“It makes you independent from any one
supplier and you can change very rapidly.
It's non-invasive, technology agnostic and

future proof - if you change the message
format, it learns and adapts.”

But for truly automated collaboration,
simple message exchange is not enough:
there also needs to be a way for events
to occur automatically in response to
messages. This is the domain of business
process management, an enterprise
infrastructure technology which last year
was among the fastest growing sectors of
the software industry.

The urgent corporate interest in BPM is
understandable. Ultimately, pioneering BPM
platform vendors such as MetaStorm and
BEA promise to harness standard languages
such as BPEL, JBIL and UML, in such a way
that business decision making itself can be
automated — allowing companies to truly
compete at “Internet speed.”

However, truly automated collaboration that
requires no human intervention may well
be some way off. There will always be
exceptions that a human being needs to
make decisions about. BEA, which recently
bought workflow management company
Fuego certainly believes so. Martin
Perceval, senior European technology
evangelist at BEA, says “There are some
things that can't be made better by using

a computer. There's always going to be
someone who needs to say yes or no."”

The issue of trust is still high on most
companies’ agendas when selecting new
partners for collaboration. “There's a

world of a difference between calling on

a company for a computing service versus
calling on them to turn up with a truck full of
parts for your supply chain,” argues Perceval.

Wariness of unknown potential business
partners stalled the adoption of UDDI
repositories for partner discovery when
Web services became a hot technology
several years ago, and was also one of the
factors in the initial failure of the ASP
business model. It's likely to remain a major
inhibitor to many new Internet business
models as well.

While companies are developing new
business models for the Internet age, some
of the obstacles to automated collaboration
are still present. New technology and
standards are removing them and making
the majority of business processes
automatable. But the human factor — and
distrust — are still going to be elements in
any business model for some time to come.

One of the most notorious business models

of the dot-com boom was the application
service provider (ASP) model. This asked
companies to hand over management of
their own in-house applications to a third-
party who would host the application and
deliver it to the companies over the
Internet. In return, the new hosts would
charge for usage, either via subscription

or “per click”. Theoretically, this meant
ASPs' customers wouldn't need to have
the infrastructure or expertise to run their
applications and could benefit from a
reduced expenditure on licences as well.
In practice, the pricing models weren't
flexible enough, reliability wasn't high,
few companies wanted to be early adopters
and many were resistant to the idea of
trusting an external company with mission-
critical applications and enterprise data.

Most of the famous ASPs disappeared,
but many never went away. A whole
new generation of providers is emerging,
including Salesforce.com and even
Microsoft with its Office Live service.
This time they're calling it Software

as a Service (SaaS).

The main difference between ASPs and
Saas is six years of experience for provider
and customer alike: CIOs are more willing
to outsource IT functions and application
hosting is now considered a mature
technology in most cases; providers have
improved their charging models and
addressed concerns over security and
reliability. Adoption is still slow, but the
ASPs look set to stay this time.

www.3i.com/isight iSIGHT
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Businesses that treat the Internet as a mass market are

in danger of losing out to competitors who understand

individual e-consumers.

In the beginning, before the dot-com bust, many e-commerce
< S -

= &
“ In this emerging era of Web 2.0, successful e—;odl‘m_er op
to millions, they are inviting millions of irﬂv“ﬁ o bu
WL 1508

The evidence for this new “democratic”
approach to the e-consumer is demonstrated
by the success of today's fastest growing
consumer Web services. Sites such as
MySpace, Flickr, YouTube and the
phenomenally popular blogs that have
mushroomed around the Internet, are as far
removed from first generation"broadcast”
Web sites as it is possible to be. Their
success is not founded on the appeal of
expensively acquired and tightly controlled
collections of “content”, or even the power
of traditional consumer brands. Instead,
they have thrived by empowering
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consumers to create their own content, and
to define how, where, and within whom
they wish to share it.

In the world of Web 2.0 it is the consumer,
and not content, that it threatening to be
King. This revolution — if that is what it truly
turns out to be — is still in its infancy, but
already there are signs that the
supplier/consumer balance of power is
shifting toward the latter. Certainly, there is
enough evidence of a power shift for some
Web 1.0 giants to begin taking today's new
“social media" seriously enough to pay

ow better: today, instead of building an indivi!ual service that appeals

significant sums to acquire them. Yahoo was
one of the first to do so when it paid an
undisclosed multi-million dollar sum for the
Flickr photo-sharing service in May last
year. This was just one of the first in a series
of investments in “social media"” sites by
multi-billion dollar media giants, including
the more recent $580 million acquisition of
the MySpace.com “youth community”
business by none other than Rupert
Murdoch's News Corp.

Shortly after closing the deal, the archetypal
media mogul admitted that the MySpace



acquisition is part of sea-change in

the relationship between business and
consumers. There is no longer room “for

a God-like figure from above to tell them
[young people] what's important. They want
control over their media, instead of being
controlled by it,"” he said.

Murdoch was commenting about the impact
that sites like MySpace, and phenomena of
blogging are having on the news business,
but that is far from being the only business
sector faced by the new e-consumer
challenge. Indeed, virtually any consumer
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We are likely to see the online

equivalent of gated communities

emerge, where consumers take

power into their own hands.

Jaap Favier, Forrester Research

venture with a Web dimension is under
pressure to respond, and some are doing so
more whole-heartedly than others.

In the wider world of media for instance, the
BBC is among those major players who seem
prepared to accept that the massive broadcast
audiences of yesteryear cannot be guaranteed
in the future. Auntie, as it is affectionately
known in the UK, is responding by working
with Apple and Microsoft to develop
technologies better suited to the dynamic of
Web 2.0: smaller, more focused sites and
services featuring rich media content.

Others, though, remain ambivalent. One
Hollywood studio recently set up a blog for
film fans, but ruthlessly censored the
postings so that only favourable messages
appeared online. Such approaches are
unlikely to be a commercial success: the
public will see through the spin. Instead,
businesses have to respond in the spirit of
Web 2.0: that means respond in kind.

“Really smart companies leave the negative
comments in the blog and then comment on
them in turn,” says Jaap Favier, an industry
analyst at Forrester Research. "If the

www.3i.com/isight iSIGHT
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consumer makes the effort to tell you that
they don't like something (about your
product) it means that it is important to
them. After all, most people don't bother.”

Smart companies understand this. Web 2.0
is set to change the way consumers interact
with each other, with businesses and with
the public sector in a number of ways. It is
no longer enough for businesses to take a
“top down" approach to dealing with their
customers or other stakeholders. Instead
they need to be willing to listen and act on
customer feedback.

This is likely to mean not just being more
responsive, but being willing to create
products and services that meet the needs of
specific communities, subgroups and niches.

“We are likely to see the online equivalent of
gated communities emerge, where
consumers take power into their own hands,"
says Forrester's Favier. “Communities might
establish their own web sites, and companies
will be able to come to those sites, but only if
they are prepared to live by that community's
rules. You might have communities or
individuals that are very strict with their
norms and values. They will only invite in
companies that respect that. In five years'
time, we will see many more such
communities taking control on the Internet.”

Such groups could be geographically-based,
grouped around local communities, or
driven by a set of shared social values.
Favier predicts that groups geared to the
needs of the gay community, or motivated
by concerns for environmental issues, will
be among the first to emerge.

But other groups might also emerge,
motivated by simpler shared interests such
as sports or pastimes. Some of the fastest-
growing Web 2.0 sites and services, such as
MySpace, are based around demographics.

The proliferation of youth and teen-
oriented sites shows not just that the
younger age groups are quick to embrace
emerging technologies, but that they are
rather under served by the current
generation of online services. This subset
of the market has also been quick to
embrace mobile blogging, photo and file
sharing services; it would be wrong to
assume that Web 2.0 will be tied to a
conventional PC or even TV screen.

“You can download a file to a mobile phone
and then transfer it to a computer, or push
the file out to a private WAP [mobile
Internet] site so others can download it over
the air,” says Roberto Bonanzinga, consultant
to a number of Web 2.0 ventures including
the mobile content service Mobango. “We
are seeing a real convergence between fixed
and mobile networks."

www.3i.com/isight

Together, the camera phone and blogging
software are probably doing more than any
technology since the early days of desktop
publishing software or the Internet to
democratise the media industry. But it is not
just broadcasters or media outlets that need to
adapt to change. Businesses outside the media
can benefit from — but could also be damaged
by - the proliferation of niche web sites.

The growth of online discussion forums,
covering anything from celebrities to the
deep technicalities of computer networking,
make it hard for businesses to control public
opinion. With the growth of micro-commerce
sites such as eBay, it is also becoming
harder for businesses to control who is
selling their products.

Companies need to embrace the idea

of targeting niche groups, using viral
marketing and word of mouth, as well as
specialised web sites, to drum up interest.
Some businesses are doing this very well,
and successful examples are not restricted
to the business to consumer market.

Few companies are more focused on
business to business sales than the aviation
giant Boeing, for example. But the company
set up a web site and email newsletter for
its upcoming mid-range passenger jet, the
787 "Dreamliner”.

The site, Newairplane.com, recruited
members of the public to Boeing's World
Design Team, and offered exclusive
previews to members at key stages of the
plane’s development, as well as online chats
with Boeing officials. The site contains key
information for airline officials — Boeing's
market — but also appeals to frequent
travellers, aviation enthusiasts and even
children. The result created a buzz around
the aircraft even though it is still several
years from its first commercial flight.

“Some organisations are starting to realise
what is possible,” says Steve Prentice, at
analysts Gartner. “The majority of large
organisations are still struggling to take

advantage of Web 1.0.

“They have not really got their head
around the change, and the interactive
model, and the sort of things people will be
able to do. Enterprises are struggling to
find ways to respond. Most of what is being
done, is being done by end users. There are
all these things the end user can do, but as
soon as they try to interact with a large
company, it is like going back to the dark
ages,” he says.

But the challenge Web 2.0 presents to
businesses is not just a creative one. Blogs
and highly personalised sites might be fun,
but they do not scale up to meet the needs
of large organisations.

Security and
privacy

If there is a sting in the tail of Web 2

it is around security and privacy.
Consumers are increasingly aware of
the dangers of identity theft, spam and
phishing (where a spammer solicits
personal information using a falsified
email, typically appearing to come
from a bank).

Consumers face two problems in the
interactive environment of Web 2.0.
The first is that the more they transact
online, the more fraudsters are likely
to target the Net, either by attacking
commercial sites or trying to spy on
users' computers. The second is that
most web services, outside the fields
of Government and banking, cannot
afford to invest in strong security and
authentication measures. As a result,
a criminal could quickly build up a
picture of an individual's life on line
by discovering a few simple user
names and passwords.

The answer might lie in some form of
federated identity management, where
users' identities are verified by a third
party, or through aggregation, where
users access services through a single
portal that has the resources to use
strong authentication and identity
management, possibly using smart
cards, tokens or biometric ID.

“Consumers might well have 10 to 20
online accounts, says John Worrall,
global head of marketing at security
specialists RSA. "If you have multiple
accounts, how do you protect them.
One way is to link these identities

to a primary account with strong
authentication; the second is to federate
the credentials, so you can use a single
token for authentication, but with
different user names and passwords."

From a technical point of view, this

is possible today. The challenge for

the e-commerce industry is to agree

on a commercial form of federated
identity management, rather than each
company building its own solutions

- or worse still, relying on weak identity
and security. Such co-ordination will not
be easy, but if it is not done, security
concerns will remain a limit on the
value of online, consumer transactions.




Blogs in particular succeed or fail because
of the enthusiasm of the writer. Few
companies outside the media can devote
as much time and resources to creating
online content than an enthusiastic
individual, let alone checking and editing
external contributions.

And when it comes to content and
especially, service-driven web sites,
companies are finding that Web 2.0 is
changing the fundamental bargain struck
between a consumer and a business.

To create effective and personalised sites,
companies need to gather personal
information. But this is information many
consumers are wary of sharing. Citizens
might be willing to give highly personal
information to a health provider because
the pay back, in terms of better care, is
obvious. But consumers will be far less
comfortable sharing sensitive data with

a book store, supermarket or even a local
government department.

“The more that we do online, the more
sophisticated all the web sites are in terms
of determining what motivates our buying
patterns,” says Garter's Prentice. “That
poses some quite challenging and troubling
questions about who holds what information
about me."

Web sites and services are gathering an
ever-wider range of personal information
from their users, for personalisation and for
e-commerce or statistical purposes. Some
of this is information users knowingly give
to the site operator, but much of it is
detailed information built up from
transaction records.

But as more personal information is
held online, so the repositories of such
information become more attractive to
cyber-criminals and fraudsters. It is not
just the systems of the online services
themselves that are under threat.

A consumer's own PC becomes a rich target,
if a hacker can harvest identity information
and then take over the user's persona
online. This is leading some observers of the
Internet to suggest that a consumer version
of Web 2.0 will only really flourish alongside
far stronger measures to protect identity and
security (see box: security online.).

The proliferation of online services —
commercial, social and from government —
also poses some practical questions

for consumers.

Web sites that rely on personalisation to

be effective need users to sign on with a
unique identity. Consumers face a growing
burden from the need to manage a plethora
of log on and password details, with sites

The majority of large organisations
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requiring differing levels of security
and authentication.

As individuals sign up with more services
across more sites, each with quite different
requirements for security and identification,
it becomes harder for consumers to keep
control of their identities.

Moves towards biometrically-backed
identity documents are afoot in
some countries, but in others, these
remain controversial.

National ID cards might be acceptable in
much of Europe, but such measures remain
an anathema to many in the United States.
Attempts by banks and service providers to
introduce strong authentication and identity
management are being hampered by a lack
of standards. And many of the standard
identity documents — passport, driver's
licence, National Insurance number or bank
card — are not available to the fast-growing
teenage market.

One answer might be for portals to provide
a way for consumers to manage their
relationships with multiple services.

The notion of relying on a portal to provide
services might seem to go against the

idea of Web 2.0, but portals have started

to embrace the type of grass-roots
technologies that make Web 2.0 appeal
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to customers, whilst providing convenience
and the security of dealing with a known
brand. Yahoo!, for example, recently bought
Flickr and MySpace is now owned by

News International.

Services such as Yahoo! or Google could
ride the Web 2.0 wave by creating or
facilitating sites and services dedicated

to specific communities, with rules set

by the community and the portal providing
the technical services, such as account
management, suggests Forrester's Favier.
So an environmental group could turn

to Yahoo! to run a Yahoo! Green portal

on its behalf.

“Microsoft did try [to create a single online
identity] with Passport but nobody was
interested,"” says Favier. “But once you get
to the point of Yahoo! Green managing a
closed community, its members will have
to give their details to Yahoo, that would
be part of the deal.” If portal sites can
provide convenience to consumers without
appearing monolithic, then they will play a
critical part in the development of Web 2.0.
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Real profit in a virtual world
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Real profit in
a virtual world

The growth of ubiquitous access to broadband and
advances in Internet software are turning fantasy

Massively multiplayer gaming services (MMGS) and other online games are fast becoming

a part of many people’s leisure time. World of Warcraft, the most popular, has an estimated

3.5 million players paying nearly $15 per month each just in subscription fees. Other games

are garnering less but equally impressive interest. While earlier games were content merely

to let players fight and talk with each other, the latest generation allows for more varied

behaviour, including trade.

e
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Where there's trade, there's economics

and these games are already creating a
new branch of academic study called
‘virtual economics’. As well as its own
internal laws that differ wildly from real-
word economics, virtual economics has
many effects that can be measured in the
real world. Some players are able to
generate enough real-world revenue
through their online interactions that they
can work exclusively in these virtual worlds.
And a whole range of ancillary industries
are starting to grow up around online games
as well, with many generating significant
real-world revenue.

MMGS started life in the 1970s and '80s

as MUDs (multi-user dungeons): role-
playing games that allowed players to act
out fantastic adventures in virtual worlds.
The degree of interaction was limited by
both technology and bandwidth, with most
MUDs played using text-based terminal
emulators that connected to university
computing systems. The spread of the
Internet from academia and government

to consumers during the 90s gave far
greater numbers of people access to these
games. The advent of unmetered, uncapped
affordable consumer broadband allowed
the potential audience to increase even
further, with the Far East and its more
advanced networking infrastructures
making it the first region to really embrace
online gaming. In particular, the low latency
and speed of broadband allowed games

worlds into online markets.

to provide an unprecedented degree of
interaction with relatively high quality
graphics that the improved hardware

of personal computers has been able to
offer. But it's the playability of the games
that ultimately has been responsible

for their success.

It isn't just fantasy games that are
generating profits for online entertainment
operators. Online gambling is already huge
business, and operators such as Pacific
Poker have profited by providing the
vicarious thrills “all-in" betting to consumers
who would never dream of going near a
casino. Some 2000 sites offer such services
and are set to bring in $14.5 billion in
revenue in 2006, mostly from US players.

Gambling has always been big business,
and its evolution into an online mega-
industry is no surprise. The evolution of
MUDs into giant MMGSs such as World
of Warcraft and Everquest was less
predictable, but the monthly subscription
business models that most operators have
adopted are far from revolutionary.
However, more recently, online virtual
worlds have emerged whose business
models are innovative enough to directly
exploit the imaginations of their inhabitants.

Habbo Hotel, from Finnish company Sulake,
is a new kind of social synthetic world (SSW),
inhabited by players (usually teenagers) who
are not pretending to be someone or
something else, but who are controlling
virtual representations of themselves. Entry
to the hotel is free, and requires no special
software. But once the guests have arrived,
Sulake encourages them to party.

To party in Habbo Hotel requires access to
goods and services that must be purchased
using ‘Habbo coins’ — a virtual currency
acquired via credit card or SMS message.
Thanks to this virtual economic model and
the creative talents of its programmers,
Sulake currently attracts around 4.4 million



unique users to Habbo Hotel each month.
Last year those visitors partied hard enough
to push Sulake's annual revenue to~15
million in 2005, placing it eighth on the
Deloitte Technology Fast 500 EMEA list
fastest growing companies.

World's like Habbo Hotel demonstrate how
vibrant virtual economies can be, and not
merely within their own domain. Perhaps
the most startling aspect of the MMGS
phenomena has been their ability to
generate revenues for their operators, and
others in the real-world.

The real-world trade in-game items, such
as swords, gold, potions, or even whole
characters, is flourishing in online
marketplaces such as eBay. In 2004,
Edward Castronova, associate professor

of telecommunications at Indiana University
Bloomington, calculated the GNP per capita
of EverQuest as $2,000, comparable to that
of Namibia, and far higher than that of India
or China. In fact, by ‘'working’ in the game
to generate virtual wealth and then selling
the results for real money, it is possible to
generate about $3.50 per hour. Companies

Are virtual economies the
same as real economies?

Virtual economies have significant
differences with real economies.
For example,

1) Economics argues that no wise
government will try to control prices.
In a virtual economy, however, the
government can effortlessly peg many
prices at any value. Since the goods
are digital, they can be created and
destroyed without cost. Hence price
ceilings create no excess demand, and
price floors no excess supply. It may
make sense to control some prices.

Economics assumes that work causes
disutility. In a virtual economy,
however, it is lack of work that causes
disutility. Regardless of earnings and
loot rates, people who play games
must have something to do or they
will be bored. If a game structure
limits their ability to be meaningfully
engaged in some mission, quest,

or activity, they will be unhappy.

Economics believes that economic
growth is always good. In a virtual
economy, however, increases in
per-capita wealth — which make it
easier to accomplish various quests
and missions — will lower the challenge
level of the game, potentially making
it a less interesting puzzle.

in China pay thousands of people, known as
“farmers”, to play MMGS all day, and then
profit from selling the in-game goods they
generate to other players for real money.

Land and other in-game property has been
sold for huge sums: one Project Entropia
player paid $26,500 for an island in the
game's virtual world in 2004, and has
already made his money back by selling
hunting and mining rights to other players.
Trade in virtual items is now worth more
than $100 million each year.

But businesses can make money through
other means as well. Linden Lab's Second
Life, another SSW, was designed almost from
the beginning to have its own economy. It
offers the most examples of profit opportunities
from virtual realities. In the game, much as
with other games, players can perform
informal transactions or set up shops that can
sell both goods and services using “Linden
Dollars”. But unlike many other games’
currencies, Linden Dollars are convertible

to US Dollars (and vice versa) at various
“Currency Exchanges” and “ATMs" within
the game as well as through third-party web
sites. This makes it far easier for individuals
and companies to translate game success into
real-world profit. In fact, this year is likely to
see between $50 million and $100 million of
transactions take place using Linden Dollars.

Many of the services in Second Life are
game-specific, but not all. Second Life
requires no monthly subscription fee for the
basic service, but if users want to set up
shop they have to pay ‘land-maintenance’
charges to Linden Lab — one of the main
sources of income for the privately owned
company. In turn, those ‘land owners' can
charge rent to other players who want to
use part of their property.

However, some services are peculiar to the
game itself, ‘avatar’ design being one of the
most popular: in graphics-intensive games,
each player's online persona or avatar is
very much a representative of that player
and many gamers spend considerable time
on enhancing the look of their characters.
Good avatar designers can therefore garner
considerable custom and real-world profit
through their work and it's now almost
impossible for a Second Life player to play
the game without coming across virtual
clothes designers, “hairdressers” and similar
boutiques either in the “Marketplace” or
throughout the game's landscape.

Says one such developer, ‘Munchflower
Zaius', "I began selling avatar skins to
make extra money and it's become my sole
income - and now, it's more than enough
money to support me and my two kids."

Surprisingly, however, some companies are
also offering their Second Life services to

corporations as well as consumers. Rivers
Run Red, a UK company, became the
world's first design and brand agency to
establish a virtual presence. It now uses
Second Life for content testing: CEO Justin
Bovington, uploads products (usually
clothes) into stores in Second Life, and then
monitors how people buy, accessorise and
use them. He occasionally organises in-
game focus groups around the designs,
and claims that the reactions he gets from
Second Life players are as useful as those
for which he pays regular focus groups
$30,000. The core attraction is instant
market feedback at any time.

Bovington is also taking his company into
the business of managing access for clients.
Rivers has just opened a Second Life

store for Mrs. Jones, a designer who is
interested in testing prospective designs

by uploading them into her own virtual
store and seeing how they sell. “I'm as
excited about synthetic worlds as I was
about the Internet,” Bovington says.

Linden Lab also gives other companies

the opportunity to partner with it so they
can present simulations of their real-world
content and applications to players. The
Electric Sheep Company puts together
custom games for organisations that want
to use Second Life for training and education.
It now runs SLBoutique, an ecommerce site
that sells the now-traditional avatar
customisations, but more novelly also sells
real-world computer hardware for Linden
Dollars. And it has helped host “mixed
reality” events: simultaneous real-world
and online events where players can log
on to meet online attendees.

It's likely that opportunities for real-world
profit from gaming is going to increase.
This may be through the use of traditional
business models adapted to the online
world, with Phillip Torrone, associate editor
of MAKE magazine, predicting that real-
world credit cards will soon come
personalised with owners' online avatars
and with Linden Dollars and other online
currencies in place of loyalty schemes.

However, with all the main games console
manufacturers offering Internet connectivity
in their devices, online gaming is set to
become a mainstream gaming activity. With
that, virtual worlds are set only to become
greater and more complex sources of
income for real-world companies, whether
they make the game or simply use it as a
new venue for their services.
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BlueLithium

Online ad management

BlueLithium is an online advertising
network that uses software-driven
processes to dynamically deliver
advertisers' online media to the web sites
of publishers with the most relevant and
responsive audience.

Since launching in January 2004,
BlueLithium has added more than 1,000
web sites to its network, and currently
generates around 6 billion page impressions
per month, reaching more than 100 million
unique users worldwide. BlueLithium was
named one of the Top100 private US
companies in 2005 by Always On.

DocMorris

BlueLithium's advertising campaign
management service is based on its
AdRevolver engine, which automatically
feeds advertisements to selected web sites,
and AdVelocity technology, which uses

14 different performance criteria to
dynamically add, delete, and switch
advertisements across different web sites
according to the volume and relevance of
the response they generate.

As well as advertisement management
services, BlueLithium provides advertising
agencies, direct marketers and major
corporate advertisers with more automated

Company details

CEO: Gurbaksh Chahal

www.bluelithium.com

Address: 2880 Stevens Creek Blvd, 3rd floor,
San Jose, CA 95128, USA

Tel: +1 408 538 1200

direct response, branding, lead generation
and search marketing services. These
include its AdPath behavioural targeting
service, AdMetro local marketing solution,
and BrandPlex streaming video solution.
BlueLithium is headquartered in San Jose,
California, and has received venture capital
backing from 3i and Walden VC.

Internet pharmacy

DocMorris is Europe's first mail order
pharmacy and supplies original branded
medicines at affordable prices via home
delivery across the continent. Although
it was set up in the Netherlands, the
company's primary market is Germany —
where it has been integrated into the
German healthcare system.

The company has over 700,000 customers,
who are able to order over-the-counter and
prescription drugs via the telephone,
Internet, fax and mail. More than half of
the company's customers are aged 50 or
over. Most are considered chronic patients

Fotolog

and the majority live in metropolitan areas.

The service is aimed at those patients who
have long-term healthcare needs and who
can plan their purchases in advance. The
type of patients that DocMorris supplies
include stroke or heart attack patients,
those with rheumatism, diabetes, as well
as asthma.

DocMorris is planning further expansion
and therefore has installed the new
business solution "Axapta". The new
system will allow faster and better order
processing and will contribute to further
growth. In addition to this, DocMorris will

Company details

Company: DocMorris.com
CEO: Ralf D inghaus

www.docmorris.com

Address: 0800DocMorris,
N.V. Voskuilenweg 127,
6416 AJ, Heerlen, Netherlands

Tel: +31 458 504 110

shortly relaunch its web site. The relaunch
focuses especially on the consumer needs
of the elder target group.

Sharing photos

Fotolog is an online community that lets
members easily publish daily photo
journals, or photo blogs, and share them
with a worldwide audience.

Launched in May 2002, Fotolog has grown
from a small community project of 200
friends sharing their photos into a global
cultural phenomenon where nearly

3 million members have shared over

94 million photos.

Every day, members post more than 300,000
photos and 3 million messages, making
Fotolog a rich environment for exploring the

world through photos. One of the web's
fastest-growing sites, Fotolog boasts more
than 1.2 billion page views per month.

What makes Fotolog different from other
photo sharing sites is not just the ability
to post photos, but the ease with which
members can communicate and connect
with other people.

“Photo blogging has caught on across

all languages and age groups because
it's a lot easier for most people to post

a cool photo than to write something
interesting every day,” says Adam Seifer,

Company details

Company: Fotolog
CEO: Adam Seifer

www.fotolog.com

Address: 101 Fifth Avenue #9R,
NY 10011, USA

Tel: +1 212 620 6001

co-founder and CEO of Fotolog.

Fotolog, Inc. is a privately held company
backed by 3i, BV Capital, and several
individual angel investors. Fotolog
headquarters are in New York City.
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Interhyp

Cheaper mortgages faster

Interhyp is a German mortgage broker that
has leveraged technology and the Internet
to rapidly grow its market share.

The company provides personal advice
through more than 150 specialized
mortgage consultants, and is able to offer
customers access to the most important
mortgage lenders, with which the company
has negotiated attractive terms. Its highly
awarded web site www.interhyp.de is the
company's customer front-end and its main
lead generator.

Using its proprietary software, eHYP,
Interhyp is able to match the application

Kabira

data from prospective borrowers with
the lending guidelines of over 40
lenders and calculate rapidly which type
of mortgage best meets customers'
individual requirements.

Customers thus receive significantly lower
interest rates than those offered by their
banks' branch offices, while lenders who
collaborate with Interhyp can increase their
new mortgage business. It is also fast and
efficient: requests for loans submitted by
Interhyp have already been checked against
the company's credit guidelines and are
accompanied by the documents required for
the final loan decision.

Internet service management

Kabira specialises in enterprise application
integration technologies.

Formerly known as ObjectSwitch, Kabira
develops switching software that integrates
and manages services offered over the
Internet, telecoms, and broadband networks
for such clients as Alcatel, E*TRADE,
Ericsson, and Lucent Technologies.

Kabira provides software services and
solutions to more than 70 customers from
Europe, North America, the Middle East
and Asia. Kabira focusses on reliable,
revenue-generating real-time services that
support 100s of millions of end-users in a

OmPrompt

EDI reborn

OmPrompt, a UK based technology start-up
company, was set up to solve one of the
apparently intractable and pervasive
problems of electronic business — how to
quickly and cost effectively exchange
electronic documents.

Electronic Data Interchange (EDI) services
can solve this problem, but set-up is lengthy
and expensive; new web-based standards
and methods are too low level to solve

the problem.

OmPrompt has a truly disruptive solution
which it believes represents “The Re-Birth

device- and technology-independent world.
Customers use Kabira's products for

tasks such as provisioning, account
activation, enterprise application
integration, and messaging. Kabira also
offers consulting, implementation, and
support services.

"As providers of financial and
telecommunications services move to 'real-
time everything', they hit a wall — their
systems and software are not fast enough,
robust enough or flexible enough to keep
up with customers. Kabira breaks down the
wall with the world's fastest switching
software for zero-latency business

of EDI". It offers simple, fast and low-cost
electronic trading regardless of format,
protocol or communications device, using
a hosted message integration service.
OmPrompt automates the registration or
"on-boarding” of trading partners and the
subsequent recognition and translation of
document sources and formats, as well as
the subsequent routing and forwarding. It
uses advanced categorisation, analysis and
knowledge management techniques

to recognise message formats and sources.
It can ensure message integrity by seeking
out missing or misplaced data. It can even
handle voice and fax.
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Company: Interhyp

CEO: Robert Haselsteiner

www.interhyp.de

Address: Parkstadt Schwabing,
Marcel-Breuer-Strasse 18,
80807, Munich, Germany

Tel: +49 8920 307 1301

Interhyp was founded in 1999, and is now
the largest mortgage broker in Germany,
accounting for 2.1% of all new privtae
mortgage business in a highly fragmented
market. In 2005 it closed mortgage deals
worth 3 billion Euros.
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Company: Kabira
CEO: Paul Sutton

www.kabira.com

Address: One Mclnnis Parkway, San Rafael,
CA 94903, USA

L Tel: +1 415 446 5000

transactions and services,” says Paul Sutton,
CEO of Kabira.

Kabira is a privately held company backed
by 3i, Crosspoint Venture Partners and
Sevin Rosen Funds. The company is
headquartered in San Rafael, California.

LN

Company details

Company: OmPrompt Limited

Founder & President: Brian Bolam

Address: Unit 94a Milton Park, Abingdon,
Oxford, OX14 4RY, UK

Tel: +44 123 543 6000

The service, which is initially aimed at
supply chain applications, is priced on a
pay-as-you-use basis, and requires no
alterations to existing systems, message
protocols or devices.

—_ .
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Peerflix

DVD trading

Peerflix is a legal peer-to-peer (P2P) trading
platform that enables members to exchange
physical media. The first application of the
platform allows members to trade the DVDs
they own for the DVDs they want for only
$0.99 per DVD. As a physical goods trading
network, Peerflix transactions are entirely
within the law and protected by the First
Sale Doctrine under the US Copyright Act.

The Peerflix network provides a regulated
market for trading with other members
using its own virtual currency, Peerbux.
Peerflix allocates every DVD listed on the
network with a Peerbux value based on its

Poliris

popularity and availability. Members
advertise the DVDs they wish to trade in
their online “Have List" and those that they
wish to acquire in their “Want List". All
subsequent trades are conducted through the
network. The members are responsible for
packaging and mailing their own DVDs, and
the appropriate Peerbux cost is added or
deleted from their account, minus Peerflix's
99 cent fee.

Peerflix had its general release in September
2005. It has attracted more than 200,000
members, and facilitates the trade of more
than a quarter of a million registered DVDs.

Company details

Company: Peerflix
CEO: Billy McNair

www.peerflix.com

Address: 560 Waverly Stret, Suite 200, Palo
Alto, CA 94301, USA

Tel: +1 650 325 0184

Peerflix is headquartered in Palo Alto,
California, and has received venture
backing from 3i, Battery Ventures and
BV Capital.

Classifieds.com

Poliris is a highly successful European
classified advertising site and portal
operator that specialises in real estate
and ancillary services.

In France, where it is based, there are
35,000 real estate agents, and 7,850 are
clients of Poliris. Their properties are
advertised through Poliris's three web sites
- SeLoger.com, ImmoStreet.com and
SeLogerNeuf.com. These three sites
support more than 600,000 adverts, of
which about half are automatically
translated into other European languages

According to independent research, the

PriceMinister

company's three sites receive three to four
times as many visits as its closest direct
competitor, with six million visits between
them in March 2006 and a de-duplicated
total of 816 000 unique visitors in
February 2006.

Set up in 1992, Poliris was early into its
market, enabling it to establish a dominant
position in a strong market: revenue has
grown on average by 30% each year since
2001, reaching—~24M in 2005 with profits
of~10M (EBITDA).

Poliris is confident its growth can continue,
driven by increased penetration of the

Company details

Company: Poliris

CEO: Jean-Fabrice Mathieu

www.poliris.com

Address: Immeuble Diapason 216,
Avenue Jean-Jaurhs, 75019, Paris,France

Tel: +33 149 152 516

market, more adverts from the real estate
agents and the transfer of classified media
spend onto the Internet. Poliris is owned
by its founders and investors, led by 3i.

Online satisfaction guaranteed

PriceMinister is an online marketplace for
buyers and sellers that also acts as trusted
third party. Its considerable success is, in
large part, due to its model of guaranteeing
that the seller is paid and, second, that the
buyer is reimbursed in the case of
undelivered or defective merchandise.

PriceMinister also encourages visitors
to trade on its site by arranging for
distribution, and fostering competition
and low prices.

PriceMinister introduced its “secured
direct sales from sellers to buyers”

www.PriceMinister.com platform in 2001

in France, and in 2006 will launch in Spain.
PriceMinister is a fixed price platform,

and in five years has expanded to support
the sales of books, CDs, DVDs and games,
electronic goods, child care, fashion,

home and garden, automobiles and many
other products.

About 15 million people visit the site each
month, 25 million products are for sale, and
PriceMinister now has 4 million members.
Since its launch, the site has enjoyed a
three-digit growth rate and is targeting the
top position in e-commerce in France.

Company details

Company: PriceMinister / Babelstore

Press contact: Estelle Monraisse
Alter Com Conseil

Www.priceminister.com

Address: 57, Boulevard de la Villette,
75010, Paris, France

Tel: +33 142 788 0 54

PriceMinister was founded in August 2000
by Pierre Kosciusko-Morizet, Pierre Krings,
Justin Ziegler and Olivier Mathiot. Investors
include 3i, Quilvest and private individuals.

iSIGHT April 2006 www.3i.com/isight



Sulake

Virtual hotel chain

Sulake is an interactive entertainment
company focused on online communities
and multiplayer games.

Sulake's main product, Habbo Hotel, is a
unique online game environment for
teenagers. It is a virtual place where
teenagers can meet up to play games,
decorate their rooms and organize their own
competitions and quizzes.

The main attraction of Habbo Hotel is its
community. Habbo Hotel provides a fun,
rich and positive game environment, but it
is the teens themselves who write the script.
As 'Habbos' they create their own character,

Trovix

E-recruitment

Trovix is a search company in two senses
of the word - it specialises in search
technology, and it focuses on one main
application — to help businesses search for
the right talent when recruiting.

The company uses a range of patented
search technologies that give it the ability
to quickly identify the best candidates from
a large database of resumes. Its search
engine is contextual, adaptive, and adept
at using parsing, extraction techniques and
artificial intelligence.

The result is that it can provide meaningful,

webpay

Secure e-payments

Webpay is the Switzerland-based owner of
Click & Buy, the leading online payment and
ecommerce system in Europe, which is rapidly
expanding in the United States and elsewhere.
Click & Buy, used by more than 6 million
consumers on 6,000 merchant web sites,
allows merchants to partially or completely
outsource the complex billing of content,
services and physical goods. The Click

& Buy system acconst for various
currencies and payment means and for
interntional and provides a single interface
to European and US marekt for
international merchants.

room and virtual world, by interacting and
playing with others.

There are already 18 hotels around the
world in five continents. Over 46 million
Habbo characters have been created this far
and over 5.4 million unique visit the site
monthly. Sulake is now extending the
Habbo brand to include an animation series,
mobile games and content and
merchandising products.

Sulake is headquartered in Finland, has
offices in 17 countries, and employs 250
people worldwide. The investors in Sulake
are 3i Group, Benchmark Capital, Finnish

human-like search results. It understands
how skills and experience relate to each
other and places value on items based on
where they appear and what concepts
surround them. It infers preferences for
schools and employers, skills, and concepts

Since its product launch in June of 2005,
Trovix has developed an impressive
customer list, including Palm,
Salesforce.com, Stanford University,
Linksys, and Juniper Networks.

“We help our customers maximize their
ability to find the best candidates faster

The service means these merchants, mostly
in media, publishing, music and gaming,
can easily support secure, reliable fee-based
transactions. Customers include Apple
iTunes, Disney Toon Town, Electronic Arts,
the Financial Times, Microsoft Music, Skype
and T-Online. While merchants can choose
betweeen several leading e-commerce
payment services, webpay's services are not
only east to use and set up, but incorporate
a sophsiticated fraud prevention system.

The company was set up in 1999, and in
2000, the company then known as Firstgate

/ Company details ’HH I I 7

Company: Sulake Corporation Oy

CEO: Timo Soininen

www.sulake.com
Address: Helsinki, Finland
Tel: +35 896 812 270

telecom company Elisa Group and
advertising group Taivas.

( Company details ’HH I I h

Company: Trovix, Inc.
CEO: Jeff Benrey
www.trovix.com

Address: 2151 Landings Drive,
Mountain View, CA 94043, USA

Tel: +1 650 335 8311

while reducing their hiring cost by up to
40%," says Jeff Benrey, CEO, who co-
founded Trovix with Earl Rennison in 2002.

LN

Company details

Company: webpay
CEO: Norbert Stangl

www. webpay-international.com

Address: webpay Holding AG,
Industriestrasse 18, CH-6300 Zug,
Switzerland

Tel: +41 417 272 110

Internet AG began to offer services based
on the Click & Buy technology. The
webpay group now operates in Europe, the
United States and soon in Mexico - via its
partner Telmex.

—_ .
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Isn't It semantic?
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With the major WWW?2006 conference just around the
corner, BCS managing editor Brian Runciman interviews
the inventor of the Web, Sir Tim Berners-Lee.

iSIGHT (iS): Looking back on 15 years

or so of development of the Web is there
anything you would do differently given
the chance?

Tim Berners-Lee (TBL): I would have
skipped on the double slash — there's no
need for it. Also I would have put the
domain name in the reverse order — in order
of size so, for example, the BCS address
would read: http:/uk.org.bcs/members.

The last two terms of this example could
both be servers if necessary.

iSIGHT: What subsequent Web developments
by others have impressed you most?

TBL: The Google algorithm was a significant
development. I don't want to name too
many, but in general I like the fact that I've
had thank you emails from people whose
lives have been saved by information

on a medical web site or who have found
the love of their life on a dating web site,
which is great. The important thing is the
diversity available.

iSIGHT: If there was one ‘quick win' that
could improve any aspect of the Web right
now (other than the semantic approach,
more of which later) what would it be?

TBL: Something that looks easy — browser
security. Most browsers have certificates set
up and secure connections, but the browser
view only shows a padlock — it doesn't tell
you who owns the certificate. Just having
the browser tell you this makes perfect
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sense — it's a little thing but ‘duh’. We have
a working group now at W3C looking

at that kind of thing because it's got a lot
to do with user interactions with systems.

iSIGHT: What are the biggest issues the Web
needs to face now and in the near future?

TBL: There are three main areas. Firstly,
security — phishing is mostly done via
email, but it involves HTML so W3C will
address this issue. Secondly, the Mobile
Web Initiative is important — information
must be made seamlessly available on any
device. And finally, Web services, where
re-engineering and enterprise software are
key issues.

iSIGHT: How does the ICANN ownership
issue affect the Web?

TBL: The Domain Name Server (DNS) is the
Achilles heel of the Web. The important
thing is that it's managed responsibly. I
don't think we've gained anything from the
.biz or .info domains — only that a few
companies have benefited financially. The
challenge at the moment is to manage this
in an open way - not too much bureaucracy,
not subject to political or commercial
pressures. The US should demonstrate that
it is prepared to share control with the world
in general. It must be politically clean and
efficient, but there's no simple solution.

iSIGHT: I saw your interview with Mark
Lawson this year - he seemed to be trying

to lay the blame for the negative aspects
of Web content at your door — how do
you feel about the media's approach to
the Web?

TBL: That was atypical. People actually
emailed to apologize on his behalf, but

I think he was just trying to make the
interview more interesting. In any case,

we shouldn't build a technology to colour,
or grey out, what people say. The media in
general is balanced, although there are a
lot of issues to be addressed that the media
rightly pick up on. For example intellectual
property is an important legal and cultural
issue. Society as a whole has complex issues
to face here: private ownership versus open
source and so on.

iSIGHT: Will software patents have a
negative effect on the development
of the Web?

TBL: There are major issues here. Eolas, a
spin-off from the University of California,
claimed ownership of a unique combination
of embedding objects into a Web page so
that it happens automatically through use of
compiled code. This is an example of a
random patent of a combination of existing
technologies. The claim was based on that fact
that it's done by compiled code, but any good
software engineer will tell you that a compiler
and an interpreter are interchangeable.
Programming is always about reassembling
existing stuff — novel ideas are rare. Even
with the development of the Web hypertext
was already there and so on.



Web timeline
(in regular years, please multiply by 2.6 for Web years)

1930s

Vannevar Bush conceives the ‘memex’ — a machine to store his

communications that could be consulted with great speed. He inspired:

1960s

Douglas Englebart's team came up with the concept of hypertext, Ted

Nelson invents the word and publishes the concept.

1980 Tim Berners-Lee writes the Enquire programme - to help researchers at
CERN update and share information.

1989 Tim Berners-Lee writes the first proposal at CERN for a system that
combines hypertext functionality with internet foundations.

Tim Berners-Lee writes WorldWideWeb, the first Web browser and editor

along with the first versions of Hypertext Transfer Protocol (HTTP) and

Hypertext Markup Language (HTML).

First web site appears at http://info.cern.ch/

CERN announce that the Web is free for anyone to use.

W3C founded.

Tim Berners-Lee is knighted for services to the global development of

the internet.

A bright idea is OK, but getting people to
adopt common standards is impeded by
patents. At W3C we have a working group
that had to stop work on a project for 18
months (a lot in Web years!) to answer a
patent issue. This affected the livelihood of
people in companies that were doing really
good work.

Often, the cases we've seen involving
patents on Web technologies have been
spurious at best. There are many cases

in which a patent’s novelty is extremely
unclear, but the legal costs of discussing it
would be prohibitive. Patents are often used
by large companies who can afford the legal
fees, or some one-man-bands who have
nothing to lose and hoping for a pay-off
from a larger company. They are often
defensive against other patents. Because of
this W3C now has a patent policy. To be fair
most larger companies have now had a
serious change of understanding and see
that for the market to grow Web
infrastructure must be royalty free.

iSIGHT: BCS is pursuing professionalism
in IT — what are your thoughts on this?

TBL: When it comes to professionalism as a
general topic there are important things to
talk about and it makes sense to talk about
being professional in IT. This may be a
biased point of view, but standards are vital
so that IT professionals can provide systems
that last. Customers need to be given
control of their own data — not being tied
into a certain manufacturer so that when

there are problems they are always obliged
to go back to them. IT professionals have

a responsibility to understand the use of
standards and the importance of making
Web applications that work with any kind
of device. They need to take the view that
data is a precious thing and will last longer
than the systems themselves.

Another important area of professionalism
is accessibility awareness. Everyone should
be accommodated, especially when around
20 per cent of the population have special
requirements. In fact, Microsoft said
recently that nearly 50 per cent of people
need to make some sort of adjustment to
their system to interact with it. Having
turned 50, I'm very aware of receiving email
with very small fonts — people don't want to
use their spectacles to look at a Web page!

iSIGHT: Project failure is a big subject in the
UK and you've been involved in a massive
ongoing IT project — what have you learned
from it that could benefit our members?

TBL: This is a huge area — an answer
would fill several books. But I think

IT projects are about supporting social
systems — about communications between
people and machines. They tend to fail
due to cultural issues. For example,
moving control of data from someone with
20 years experience of working with it to
someone else can lead to problems, as a
company you lose with this approach.
The original idea of the Web was about
supporting the way people already work

socially, but this doesn't happen with a lot
of IT projects.

The view we are taking with the Semantic
Web is interesting here. In the past
scientists have been trained to do things top
down. In the business world projects are
often the boss's vision made flesh. Even
software engineering is about taking an
idea and breaking it into smaller pieces to
work on - but the software project is itself
part of something larger. To make this better
we need Web-like approaches — I'm not
talking about HTML here but, rather, an
interconnected approach. The Semantic
‘Web approach can be visualized as rigid
platelets of information loosely sown
together at the edges — rich in local
knowledge, but capable of linking to things
in the outside world. That approach would
benefit the social aspects of projects.

iSIGHT: Ian Horrocks spoke to the BCS on
ontologies, the application of which would
clearly see a true Semantic Web, but how
can we apply these principles to the
billions of existing Web pages?

TBL: Don't. Web pages are designed for
people. For the Semantic Web we need to
look at existing databases and the data in
them. To make this information useful
semantically requires a sequence of events:
1. Do a model of what's in the database —
which would give you an ontology you
could work out on the back of an envelope;
2. Find out who else uses those terms and
cherry pick them for your ontology; 3. Write
a schema (perhaps with OWL (the Web
ontology language); 4. Write down how
your database connects to those things.

Using this information you can set up a
Web server that runs resource description
framework (RDF). A larger database could
support queries. To make all this really
useful it's important that products have
URIs (Uniform Resource Identifiers) — for
example, products@RDF#hairdryers — so
invoices, shipping notes, product
specifications and so on can use it. These
would all be virtual RDF files — the server
would generate them on the fly and it
would all be available on the Semantic
Web. Then an individual could compare
products directly by their specifications,
weight and delivery charges, price and so
on, in a way that HTML won't allow.

Sir Tim Berners-Lee, a Distinguished Chartered

member of BCS, is the director of the World Wide Web
Consortium, senior researcher at the Massachusetts

Institute of Technology s Computer Science and
Artificial Intelligence Laboratory, and professor of
computer science at Southampton ECS.
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Interview

iSIGHT: In your book you mention the aim
of making the Web operate more like the
human brain in making unusual and richer
connections between data — doesn't the
Web perform that function better in a

way now because of the tangential returns
you get from searches? Wouldn't the
ontological approach make the Web less
like the human brain?

TBL: Well, the Semantic Web is about data.
The Web of human ideas is served by the
hypertext Web but the Semantic Web helps
with machine analysis. Take the current
concerns over bird flu. Is it only around
agricultural areas? There should be an RDF
schema combining latitude and longitude
data with time — that would be useful at
the very least for historical tracking. But
we could also combine that with socio-
economic data from the World Bank — land
use and so on. This could co-relate bird flu
information and export it to a spreadsheet
and lead to serious analysis. So, where
HTML provides information in a way easy
for humans to read, the Semantic Web will
enable much better analysis of it.

iSIGHT: Brian Eno gave a speech a few
years ago on generative music - he said
that he likes the economy of it, that just
from a few simple rules complex and
fascinating things can arise. How good an
analogy for the rise of the Web from a
relatively simple approach - hypertext and
links - is this?

TBL: This is where Web engineering,
physics, Web science and philosophical
engineering meet. Physics was actually
called experimental philosophy at Oxford.
The Web is now philosophical engineering.
Physics and the Web are both about the
relationship between the small and the
large. In physics, to take the behaviour

of gases as an example, you visualize them
as billiard balls, model the rules they follow
and then transpose that to a larger scale to
account for the effects of temperature and
pressure — so physicists analyze systems.
Web scientists, however, can create the
systems. So we could say we want the
Web to reflect a vision of the world where
everything is done democratically, where
we have an informed electorate and
accountable officials. To do that we get
computers to talk with each other in such
a way as to promote that ideal.

iSIGHT: GUIs a are big influence on an
individual's Web experiences — what
improvements do you think we need there
because, with the best will in the world,

a beginner still cannot go online and work
a browser/editor intuitively?
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TBL: There is always work to do on
interfaces. I've been playing with Ajax
technologies to explore that space because
it can be a lot better. I like to use a really
big screen - lots of pixels. Even when I do
things on paper I like to use an A0 sized
piece of paper and felt-tipped pens (Sir Tim
shows me notes from a recent meeting —
huge piece of paper, lots of colours). The
Internet is a technology to help you get
hold of a lot of data, so you should be able
to see it. At the moment a lot of company
knowledge is held on spreadsheets and
Powerpoint slides, because companies need
to see summaries. But the data has lost its
semantics, so it's not usable. For the Web
people make extensive use of the favourites
menu or the history, but there’s still a long
way to go in collaborative data. Blogs are
editable in a limited way, HTML is too
complex, but at least blogs allow people

to be a little creative.

iSIGHT: Why is a Web year 2.6 months?

TBL: It's about the pace of change.

iSIGHT: It seems a very specific figure!

TBL: It's random precision. Compared even
to the development of the phone or TV, the
Web developed very quickly. I think it is
now coming to the end of its adolescence,
maturing after a phase of testing its
boundaries. Even phishing and spam have
been part of its education. In the past you'd
have restrictions, like finding books saying
that you needed to design web sites that fit
an 800 x 600 pixel screen. Now that people
understand standards and business more
they know there's always another browser
round the corner and the view of Web and
it's technology is maturing accordingly.

iSIGHT: What do you hope WWW2006
will achieve?

TBL: In a lot of ways Web development is

at a multi-way crossroads. There are a huge
number of developments that are potentially
world changing and there’s a lot of
excitement. The conference will bring
everyone together and get a handle on
which are important and where we should
be focusing our energy in the next five
years. I recently had a meeting at the BCS,
with academics bearded and otherwise, to
discuss the future of what we call Web
science (the science and engineering of
Web-based things that have a bottom up
Web-like structure).

Every few weeks it seems a new
phenomenon breaks across the Web —

blogs, wikis, opinion networks, new forms of
syndication, new genres of information and
so on. Standards like CSS (Cascading Style
Sheets), the document object model and so
on are surfacing as things that some people
call Web 2.0 - but really it's a use of existing
technology. Mash-ups are called Web 2.0,
but they are data integrations — taking a
piece of display technology like a map
application and doing a handcrafted data
integration. I've yet to see a mash-up that
uses semantic Web data and crafts it — the
fact that everyone has their own mash-up
tells the story. What I've always wanted

to do is take an arbitrary thing, a data file,
and if it's got something that can be
mapped, drop it into a map and see what
occurs without programming. We've seen
the development of Web technologies but,
in the demos we've seen, people are using
semantic technology for a specific
application - for life sciences or a geo-
spatial project. But at the conference I think
we'll see the emergence of data as a Web.

Going back to the idea of anything I would
change, I remember Dan Connolly — who
really understood SGML - asking me

if HTML was SGML. I really wanted

the SGML people on board so I said yes.

I should have said no — and we would have
developed XML a lot sooner. This all
happened at the beginning of the Web,

in a pub in Edinburgh. This May there'll
be discussions in pubs in Edinburgh again,
where we can talk about what we'll need
to change now —it'll be a blast.

Further reading

W3cC:
http://www.w3.0rg/

RDF:
http://www.w3.0rg/RDF/

W3C Patent Policy:
http://www.w3.0rg/2004/pp/

W3C Mobile Web Initiative:
http://www.w3.0rg/Mobile/

WWW2006 conference:
http://www2006.org/

Weaving the Web by Tim Berners-Lee

with Mark Fischetti, (Harper San Francisco). 1997.

Sir Tim Berners-Lee’s blog is at
http://dig.csail.mit.edu/breadcrumbs/blog/4




