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give you the sort of understanding of a new law that currently even
most MPs don’t have at the moment, so archaic is Parliament and
government’s use of tools to help write laws.

But what about Harriet Harman, standing in front of the Commons
and brazenly stating that a vote which will reduce something
(transparency) will actually increase it? How can the internet help
prevent that sort of travesty happening in the future? Despite the
scale of the challenge, the internet can help here too.

First, any proposal to vote on anything can be automatically
connected to the laws or court rulings that it will change or overrule.
This will enable people with particular interests in certain laws or
parts thereof to set up alerts that tell them whenever someone is
proposing to change something they care about. One can imagine in
future that the moment such a vote is tabled, all around the country
activists would be immediately informed and able to mobilise even

if they dont know each other. By the time Harriet Harman stood up
there could have been an MP ready to ask why her statement didn’t
refer to the substance that the vote was actually going to
change.

Second, the process by which bills are tabled can be made
more transparent in the first place. Before a motion of
the sort Ms Harman presents can be voted on, it clearly
needs discussing. Cheap recording and storage should
mean that formal policy development meetings
involving non-elected civil servants are regularly
recorded, by law, and their transcripts and source
material made available online, automatically tagged
with references to the subsequent vote. If a recording
discussing how to prevent the publication of MPs
expenses had existed, it is much less likely that the
House would have been exposed to such weak excuses.

Finally, MPs can develop a medical doctor-style permanent
record which is, like TheyWorkForYou.com’s MP pages, an

uneditorialised, automatically generated history of their votes,

speeches and interests, but boosted by a full record of their

interventions in committees, the amendments they’ve tabled, their
involvement in policy formulation sessions with civil servants, plus a
record of their election leaflets and statements in media outlets such
as newspapers. It should be a substantial risk for an MP in the future
to blot their permanent record by saying that a vote was about one
thing when the databases clearly showed it was about another.

These changes are much more difficult than learning how to
competently use social media services like blogs or Twitter. They
require an immersive knowledge of what is possible on the internet,
combined with a steely determination to push change through a
system that will be deeply unwilling to sacrifice the pleasures and
conveniences of secrecy and obscure procedure. The Speaker must
appoint a senior clerk whose sole task is both to bring Parliament
in touch with the joys of social media, and to take on the much
conceptually tougher problem of proposing to MPs how the entire
Parliamentary process can be forged anew in the heat of the
internet.
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FERERRIiEN How the new economics of
voice will change the NHS

Paul Hodgkin q,

General Practitioner and CEQO, Patient Opinion ,’

clean, re-start — nothing could be easier! Why didn’t we think of that
before? But for anyone who has struggled to change the intractably
- . complicated world of healthcare, the metaphor of a reboot could
The trick is to turn away sound a tad simplistic. After all, human systems and organisations
from one-sided sites are constructed and mediated through relationships, not code.

where citizens abuse staff

‘ ‘ The idea of rebooting healthcare has instant appeal. Switch off, wipe

But even if relationships themselves aren’t susceptible to a quick

and instead use the tools reboot, their nature is clearly being transformed by code. If Web 1.0

of the web to ensure that already cut the cost of finding information by an order of magnitude This democratisation ,
or more, then email, Facebook, Twitter and all the other panoply of of voice is entirely new.

your comment has an Web 2.0 are creating new ways for us to communicate at trivially In the old world of the Q

effect low cost. That these web-mediated social networks are new and 20th century only the ’ ,
disruptive is clear — just ask the music, travel or retail industries. In elites had easy access ' q
this sense we are indeed in the midst of a profound ‘rebooting” of to a public voice. Now ' Q
how citizens relate to each other and to public services. anyone can blog or post ’ Q ' Q

a video to YouTube. With

It certainly can feel like a new world if you are a manager in the the cost of an on-line voice close to zero,
health service. Gone are all those nice comforting iron cages of new conversations and new relationships
bureaucratic rationality that you grew up with in the last century. emerge all the time. ,
Now it’s like the Wild West out there as people blog about you or
show everyone the state of your toilets. Cut the cost of anything and you'll create a

glut — and democratised voice is no exception.
Give everyone a public voice and all too often those

Q
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who shout loudest stand at an advantage. But actually most people
don’t want to shout — they want a conversation that works for them.
So the trick is to turn away from one-sided sites where citizens
abuse staff and instead use the tools of the web to ensure that your
comment has an effect.

On Patient Opinion we use RSS technology to try to ensure that
postings about, say, self-harm in Wigan can be directed to the
relevant manager at the hospital, as well as the PCT commissioner
responsible, MIND and other relevant national groups. These
technologies can give busy managers the highly selective hearing
they need to order up just the stories that are relevant to their
responsibilities — and no more. With the right platform it becomes
very cheap to turn a babble of disconnected web-voices into
hundreds of useful conversations.

That said, it is now clear that you can give managers RSS feeds
tweaked to just their needs but you can’t make them use them. All
those real live people wanting to have a conversation seem scary.
No invisible hand here, just all too warm flesh and blood. So turning
cheap voice into useful conversations means treating both sides —
patients and staff — fairly. The open blogosphere is too raw and one-
sided to be of much use. Previewing all postings before publication,
and removing names from negative comments help busy staff who
are struggling to find their way in this brave new world.

Sometimes responses remain absent or grossly formulaic but slowly
we are all learning how to use these new tools to deliver better
services. But it’s not just voice that has become cheap. The cost of
finding ‘people like me” has also fallen making it trivially easy to find
others with the same passions or to sustain coalitions.

Such developments may not be entirely benign. ‘Shroud wavers on
speed” motivated by their personally urgent concerns could undermine
the solidarity at the heart of the NHS. The trick as always is to use the
new economics of the web to do the things that we all want. Users of
Patient Opinion can agree to us contacting them about developments
in their local health service. Since their stories are tagged by the
service they used and the nature of their concerns, it has become

¥

cheap to identify people who are ‘thoughtfully
passionate” about local services.

These people were previously very difficult (i.e. too

expensive) to find. Now that the unit cost of finding them

has declined it turns out that — at least on Patient Opinion

— they are quite happy to help, with 30-40 per cent agreeing to
contribute their thoughts via email or telephone interviews.

All this opens up the possibility of what has been called
‘sous-veillance” — the upward gaze of thousands of
citizens empowered by cheap voice to match the
powerful downward surveillance information that
organisations have long used to assess compliance

and control.

‘Sous-veillance” and ‘shroud wavers on speed” sound like
bad news at least for managers, but the same technologies
can be developed in much more positive ways. For example,
if the NHS saw ‘sous-veillance” as a way to create ‘open source
hygiene” the outcome could be very different. After all, the
people with the most intense interest in hospital cleanliness
— patients — currently have no means to contribute to the
cleanliness of their surroundings. Why not recruit

the 100,000 highly motivated patients sitting

in NHS beds everyday to the cause of great

hygiene? To adapt a favourite phrase from open

source software — given enough eyeballs, all

superbugs could be dead.

Taken together these economic changes mean two

big things for health services. First, there is going to be a
significant increase in the power of voice. If the last 20 years
have been dominated by policies based on ‘exit” — that is choice,
markets, and competition — the next is likely to be much more
influenced by the politics of ‘voice” — public pressure mediated
directly on institutions and people to direct change

at the local level. Exit, markets and choice will still
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be important but they will take place in, and be affected by, much
more public comment, feedback and pressure.

Secondly, this voice will be on the citizens’ terms not on those

of the NHS. Surveys, focus groups and the rest of the tools that
organisations use to find out what ‘they” think will still be useful,
but the opportunities of cheap voice accrue largely to citizens not
to the state. It is trivially cheap to use Twitter to ‘tweet” to all your
friends about how the nurse has just failed to wash his hands before
taking blood from you, but for the hospital it costs time and money
to mount any kind of response. Cheap voice has suddenly made
loose networks of citizens much more effective whilst representing a
complex, and potentially costly threat to organisations.

But for me, sitting in my GP’s chair, | know that people begin to
make sense of the meaningless depredations of disease through
telling and re-telling their stories. The web gives everyone new
and public ways to tell the story of how we make sense of personal
tragedies through small triumphs:

“Our son was just twelve days old when he died. Throughout this
distressing time the staff on the Neonatal Unit were outstanding.
They treated him with dignity throughout his short life. .. the
staff made us feel that his life was as significant to them as it
was to us. Nurse Jan made a print of his feet and hands and
put them together in a card with some clippings of his hair. On
Father’s Day there was some chocolate for me that was labelled
from him.”

The telling of such stories, the ability to speak even whilst grieving,
has therapeutic benefits. Add the promise that by sharing what
you have learnt you might be able to help improve a small part of
the world for everyone and the sick are offered that most precious
thing, the possibility of themselves being needed for their insights,
of giving something back to the community of the well, just at the
moment when they feel at their most powerless.

That the new forms of voice can go beyond the passivity of
suffering, and begin to make sense of what had previously been

meaningless is perhaps their greatest
promise: “Mum’s illness was awful but we
helped change things for everyone!” The
act of helping others is consoling because

it reconnects us at a time when we are at
our most alone. The new economics of the
web mean that for the first time service
improvement could be driven by the intrinsic

desire to find meaning within the experience of
disease. Multiplied by the hundred thousand as
only the web can, these transparent, directed

dialogues move us beyond both exit and
voice and offer new

glimpses of redemption

in a post-market world.
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Reboot Britain Getting the balance right:
c social media in a Digital Britain

The challenges are Jon Watts
being exacerbated by Director and co-founder, MTM London
consumers’ belief that

most forms of digital
content should be

available for free, and The Digital Britain review has been an ambitious attempt to develop owners, it is clear that the Digital Britain review has been timely.

. a comprehensive action plan for the media and communications The media sector is experiencing a period of turbulence and dramatic
by the severity of the sectors, securing the UK’s place “at the forefront of innovation, change, creating immense challenges for many companies. The
current downturn investment and quality” by developing a set proliferation of digital channels, services and devices has increased

‘\

of proposals for legislative and non-
Iegislative measures “that can

< drive the upgrading of our

digital networks, significantly
enhance our national

competitive OO
position in
these critical

the intensity of competition for consumers, who now have access to
a far greater diversity of choices and can be far more selective about
what they do, when they do it and who they do it with — we have
more channels, more web sites, more video games, and many more
ways of consuming the news, listening to music, interacting with
friends and watching our favourite television shows.

29

UK consumers can access digital content, applications and services
from around the world and have benefited enormously from the
investments made by major international digital businesses such
as Google, Wikipedia, Facebook, Yahoo!, eBay and Microsoft, as

well as from the activities of an ever-expanding universe of

secure —. venture-backed start-ups, open source initiatives, public and

competition for choice and third-sector institutions, social enterprises and technology
quality in content, connect with the interests : innovators.

markets

of the rising, digital generation and improve

access, affordability and inclusion for all”. Perhaps most importantly, the collective, collaborative efforts

of the people we used to refer to as the audience (“Here comes
Undoubtedly, these are attractive but challenging everyone ...”) are transforming the media and communications
goals and, for many ‘traditional” UK media landscape. Traditional broadcasting and publishing models are
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fusing with communications networks, enabling new forms and
formats. Coase’s floor is falling. Large-scale, distributed, networked
collaboration, aggregation and social interaction, combined with
dramatic reductions in the costs of producing, distributing and
sharing media, in all of its many forms, will be disruptive of the mass
media economics that have underpinned the media landscape.

UK media owners, many of whom have historically operated in
relatively closed markets, relying to some extent upon established,
reliable behaviours and patterns of consumer demand, are
adapting to a more complex, competitive and challenging market
environment. The pressures are most acute for ‘traditional” media
products or experiences that were undifferentiated, lacking in
uniqueness, easily substitutable and available, cheaply and often in
superior form, through digital platforms.

Fragmentation — the redistribution of consumption and other
behaviours over an expanding universe of properties and activities
— is also making it more difficult for many media owners, from
commercial Public Service Broadcasters to major newspaper groups,
to generate the same kinds of commercial returns from their
investments in some kinds of content, especially in markets that have
relied heavily upon advertising revenues. These challenges are more
acute in some areas than in others: for broadcasters, the economics
of scripted comedy and high-end drama are becoming more
challenging; for newspapers, the deteriorating market environment
is making it more difficult to invest in local, investigative and
international reporting and journalism. The challenges are being
exacerbated by consumers” belief that most forms of digital content
should be available for free, and by the severity of the current
downturn.

Clearly, there are risks of overstating the extent, progress and
significance of many of these changes — the future may be arriving,
but it is still unevenly distributed, and there are elements of
technological determinism, reductionism and internet utopianism in
contributions to many recent debates.

Television in particular, remains powerful, perhaps more so in a
fragmenting digital market; and has proven its ability to adapt to
challenging markets. Importantly, television viewing isnt falling,

it is growing, with new on-demand platforms providing consumers
with much greater choice and control over their viewing. Although
many multichannel broadcasters are likely to struggle, the major
commercial broadcasters are adapting their commissioning strategies
and schedules to reflect the changing market environment and are
still generating large audiences. A large majority of UK consumers
still regard television, print and radio as their main sources of news
and entertainment and offline remains one of the most important
drivers of online activity — much of what is currently being consumed
online is essentially redistributed content that has been produced
elsewhere, for television or for print publications, and would not
otherwise be available online. Offline and online are increasingly
intertwined.

It is also clear that many so-called “traditional” UK media owners
are adapting successfully to the new digital environment, investing
heavily to develop world-class digital properties such as the iPlayer,
and pioneering new initiatives such as 4iP. However, the commercial
returns generated by these investments have — to date — been
limited, with many UK companies struggling to build scale or to
generate strong commercial returns from their investments in digital
media.

As the Digital Britain Interim Report pointed out, new business
models are emerging, but these are not yet compensating for
declines in many ‘traditional” revenue streams. Where sizeable
returns are being generated, the beneficiaries have tended to be
major international digital businesses who have been able to invest
across many territories — Google, the major US online networks,
aggregation platforms and social networks, the Hollywood studios,
major games companies — rather than UK companies. Even so, many
major international businesses are loss-making.

To some extent, these commercial challenges are unsurprising: as
UK media owners move from relatively ‘closed” analogue markets
into more open ‘digital” markets, their returns are likely to fall as
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competition intensifies, fragmentation grows and the supply of
inventory increases. In many respects, the new digital media market
appears to be far kinder to individual entrepreneurs, innovators and
artists, who have become less reliant on gatekeepers and can, on
occasion, generate sufficient returns to live on, than it is to major
media owners. However, the openness of the internet, which makes
it easy for new companies to enter the market, also ensures that the
scale of the opportunity for most individual players especially in the
UK is small, potentially limiting their ability to invest and innovate.

It is not yet clear what the market will or won’t be able to provide on
a commercially-sustainable basis. As sectors consolidate, it is possible
that the winners may emerge more powerful than before. Many
major media companies will survive and thrive in Digital Britain, but
there will be consolidation, with fewer large-scale commercial media
owners investing in original content, a more international, American
flavour to much of our media, and a new universe of mostly small-
scale, often innovative, engaging and inspiring online properties. The
ability to produce high-quality content and services at low cost will
be increasingly important. Hits will be bigger, everything else will be
niche.

For policymakers, these dynamics create challenges. It is likely

that public subsidy, direct or indirect, will be required to support

the provision of media in some areas, such as local journalism.
However, there are tensions and trade-offs between public subsidies,
maintaining an open, competitive international market, supporting
innovation and entrepreneurship, and helping UK companies to build
strong national and international digital businesses. It will be difficult
to safeguard the positions of established incumbents, important
though their contributions are, while also encouraging innovation
and the emergence of new world-class digital businesses.

A more healthy debate would acknowledge these tensions. Digital
creates many new opportunities and holds the promise of a new,
more inclusive media. The decline of many of our national media
institutions will come at a price. Proliferation will not necessarily lead
to more “good stuff’. The new world is still taking shape.
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Reboot Britain A day in Entrepreneur Country

Julie Meyer
Chief Executive, Ariadne Capital

Individual Capitalism has come of age of business where the basic unit is the individual rather than the
corporation. The internet opens up opportunities for how people
Back in 1998, when | founded First Tuesday — a network of work — remotely or from home, from their phone, as a small firm
entrepreneurs which many credit with igniting the internet looking much bigger than they are — and this shift away from
generation in the UK — we were a small group of digerati who met ‘Corporation Man’ to ‘Individual Capitalist” has gained enormous
on the first Tuesday of the month to talk about building internet momentum. The recession has created many enforced Individual

start-ups. We were a “digital island” of sorts. Capitalists in the form of freelance consultants, but many others are

corporate refugees of their own choosing.

Today in 2009, | dont know a single person under
30 who wants to work for
someone else. People
of this generation see
themselves as their
own P&L, their own
brand, and are familiar
with business through
programmes like Dragons” Den and The
Apprentice.

So while few of us will make millions from a trade sale
of our firms to a multinational, and while we may not
call ourselves entrepreneurs, we are actually all becoming
‘Individual Capitalists’.

Yet those of us who have run our own firms understand
the enormous pressures of keeping a team aligned,
meeting the payroll, keeping fixed costs low, staying ahead of the
competition, and getting people to buy what we sell. All of society
benefits from the work we do to develop our businesses, create
jobs and generate wealth. Many of us feel, however, that
we go to ‘another country” each day when we go to work.

The speed and intensity at which we must work, the values
it requires to build trust in an organisation, the level of

The rise of the serial entrepreneur, the micro

entrepreneur, the young entrepreneur,
the portfolio entrepreneur and the
lifestyle entrepreneur has been

unmissable over the past decade in dedication and drive seem inconsistent with the rest of

the UK. society. Other people just don’t get it. | would love for the
corporate titan who never has had to worry about cashflow in a

This trend is due to the rise of what could personal way to walk in our shoes for just an hour; entrepreneurship

be described as ‘Individual Capitalism’, a form is not for the fainthearted. If you open the newspaper on any day
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of the week, you’ll see that the media focuses on the FTSE 100, the
old, established, big businesses, and on governments who are at best
ignoring the little guy’. The media don't really start paying serious,
regular attention to any emerging company until it has reached big
itself in a big way.

And yet small does become big, and start-ups do change the world,
in the process creating jobs, new industries, wealth and pride in our
ourselves.

So the average company owner, the SME entrepreneur, the Individual
Capitalist goes to work each day in a fictional place — let’s call it
‘Entrepreneur Country’. He or she manages his firm from near death
experiences to breakthrough moments and back again. There is

no work-life balance, and the stress rips through their personal life
pretty regularly. It’s not because they aren’t good business people.
It's because business is a rough old game, and there’s no job security
if you are the owner.

And yet business creates the wealth from which all of society
operates, so an inspection of ‘Entrepreneur Country’ might be
worthwhile if we are to understand how to build more successful
global leaders out of the UK.

What is it like to spend a day there? There are some obvious
messages that arise out of a trip to ‘Entrepreneur Country’.

Reduce the size of government in order to reduce the tax
burden on SMEs

Cash really is king: effective entrepreneurs quickly learn to keep
fixed costs very low. They don’t build infrastructure ahead of having
recurring revenues. They rely heavily on consultancy contracts. They
learn to barter or to finagle for free just about everything. If you
don’t hustle, you don't survive.

So not surprisingly, the single biggest benefit that government could
provide start-ups at the beginning of the entrepreneurial journey

is to charge them less PAYE and National Insurance. Not just defer

it — make it smaller. A lower tax burden would reduce the need to
raise so much from small businesses. Last year in a government-led
focus group in which | participated, along with the CEOs of leading
UK start-ups, high PAYE and NIC payments to HVIRC were frequently
cited as one of the most debilitating factors in running a private
company.

Challenge the media to step out of their comfort zone

Leading entrepreneurs learn early to communicate their vision.
However, little of that vision gets captured by the media. There
remains a view that small business is admirable but rarely raises the
bar, or creates new FTSE 100 companies. In short, that the economic
growth that will fuel the recovery won't really come out of the
entrepreneur-led new businesses, but by existing large businesses

— those that are being propped up and stumbling on day to day.
SMEs at best get a corner of the coverage in national newspapers.
If we want to build an “Entrepreneur Country’, then as consumers of
media we must demand that more coverage is given to high-growth
businesses creating new industries. One easy way to test this theory
is to develop forums online where the entrepreneurs are given
opportunities to be profiled, answer questions, and share their view
of society and markets. Which newspaper will rise to the challenge?

Treat the SME as your corner store

One of the most important ways that Britain can support its start-up
ecosystem is to buy more from the companies that populate it. For
SMEs who sell to enterprises (rather than consumers), convincing
corporate buyers to purchase from them and pay on time can be a
major problem. | advised a tech start-up in December 2003 which
was very nearly made bankrupt by the stalling process it endured
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at the hands of an incumbent telco which had promised to become
a customer. Just because a company doesn’t have a balance sheet
with assets of £10 million, doesn’t mean it might not be solid. Good
executives know how to manage the risk of working with start-ups
— giving them a chance to bring transformational innovation into
the corporate landscape. Make buying from SMEs a part of your
corporate vision.

Educate the young to expect success

Leading entrepreneurs cite factors such as teachers who encouraged
them to be everything they could be, or learning environments
where they were taught to think originally early on in their lives, as
key influences.

At Ariadne Capital, | can tell within ten minutes of speaking to an
entrepreneur who has come to pitch whether or not they expect
success. These people exude confidence, not a nauseating sense of
entitlement, and convey that they will achieve their goals whatever
you decide.

Back Social Enterprise

Entrepreneurs are some of the most generous people | know.

They ‘send the elevator down” to the next generation, as the
overwhelming majority of them remember that they have been
helped by others before them. Provoke their generosity by giving
tax incentives for their work. One of the leading IT entrepreneurs of
the UK, Paul Barry-Walsh, set up the Fredericks Foundation which is
the leading micro-finance organisation in the UK. They have made
600 loans to those who have fallen by the wayside whether through
crime, drugs, disability or life choices. The Fredericks Foundation
saves millions for the UK government because it turns individuals
from a cost to society in to taxable micro-entrepreneurs. Each of the
Fredericks entrepreneurs then — by their example in their families

and neighborhoods — sets examples of business transforming lives.
As Barry-Walsh says: “Pure and simple, business is the answer.” Set
people like Paul Barry-Walsh loose to find more ways to tackle social
problems by facilitating his work and that of others like him.

Social enterprise is a hot area where many leading entrepreneurs are
flocking, whether it’s Hoult’s Yard in Newcastle, or DoTheGreenThing
out of London, or Bono’s Red led by Seb Bishop, the founder of
Espotting, or Just Giving which is transforming charities. Not only do
entrepreneurs know what to do to fix social problems, they do it.

Make ecosystem economics work

There is a profound network orientation in business today.
Companies which succeed know their place in the ecosystem in
which they operate and crucially align the economics for the entire
ecosystem. | first learned this in 2004 through Alastair Lukies, the
CEO of Monitise, a global leader in mobile banking services based
in the City of London. Years before the business was successful, his
dogged determination to make the mobile banking world work for
all parties involved — the customer, the bank, the mobile operator —
was impressive. Simpay and other competing schemes failed because
they had a bias or a dominant player in the ecosystem which
wouldn’t relinquish market power.

One of the smarter examples of a government-funded organisation’s
involvement in building the innovation ecosystem is the way that the
Technology Strategy Board operates. They have identified various
social or business challenges where innovation is necessary such

as a low carbon or digital economy. Their model is to organise an
ecosystem approach to meeting the challenge by aligning start-ups
and corporates to work closely to achieve success.
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Remember, Britain can handle BIG

We will make huge strides towards creating ‘Entrepreneur Country” if
we tie the outcomes of people’s actions most directly to the efforts
they put into their lives. If the media then cover the achievement of
the breakthrough moments in a more profound way, then the young
learn that society does value risk-taking and achievement in new
business and industries.

Julie Meyer is the Chief

Executive of Ariadne Capital, an
investment advisory company
for entrepreneurs in the digital
and media sectors. Julie is also
the new Dragon on Dragons’
Den Online, the founder of First
Tuesday, and is soon to become a

British citizen.

The United Kingdom is good at building visions for the next
paradigm shift. Witness the activities of the Royal Society, or Tim
Berners-Lee’s role with the world wide web, Jonathan Ive’s iPod,
Robin Saxby’s breakthrough with the ARM microchip, Stephen
Wolfram’s Wolfram|Alpha, Charles Dunstone’s mobile phones empire,
or game-changers in the financial services sector like Travelez, Zopa,
Egg, Monitise and Wonga.

Part of the reason that the average 28 year old who is setting out
to build a new venture thinks big is that he or she
knows that Britain can do big. Indeed, it has a

proud history of doing so.

We are fortunate indeed that there are people in society who are
obsessed to bring the new to life, and choose to live abnormal lives
in the doing of it.

Our response to their drive and hard work should be an embrace
and a recognition that while they conduct the orchestra, we play the

flute, horn and keyboards.

So it’s very simple. The entrepreneur, the creator of value, is the
Hero.

Internalising these points takes us into ‘Entrepreneur Country”.

that we can.

We owe it to those creators of the next big thing
to suspend disbelief and negativity, to don the
cloak of optimism every morning, and be

the facilitator of their success in every way

90eo
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Next please: placing your
bets in the digital economy

Dan Heaf
Digital commissioner, 4iP

“Progress is not the mere correction of evils. Progress is the
constant replacing of the best there is with something still better”
Edward Filene

These are troubling times. In 2008 the bubble burst and the world
came face to face with a global credit crunch. A quarter of a century
of free-market zealotry used to justify asset stripping, hostile
takeovers, abusive lending, excessive borrowing, and hedge fund
secrecy has gone down in flames. But rather than dwell on what
caused the crisis, | shall look to explore emerging opportunities in
the UK’s digital economy and to examine how we might place careful
bets to extract both commercial and public value.

I’'m in no doubt that out of crisis comes great opportunity but for
digital to really make good on a decade of promises we must let
history guide forensically our attention, skills and wallets.

Today, as many of the world’s largest economies remain in a full-
blown recession, governments and policymakers across the globe
are devising and deploying strategies to lessen its impact. Their
approaches to lessening the effects of economic crisis are broadly
similar. Strengthen national and international financial regulation;
prop up over-exposed banks and key financial institutions; slash
interest rates; increase the money supply and embark on public
spending to artificially stimulate the economy. All of this is to re-
inflate the bubble.

Public investment in infrastructure has long been seen as a way to
mitigate economic weakness by replacing the void left by private
lending and investment in generating jobs and demand for materials
and equipment. George W. Bush did the same when faced with the
combination of the NASDAQ crash and the wake of September 11th
2001. However, the spending being promised today is unparalleled
in scale, with Obama and Brown planning budget deficits to dwarf
anything we've ever seen before.

As tempting as it is to use public spending to resuscitate parts of the
dying economy, we must instead spend appropriately for the new
era. The solution lies in massive institutional innovations, as bold
and as extensive as those of the 1930s and 40s, responding this
time not to the demands of mass consumption but to the needs and
potential of a sustainable global knowledge economy (Perez , C.,
2009).

So while renewing or increasing physical infrastructure like roads and
hospitals is crucial, so is the need to expand internet access either
with fibre to the home (which can — and should — be coupled with
other physical infrastructure works) or with wireless. Thankfully,
many governments have recognised the potential of digital services
and technologies and have embarked or are planning on connecting
everyone to high speed broadband networks.
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The Obama-Biden Stimulus Package directs over $30 billion at
telecommunications, photonics, and Information Technology with
the specific remit to extend broadband to under-served rural and
poor areas that have, until now, proven unprofitable to serve.

The French Secretary of State for the Development of the Digital
Economy, Eric Besson, has announced details of the government’s
France NumErique 2012 policy that proposes 154 measures
including moves to give all French inhabitants broadband access
for less than €35 by 2012, up from 54 per cent today. Lord Carter’s
Digital Britain envisages everyone having access to affordable
broadband by 2012. But the Japanese and South Koreans are
planning widespread access to the web at speeds many times
greater than those planned for the UK, while Denmark, Finland,
the Netherlands and Norway are already well ahead of the UK
(Leadbeater, C., 2009).

The safe bets

Around the world politicians are making the same bold and
enthusiastic claims for these plans. Building the actual physical
infrastructure will create jobs. When the number of unemployed
can affect elections, if you were looking for a good bet, you'd
be foolish not to invest in those who supply the technology and
expertise required to physically roll out and upgrade the digital
infrastructure. Just over 100 days since Obama signed

(CNBC, 2009).

However, the majority of the technology
needed to deliver Digital Britain is

likely to be procured from companies
headquartered in the US. The
innovation and specialised research

and development is likely to be centred
in and round Silicon Valley or MIT. To reboot

Britain for real, we need to be more involved in nurturing our
technology companies and research centres and by ensuring enough
kids are enthused about the right subjects taught in the right way.

A second benefit is that universal access to high speed
broadband will amplify the benefits of existing
websites and digital services. With greater access

to high speed broadband, the economy in general

will be better placed to take advantage of improved
efficiency, discoverability, communication, and
participation leading to increased international
competitiveness. With the right policies, the
benefits of the new technological potential
can be fully realised across the economy

and its social benefits better spread.
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In certain sectors like communications, entertainment, information
and knowledge industries, we can be more specific. The successful
companies in these sectors are likely to have used cheap credit in
2003-2007 to invest wisely in revenue-generating digital solutions
and online markets. Companies on the brink of generating revenue
may see the publicly-funded market expansion tip them into
profitability, while dominant players will likely increase their lead.
For example, e-commerce is growing, with larger numbers of people
able to take advantage of the the easily comparable prices and
conveniences of shopping online. The interim Digital Britain report
predicted that by 2012 £1 in every £5 of all new commerce in this
country will occur online (Digital Britain Interim Report, 2009).

Music, which has already established a significant download-to-own
market, is likely to see the gap in sales between physical and digital
product shrink further until digital products make up the lion’s share
of sales. This trend could accelerate if the road can be cleared for
subscription-based services. The Games and Film industries will see
their nascent download-to-own markets grow as a larger number

of people have access to faster networks making big download files
more manageable. The Games industry, which has already embraced
networked play, will enter a new era of massively mainstream online
games.

In essence, many of the businesses that have slowly been building
online market share will be excellently placed to take advantage

of the government actively growing this market for them. If these
internet businesses can survive the recession, they should be able to
accelerate growth with minimum amount of additional investment.
Wikipedia will have more editors, Yahoo! more answers, flickr more
pictures, Google more links, Amazon more sales and eBay more

lots. Even the micro blogging service Twitter could migrate from the
preserve of those currently connected 24,/7 to a more representative
slice of the population! If people were asking me where I'd place my
bets in this new era, I'd say look to the industries that have taken
advantage of the cheap credit frenzy that preceded the bust to build
business that will genuinely benefit from government-encouraged
market growth.

While this is all well and good, it concerns me that so many of the
internet’s leading consumer services, those best placed to take
advantage of UK public money, do not originate in the UK. Recent
ComScore data confirms this. US web companies dominate the
attention of UK web users. In February 2009, UK web users spent
over 70 per cent of their time on the US-owned sites in the top
100. Over time this risks significant economic, cultural and social
consequences which policymakers are only just starting to wrestle
with. Foreign-owned companies are not commercially incentivised to
invest in content and services specific for UK audiences, nor to back
new UK talent and innovation. With so much UK revenue leaking
out of the system, the smaller UK players lack resources to invest

in innovation, particularly if it is for public rather than commercial
purposes. This problem is exacerbated by the recession-led
contraction in European private capital. Will Britain’s digital talent
ever get the chance to build truly global internet business? Even
with Digital Britain, could Britain ever produce a Google?

Placing bets that count

The more important but less well-understood claim made by
governments and policymakers is that universal access to high speed
broadband will stimulate new growth sectors. Worryingly the hopes
set out in the interim Digital Britain report place an undue emphasis
on content as opposed to services. As audiences fragment across
the web it is clear we produce too much content to be supported by
current business models.

However, through my work at 4iP, I'm sure internet entrepreneurs
and technologists haven't stopped dreaming up newfangled widgets
or sketching technological marvels on the back of cocktail napkins.
The internet is still in its early stages with so many new users and
demands yet to be adequately met. But cutbacks have slowed the
pace of getting the latest US, let alone UK, innovations to market.
Venture capital investments have plummeted. Lenders aren’t funding
business start-ups. Bank loans and ‘angel capital” — money that
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friends and families and wealthy individuals cough up to support
innovation — also are contracting.

So now more than ever we need to think carefully about our

ideas before we rush to pitch it/build it/test it. Are we building
sustainable businesses and working on things that really make

a difference? | can't help but feel that while the web has been
travelling in a better direction since 2001, so much money and
time has been wasted on frivolity. In my opinion one of the most
sobering lessons of our current financial situation is the realisation
that we must invest in new British companies rooted in production,
dividends and real cash. There’s no point in rebooting Britain to the
same unstable operating system we had before. The pot is limited so
we need to make sure we place bets that count.

But there is another type of value, public value, that will become
increasingly important as we claw ourselves out of the recession.
Public value goes beyond the monetary measures of the marketplace
and into the area of social wellbeing. The UK’s creative technologists
would do well to look wider than the financial bottom line when
thinking about their next business or next job opportunity.

First, services delivering public as well as fiscal value will all be in
demand as public spending kicks in. With governmental funding
in technology as well as areas like education, health and the
environment, digital solutions to these crunchy problems should
be able to avoid the current private investment drought. Lord
Mandelson talks explicitly about the opportunity to build a high-
tech, low-carbon economy.

But generating public value also provides the answer to a bigger
piece of the puzzle, one that’s often overlooked: providing meaning
in people’s lives. As web guru Tim O’Reilly puts it: “If you're working
on a project just for the money or where earning a living is the
primary motivation and you fail, you're probably going to feel

like you've wasted your time. On the other hand, if you work on
something you love that delivers some public good and you make

a small improvement in the world because of what you care about,
then that’s going to feel a whole load more worthwhile.”

The problem with public value in the UK is that it's too much
associated with charities and non-profits. This could well be because
the two largest UK public value institutions, the BBC and the NHS,
are rooted in public service. I, however, strongly feel that to relegate
the important questions of our time — the environment, health care,
democracy and the sustainable economy — to non-profits and social
ventures diminishes our chances of solving them.

My favourite case study here is Google. Their original mission — to
organise the world’s information — was incredibly altruistic and
public-spirited in nature: clearly their original investors and then
shareholders ensured that the business generated revenue, but

it would be wrong to argue that profit was their raison d’étre.

I'd hazard a guess that most people don’t work for Google for

the money; they join Google because they want to make a real
difference. The success of the company has led them to increase
reach and impact and critically invest further, expanding their
public value beyond search into numerous other products. If Google
had been a charity or a social venture, it wouldn't have been

half as successful in raising the original funding necessary to go
mainstream.

Over the next five years, the influx of public sector funding and the
refocusing of private money offers an enormous opportunity to the
UK’s digital economy. The opportunity goes beyond simple economic
growth and job creation to finding the key to some of the problems
we face on a national and global level. However, as we attempt to
Reboot Britain, we should bear in mind the mistakes of the past

so we might better understand future opportunities. The UK is
teeming with all the digital talent we need to answer the questions
of the day. To unlock that talent Britain must focus its public and
private investment alike on products, services and technologies that
really matter. This public value mustn't mean overriding traditional
business values. We must give those our digital business the space
and support to build, test, fail and rebuild, but also to be run as real
businesses and not quangos and NGOs. Sooner or later we're all
going to have to pay this public money back, and the key services
we build must be able to innovate and grow.
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