>> Stacy Feuer: Good morning, everyone. While you'rengesettled, I'd to introduce myself.

I'm Stacy Feuer. I'm with the office of internatioiddairs here at the FTC, and we're pleased to
welcome all of you in the OECD today. Being in oufi€af of International Affairs, I'm often on
planes, and when you're on a plane, you know you geleaskicurity announcement. So we here
at the FTC do the same thing. So I'll go through the sg@anmnouncements, and then we'll get
started. Here goes. Anyone that goes through théitgivithout an FTC badge will be required
to go through the magnetometer and X-ray machine pria-émtry into the conference center. So
when you come back after lunch, please leave tinge tihrough the security again. In the event of
fire or evacuation of the building, please leavelhiding in an orderly fashion. Once outside of
the building, you need to orient yourself to New Jersesnue. Across the street from the FTC is
the Georgetown Law Center. Look to the right-fradewalk. That is our rallying point.

Everyone will rally. You need to check in with the persiccounting for everyone in the
conference center. Inthe event that it is safeert@ain inside, you will be told where to go inside
the building. And if you spot suspicious activity, pleasstadecurity. With that, I'll just note that
there is coffee outside. We do not have a coffee lplkained this morning, so feel free to go out
and enjoy the coffee and pastries. And finally, we mtee 21st Century. We have a computer
screen and monitor outside with Google Moderator, sdreelto send and ask additional
guestions through that tool. Also, feel free to twitt€here is information about twittering in your
packages, and also hung up around the room. And with ‘thiat;ri the microphone over to

Michael Jenkin, the chair of the Committee on CoreuRolicy. Thank you.

>> Michael Jenkin: Thank you very much, Stacy, and wegoeverybody. We hope that you will
enjoy this next three days. | think you'll find it stimtihg and an enjoyable exercise, but also
hopefully a learning one. And on behalf of my committeambers, the other countries that are
part of the OECD Consumer Policy Committee, | woikd to welcome to you our conference on
empowering e-consumers, strengthening consumer protéctioa Internet economy. Now, for
those of you who are not familiar with the Consumaicy Committee of the OECD, we are the
only international governmental body dealing with comsupolicy issues. We consist of
obviously the 30 member countries of the OECD, but welase with us, as well, the Business
and Industry Advisory Committee of the OECD and Carexs International. So we do also have
quite a lot of expertise and linkage with stakeholdeugs, as well, on consumer-policy



guestions, as well as governmental experts. So, wettranhthe committee is well-positioned to
deal with this important issue that we will be distog today. And, indeed, it's one that the
committee itself has dealt with for some considertible. As you will be familiar, in 1999, the
committee developed the OECD Guidelines on the Protesti@Qonsumers in the Context of
Electronic Commerce. And since that time, we've agsnlengaged in a number of issues
regarding consumer protection, dealing with not just th@dppities, which are manifest in many
of consumers' involvement in the Internet, which¢aidrse, allows you to shop abroad and to be
exposed to an enormous selection of products and semidesf course, also a number of
problems and issues, not the least of which is being ifamilth the rules of the road, as it were,
in the place you're shopping, but also other issug¢sthantrinsic to the Internet today, such as
fraud and identity theft and so forth. And we as a cdtemhave been working on many of those
issues, as well, over the intervening 10 years, inclusii@gn, privacy issues, and mobile
commerce, identity theft, the rights of consumarsammunications services, and, of course,
consumer information and education. Last year, OEGi3wmer ministers met in Korea to
discuss the future of the Internet economy, and asthge, the committee decided that it was an
appropriate time, given that as you know, on the letesind in cyberspace, time moves at very
rapid pace, not the time that we experience. And wegthiat was time to have a look very
seriously at the guidelines again, given the fact thatexts have obviously changed an awful lot.
We've gone and thought quite a bit about what we need todlovefeel that we need a period of
considerable reflection and analysis. And this conferénthe launching of that process, and
we're very glad that we've got today with us such a wsadection of individuals from both the
academic world, from governments, from the private seatal from civil society and consumer
organizations, to help us today launch this dialogue.r @xeenext year or so, we will be doing an
increased analysis, and we will produce in 2010 an analyspoat, a preview of which is
contained in the background document to this seminar, whtshosit some of the issues and
challenges we're going to be facing. We will, therthencourse of the following year be looking at
the results of that analysis to decide where we datime in terms of updating the guidelines, so
that we hope by 2011, we'll be in a position to have son@useassues and opportunities before
us in terms of the options that we may wish to pursitleer within the context of the guidelines
and changes to them or other policy instruments andtinégathat may be appropriate to be taken.
Now, before | pass the baton to Chairman Leiboweant to just take this opportunity very



briefly to thank a lot of people who have been intrinsigetting this conference under way and
without which, frankly, we would not have been ablgéb this project airborne. First of all, |
would like to thank, obviously, the United States Federadi@ Commission for the work of the
staff in helping to organize this event and for providing bsjausly, with a venue here, as well,
and for arranging for the cyber-casting, as it wend,tae facilities to allow other people online to
join in with us. In addition, | would like to thank Japan their financial support and to BIAC, as
well, for assisting with the sponsoring of our sociadrgs, and for Canada for providing our
luncheon venue later in the course of the confereAcoel, of course, especially I'd like to thank
the OECD conference secretariat staff for all theyrt@ours they put into this event over the
course of the previous several months. And finally, of seuwhank you for coming here and
participating. For those of you who are participatingreménd on the Web, as well, thank you for
being here. And we hope you'll find this a stimulating angehdly enlightening exercise. And
without further ado now, I'd like to turn the chair ow@iGhairman Jon Leibowitz, who is the
chairman of the United States Federal Trade Commission?

>> Jon Leibowitz: Thank you, Michael. Let me jusitThank you, Michael. Let me just echo your
thanks and also thank you for your just extraordinanydeship over the years at OECD in
consumer-protection matters. And let me also, jukiviahg up on Stacy's housekeeping and
emergency warnings -- And we don't expect an emergency torhapaally, but if it does, about
two blocks north of here, there's a fire station, deeh hext to that, there's a liquor store with a
little deli in it. [ Laughter ] I'm looking forward to théanadian lunch myself. Good morning,
everybody, and | wanted to thank you all for coming. jlish going to take this badge off, but |
want you to keep your badges, because we've been having sonesnsralith the magnetometers.
And so if you have your badge, you get to come right backfipou don't, you have to go through
security again. We are delighted to host what we kndWb® just an absolutely terrific OECD
conference, and we're honored that in just a few minatedJ).S. ambassador to the OECD, the
eminent and distinguished, and especially for someonewstgy Karen Kornbluh, will take the
podium -- or sit at the table. Whatever she want®toWe're flexible here. | want to welcome all
of you in the audience here, as well, also to thoseavh watching on webcast, to the United
States Federal Trade Commission. This conferenceragdsbas you know, the 10th anniversary
of the OECD's Guidelines for Consumer ProtectiathéenContext of Electronic Commerce. And



anniversaries are important. According to tradition,tdeast to a faux tradition that was created
by American marketers, you're supposed to present your wyiguorspouse with a gift of tin for
your 10th wedding anniversary. [ Cellphone rings ] Of coufgeu actually -- That's okay. Don't
worry. Of course, if you actually gave an anniversaftyoditin, you would never reach your 11th
anniversary. [ Laughter ] So, let's just agree that incege, our anniversary calls for some sort of
celebration, but not one using tin. More importartalts for this gathering to explore the current
state of consumer protection in the Internet econamaytlinking about ways we can make it
better. We'll be covering a wide range of topics inndwet few days, some of which were so new
that they weren't on the radar screen 10 years agopameaf which are so new that we don't even
know we're going to be covering them tomorrow. Okalaughter ] | know it's early in the
morning. You're an international group. But that waska.j I'm just not gonna go on much
longer unless you listen. More seriously, take theai€e2C, consumer-to-consumer business.
How do consumer-protection laws apply to consumers kEss2lAnd what about digital content?
For example -- And is Paul Misener around? Don't talsepidrisonally. For example, Amazon
famously, or infamous, pulled unauthorized editions of €lfsv"Animal Farm" -- unauthorized, by
the way, because Amazon hadn't secured the copyrigiich consumers, of course, had already
purchased off of their Kindle devices. So think of it. Youwld actually be sitting on your couch
in Ottawa or London or Madrid or Paris or Singaporadmeg about which animals were more
equal than others, when all of the sudden, woof, you knowhoosh, you know, your entire book
is gone. To me, that sounds very Orwellian. [ LaughBart it does remind us that sort of, you
know, we have to think about how consumers' rights apdatations change or whether they do
when the product being sold is digital. Today, we're gdowlaat e-commerce regulatory
frameworks that are currently in place around the woilde'll also discuss the effect that e-
commerce guidelines and related policy instruments have Aad we'll get a fix on the
challenges that consumers face today. We are hebtimaetomorrow's discussions will begin with
remarks by the Secretary of the U.S. Departmenbair@erce, Gary Locke, and the Secretary-
General of the OECD, the inimitable and larger-thénAingel Gurria. Then we'll dive into
mobile commerce, digital content, and consumer-drogertent. What are, for example, the
challenges that consumers face in these areas? rAikdeal 999 e-commerce guidelines relevant to
the new technological environment? On Thursday, we'll begin the issuance of the FTC's
report to Congress on online virtual worlds. This reportudises the types of content on virtual-



reality sites and what steps these sites take, orstéjas they actually fail to take, if you've read
the report, as | have, to prevent minors from acnggsappropriate content. We will then
continue the discussion about children, how they're h@otgcted online and what more needs to
be done. From there, we'll focus on how to achieveuwatability in e-commerce, what actions
should the government take, what solutions should thatprsector pursue. The conference
schedule includes breakout groups, where participantaatesely engage and share ideas. At the
end of the conference, we'll be relying on all of youe Mally want to hear what you discuss
during these breakout sessions so that we can considefuttiratwork the OECD, its member
country delegates, and the private sector should under&akes you can tell, we have a very
ambitious agenda, and thanks to you, Michael, we're al@fftly a good start. Michael deserves
just absolutely enormous credit for so capably chairiegQECD's Committee on Consumer
Policy, I think, since -- 2006, right? Since mid-2006 -- vel®y much work has been done to
improve the lives of consumers. Thank you, as wethé committee's informal working group
on electronic commerce for organizing this conference. riitee on Consumer Policy has long
been a leader in examining cutting-edge consumer-protestoes. For example, the committee
developed in 1999 e-commerce guidelines and subsequent OBEK reocommendations in the
e-commerce area, including guidance on cross-border faadddispute resolution and redress.
Several individuals who previously served at the FTC dilews at this conference. Among them
is former commissioner Mozelle Thompson. Is Mozk#ee yet this morning? Well, Mozelle
will be here. And he chaired the Committee on ConstRoécy when he was a commissioner. It
is a pleasure to have him back. | see former FCCnilssioner Susan Ness. We're delighted to
have you here. She has been a leader in these ssceshe time she was on the Federal
Communications Commission, and continuing to this dayeckE¥e consumer protection requires
really keeping a pulse on the market, on the technotmgthe economy, and on how people are
communicating. And these issues aren't new to us. eAtTIC, we have been trying to think about
these issues really going back as far as 1995, when we Wwelkshop on Consumer Protection
and the Global Information Infrastructure. In 1999, weofeéd up with a conference call,
Consumer Protection in the Global Electronic Marketpldooking ahead. Several of the speakers
you'll be hearing from in the next few days participatethe 1999 workshop. | saw Mark Cooper
here a little bit earlier. | think he might have papated in that workshop. Following that
workshop, we issued a report that said cross-border e-earars still in its infancy, but we need



to look ahead. And, of course, we said we need to looldaheaonly because that was the title of
that conference, but because you really do. Again, kesjare not going over really well. That
wasn't a really good one. But the truth of the mastesross-border e-commerce, though it's no
longer in its infancy, we do need to look ahead. Tkatrto look ahead does remain. And we've
convened numerous workshops and conferences to educate cuaseltbe public about e-
commerce and new and emerging technologies. We've ealali@e profiling, mobile

marketing, digital-rights management, alternative dspeasolution for online transactions, spam,
spyware, and, of course, behavioral advertising, whialyres the next generation of online
profiling, though we all know it has enormous benefitsyvall. Another area that we've been
focusing on in the e-commerce era is privacy, includingstmrder data flows. E-commerce and
the Internet go hand in hand. Simply put, you can'uetalthe benefits of e-commerce without a
discussion about the risks of privacy. And it's a paldity complex area where it is especially
challenging to stay ahead of the curve. For that reqssinyesterday, we kicked off the first
hearing in our privacy roundtable project, really to get pubhput and input from various
stakeholders on models for promoting consumer privaggenNow, as all of you in this room
know, you can't separate these areas into neat boxgacyp e-commerce, and empowering
consumers are all part of consumer protection, araf #lem need to be approached from an
international perspective, as must law enforcemewguse we do need here a global reach. The
enactment of the Safe Web Law nearly three yearhaggiven the FTC an extremely useful tool,
allowing us to share information about fraud and other lahations with numerous agencies in
other countries. This cooperation has also led thetbTé@ke action against against the parts of
those illegal operations based in the U.S. So weharkiig globally when it comes to
investigation enforcement. We brought a case towardsnith@f last year against an entity called
the Herbal Kings. They were spammers selling, among tthmgs, male-enhancement products.
| won't go into any more detail about those products. itBavolved malefactors from Texas, New
Zealand, Australia, fulfilment from China and Indid/hen we took this site down, the amount of
spam went down, watched by Spamhaus and others, by about\NgB&p that only happened for a
week, because, of course, they found other ways to gestaan to consumers. But it just sort of
talks about the global -- It's sort of just anothearagle of the global reach of malefactors and the
need for international enforcement, cooperation. dh fhe 1999 e-commerce guidelines called for
member countries to, and | quote, "cooperate at the ink@naé level through information



exchange, coordination, communication, and joint actmoombat cross-border fraudulent,
misleading, and unfair commercial conduct.” The FTC haksrt this message to heart. Indeed, no
matter where you are from, | think we all recognize ilkegal operators don't recognize borders.
They don't discriminate. And if enforcers are to hawghance to really make an effect, we
absolutely need to work together. The OECD is a temifice to foster and vitalize the essential
coordination and cooperation to accomplish our shared.géadd really, there's no one who
believes more passionately in working together acrossdaoies, national or international or
political, than Karen Kornbluh, our ambassador to tB€D. Ambassador Kornbluh was sworn
into this position in August earlier this year. Beftiat, she served as a visiting fellow at the
Center for American Progress. She founded the WatkEamily Program at the New America
Foundation, where she was also a Markle Fellow, heddtipos at the U.S. Treasury Department
and at the Federal Communications Commission, whidhthgk, where | first met you, and
worked for Senator John Kerry on economic issueserKe well-known as a thought leader on
work-life balance issues. And by the way, if you cchddp me, please, with my work-life balance
issues, I'd really appreciate that. [ Laughter | Wehzare coffee later. And for her commitment to
expanding broadband service to everyone, rich and pd&er eleginning in 2005, she was the
policy director for a junior U.S. senator named Bkr@bama. But this incredibly impressive
résumé really doesn't do you justice. What is reatipderful about you, Karen, is, you know,
that you are energetic and dynamic, and you are a thinkea)Jdo a doer. Sometimes these two
things, as we all know, don't come hand in hand, butaratnbassador -- you, Karen -- they
certainly do. Theodore Roosevelt would have referred tag@aomeone who wants to be in the
arena. We are very, very fortunate that you're hatteus today. And with that, | want to wish
everyone a productive and enjoyable conference. But geas®e in welcoming Ambassador

Kornbluh. [ Applause ] There you go.

>> Karen Kornbluh: Thank you. Wow. They was reallgeni I'm coming back here. [ Laughter ]
Thank you, Mr. Chairman, for your very kind introductiom dor hosting this timely and

important conference. You mentioned that we've knowh e#her for a couple of years. And I've
seen firsthand your vigilance on behalf of consumeoskwg in a bipartisan basis all the time,
protecting them from restraints on trade, from scdrag) threats to the security of their personal
data, and I just think that the American consumer iedibly lucky to have you as the chairman of



the Federal Trade Commission. Thank you for your lesdniler | also want to thank the FTC staff,
particularly Stacy Feuer, for all your work on this coafee. And, of course, the OECD's
Science, Technology, and Industry Directorate, undede¢bdership of Andy Wyckoff, but also
with Peter Avery and Brigitte Acoca. And | want t@ognize Dr. Jenkin for your tireless work on
behalf of the committee. And I'm just thrilled to le¥dnas the new U.S. representative to the
OECD, but also to explore with you just a couple of mgytoeocative thoughts to how do you
think about as you go forward with this conference. Asilvenow, tomorrow is the 10th
anniversary of the OECD e-commerce guidelines, and wiite ©f you might think of
anniversaries as a time for flowers, or tin, I've m=liin my short time at the OECD that it's
actually time for conferences. [ Laughter ] But in addito a conference, as Chairman Leibowitz
said, it should be a celebration. And a celebratidwo things, | think -- one, the Internet and the
power that it offers consumers, and secondly of theeljues and how important they've been. So,
why the Internet? Well, the Internet, of coursahlisut access to information and giving
tremendous power to the individual. And when | was thiglkabout that, | was remembering, in
light of the anniversary of the falling of the war thdten | was a graduate student, | was fortunate
enough to be on a young leaders' trip to Berlin. And weaggo all over Berlin, and they took us
to East Berlin, and we got to see the lines and the cbapi@tments with the extended families.
And they took us to a student, you know, bar, | guess, daiél | remember sitting and talking to
a young East German student and him saying, "This isn't gasihaWe have TV now, and we see
what's going on in the west. We see what you have, amypeople aren't gonna stand for it
anymore.” And that was in 1988. And | can't say that Elew foresight at all, because |
thought to myself, "Yeah, right. What are you gonnabout it?” [ Laughs ] But sure enough,
information gave people power and knowledge, and | thinkitthaade the Wall more porous and
helped bring it down. And since then, of course, thdreén vast new flowing of information
because of the Internet. And when Susan Ness, wl@smissioner at the FCC, and | worked
there, you know, there were a number of policy steyisin place to help speed the deployment of
this nascent technology. And since then, it's sprewanoewhat we could have thought, and it's
made individuals much more powerful in terms of being nateve citizens, more active
employees, small-business owners, and, of course,wdia here to talk about today, consumers.
And e-commerce has just -- | mean, | just don't timekcan forget, you know, at the same time
we're talking about some of the challenges and the propteengicredible boon that e-commerce



has been. It's opened up markets and given consumegorapetition, more choice, more
convenience. And so what are some examples? Yobusadirectly from producers at lower
prices. You can get information about products and ceemmaces. You can buy what you want
when you want, which as a working mother is pricelegsu can find niche products. So, before
| went to Paris, we went on craigslist and got a usegtpamg table, which now adorns the U.S.
residence for the ambassador to the OECD. Come oraadgplay ping-pong. It also allows for
mass customization, so Dell's built-to-order computerd,targeted promotions that, you know,
help you avoid clicking through ads you're not interestednd,increasingly to purchase
information without the packaging, which offers great emwnental boons. So | think we really
have to celebrate that, and we can't forget what aadiidy important thing e-commerce has been
to individuals. And then also, we have to celebragegihidelines, because they really spurred the
development of what we can call this e-commerce ailtlihey've encouraged legitimate and
reputable companies to develop an online environment. And thdelweglhprinciples in the 1999
guidelines -- transparency, cautions against practicesriate unreasonable risks to harm to
consumers -- have really allowed e-commerce to expgrmhlancing protections with freedom of
commerce. They call for a global approach, I'm quotmgohsumer protection as part of a
transparent and predictable legal and self-regulatory framkefor electronic commerce, and that
he's been a critical element in creating the cdytaieeded by both sellers and buyers. So, this
conference is a celebration, but it should also bdl &ocaction to figure out what we can do so that
e-commerce benefits consumers even more in thissn@wonment. Because as you all know, so
much has changed since 1999. We've moved from dial-up to brabaibdmow to mobile, from
business to consumer to consumer to consumer, fronadedytising that targeted mass audiences
to these sophisticated, tailored advertisement and prodeetnpmts. So over the next few days, |
hope you'll make it your mission to ask questions and, you kspark the conversations that'll
help guide a review of the guidelines in this new environrserthat they can be as powerful in the
future as they have been in the past. So, to get thersation going, I'm gonna pose a few
guestions -- okay, seven questions. But I'm from New Ysk;m gonna give them really fast.
Okay, one, what can be done to address consumer nerad®yut fraud? Because for all the rapid
increase in the numbers, e-commerce is still aifnacof all retail sales in the OECD. In 2008,
according to the U.S. Census Bureau, U.S. B2B e-a@rs27%, and B2C e-sales only 5% of
the retail total. So tremendous advances, but still wented. And this is mixed, you know,



globally. Different countries have different nundbeBut one of the reasons, obviously, is fraud,
and this has been a huge priority for the FTC. Consustiéireave concerns about identity theft,
about bait-and-switch tactics by traditional retailend emerging consumer retailers, and they're
not wrong. Many consumer-protection authorities inQiCD countries deal with these
challenges every day. So, what can we do to helpat ¥4m the government do, what can the
private sector do, working with civil society, on frauccomplaint lines, more active enforcement,
more robust monitoring? But, of course, we have to ineanind that government shouldn't be
erecting counterproductive barriers to commerce. %o fr&econd, how can governments
facilitate cross-border trade? Something I'm becomingpalfamiliar with, based in Paris and
trying to buy from the U.S. Well, e-commerce has gr@xponentially since the issuance of the
guidelines. Cross-border trade has a great deal of ulgdlfpotential. In theory, you should be
able to take advantage of low costs in other countribée iEhipping costs and the tariff barriers
aren't excessive. And it could allow countries, suchadxS. at the moment, to export more if
they had lower prices for many products. But even witterBIUJ.'s single market, cross-border e-
commerce only amounts to 7% of all e-trade. Language iswlyia barrier, but there are also
technical and legal barriers that limit consumer choked so what can be done to facilitate
greater trading across borders? It's another questigodor A third one, how to encourage
digital-content trade. The distribution of digitaintent online offers consumers obviously the
opportunity to obtain content flexibly, immediately, evhthey want it, where they want it, without
the packaging, but it's sometimes very difficult to abtbcross borders on law-abiding Internet
platforMs. In its 2008 policy guidance for digital contghe OECD recommended governments
put in place policies to promote accessibility to digitaitent regardless of location. So what can
be done to foster that? Number four, opportunities goong the participative Web, or Web 2.0.
The internet is, obviously, a uniquely participatory mediimne of the incredibly exciting things
about it. It's just changed the way we all interand it now empowers us to develop, rate,
comment on, and distribute content. There are, howewacerns about the transparency of the
identity of web participants, which is another thing tine FTC is working on, having issued
updated guidelines and endorsements and testimonials. lroadthire's the issue of virtual
worlds that the chairman talked about and social-netwgrkiies that create new complexities for
consumer-protection laws. Number five, the move tdilmeonsuming. In 1999, when the
OECD guidelines were adopted, mobile communication waeymly, but technology has



brought us BlackBerrys, iPhones, 3G networks, and compargassing banners, free offers of
ringtones, et cetera, et cetera. The world has relaipged. Mobile banking solutions are now an
option around the world. In 2008, the OECD explored wéretiiie 1999 guidelines were adequate
to address these emerging technologies and the emergeamente issues. In some areas, the
answer is yes. The OECD, however, identified séw@lenges where greater augmenting the
guidelines might be appropriate, such as how the smallo$ithe mobile screens can impair
consumers' ability to access full product informatiordarstanding key contract terms or
disclosures regarding the use of personal informat®medl as the need to protect children.
Number six, privacy. Differences in privacy regulaticas become a barrier to cross-border e-
commerce. If you're wondering if that's true, just askd@begle leaders, who are facing
prosecution in Italy for practices that are compietiawful in the United States. One area of
intense regulatory interest at the moment is behavaalvertising, according to research
conducted by the OECD. Online advertising represents 1@Pe @idvertising industry, and its
growth since 2003 continues to exceed other forms of adwuertist clearly plays a significant role
in subsidizing the availability of unprecedented amountsfofmation. And free content found on
the Web, it enables consumers a great deal of eftigjdout consumers often don't understand how
their data is being used and how it might be compiledprddles of their web activities and who it
might be shared with. So, another thing to think aboubhissiew world of information has data
traveling across borders millions and billions of timekag and Web 2.0 speakers are posting
significant amounts of their personal information, wéuag the challenges for existing data
protections? And I think this is gonna be a fascinating asatien about how to provide
consumers with the power to exercise really meanirgffaices regarding their personal
information, not giving them choices that aren't reelgices. Protection of children is the
seventh and final one. The 1999 guidelines called for spgRlin advertising and marketing to
children on the Internet. Since then, children's exposutechnology has mushroomed. Mobile
commerce, for example, creates particular challémgparents and retailers because it's very
difficult to know the subscriber's age, because thegteelying on a credit card. There's some
easy solutions -- credit limits on phone purchases estatlisy parents, parental controls being
installed on the phone -- but for some of the morecdiff issues, this is another area where you
might explore whether or not government interventsomeeded to promote some of these new
technologies. So, just a quick taste of some of theessghat you might want to think about in the



days to come. | hope you won't lose sight of the oppibyttirat e-commerce offers consumer by
opening up competition, choice, and convenience and finding egw o expand those
opportunities. You've already made a terrific staftaming the issues. | want to compliment you
on all the hard work that's gone before this confereheeincredible report that was done. And |
just want to wish you good luck, and thanks for all your hawck.

>> Jon Leibowitz: Yes. If the first panel would cofoeward, please, now. Thank you very much.

That was very nice.

>> Male Speaker: Everybody ready?

>> Andrew Wyckoff: Okay. Good morning. My name is Andi&lyckoff, I'm the director of
Science, Technology, and Industry at the OECD. It'plegsure to moderate this panel. Let me
quickly give a background of a sentence or two and thewdiate the panelists, because we have a
pretty full schedule here. | was one of those peopieAmbassador Kornbluh and Chairman
Leibowitz were referring to. Way back in 1997, only two geaiter actually the Internet was
privatized, if you can think back that long, | had the gantuhe to work on electronic-commerce
issues at the OECD. And | remember well it was araextlinary exciting time to be working on
these issues, and there were many who were forecastimgnpletely different world by now.

There was a best-selling book by Bill Gates called "Hihetionless Economy,” and there was a
flood. People were predicting a flood of cross-bordenroerce to the degree that they were --
these were serious, very well-respected individudlsat-would erode our existing tax system, do
away with all sales and VAT revenue, and force theldg@ment of a new tax structure built
around bit taxes. Well, fast forward to today, and, miaose predictions did not materialize. But
then again, as Ambassador Kornbluh was just referring 997, no one would have imagined
we'd be sitting here discussing, as we will in a seéctthow China would be an emerging leader
in e-commerce, or that we'd be shopping by mobile phaineady, this would be commonplace in
many parts of the OECD. The objective of this panelytasiéo better understand how e-
commerce is evolving and how consumer policy should adapt | have six panelists who will do
exactly that. And I'm gonna introduce them in the ordat they will speak. First, we have Zhong
Liu, who is associate professor at the Southwestamersity of Finance and Economics in



China. Second, we have Luis Malanaes -- Magalhaey, goesident of the Knowledge Society
Agency at the Ministry of Science, Technology, and Higba@ucation from Portugal. We have
David Mair, head of unit, director general for healtd aonsumers of the European commission.
We have Tae Hyun Moon, head of international corsuesearch at the Korea Consumer
Agency. We have Sucharita Mulpuru, who is the seniolyahat Forrester Research. And we
have Takahashi -- Yoshiaki -- sorry -- Takahashi, resefellow, and a former colleague of mine
-- you would think I would know how to say his name betteesearch fellow at the Economic

and Social Research Institute. Let me start withlNlr. Please.

>> Zhong Liu: Thank you for OECD for inviting me to attehétconference. And | thank for
FTC and other organizers. I'm truly honored to have agehto share words with distinguished
audience online and offline, and also truly honored to with my co-panelists. | am proud to
present how China's e-commerce evolves. So, theéinst that | want to present, that in China,
the China telecommunications industry has gained astagignowth in the last two decades.
Telecommunications is a critical import of the e-comsee As a people, China has remained
almost too digital growth in the last three decades. &imchof demand, such kind of growth
contribute to the development of telecommunicationsabrge the growth of income has resulted in
huge demand. The second thing that the Chinese governraliynheve tried to introduce
competition into telecommunications sector. In 1994, &€kigovernment debuted China Unicom
to compete within the...China Telecom in 1994. Then after 189498, the Chinese government
separated the regulatory functions from the then Minsti§osts and Telecommunications and
made them independent from the operators. Also, in 20@%)gh restructuring of China's
telecommunications, China's government split China Teldotomorthern parts and southern
parts, and they competed with each other. In 2008 agakiyn 2009, China saw the completion of
their latest restructuring. Such kind of structuring, thomgke by the government, has already
contributed to the competition of this telecommunicatianslscape. Now China's mobile
overtook in 2003 another -- the number of subscribensatiile reached 641 million at the end of
last year. And also, broadband access becomes donmr@ina now, occupying almost 85% of
the Internet access subscribers. Another phenomang tsimilar to other developed countries is
that the mobile Internet users grow explosively i k&n three years. The compound annual
gross rate is 90%. Now China has almost 83 million peoplse mobile to access the Internet



according to the latest survey by the China Internet tmédion Center. Those penetrations of this
telecommunications infrastructure are still low. Fotbii® it's just over 50%. For the broadband
Internet's penetration is almost just more than 18Ut the absolute numbers of subscribers and
the users are so large, the magnitude of the hundredmailidrl his large number has already
passed the critical mass that is required to prometdékelopment of e-commerce in China. So,
key point in this slide is that the huge demand and thedattion of competition contributes
development of the telecommunications industry, whictuin leaves a good foundation for the
development of e-commerce in China. The seconde. sébond slide that were already
introduced, the development of China's e-commerce. dsoread the researchers in China
developed the development in China into the followingestafl he first state is, of course, start-up
stage, which happened between 1997 to 1999. Some entrepreneurs irokthinad their degrees
from the U.S. or from Europe came back to China andsé#teir Internet firms by this stage.
Also, in China, there are some indigenous entreprencwsewmulated or copied the business
model of their firms in the U.S. or in Europe to sethgirtinternet firms by this very early stage.
The second stage happened in 2002, due to the bubble. Thexe Wmternet bubble. China's
Internet and the e-commerce industry also saw stagnafibis reduced their business model and
trying to adapt to channels, characteristics by this stéges is very important. Because the main
crisis, they rethink on their business model. So they o adapt their business model to China's
characteristics. The third stage took place in 2003 and 200S.isTwhat is called resuscitation
stage. And in 2005, went through another stage. Was tadjaegspeed growth stage, which took
place between 2006 and 2007. From the slides, you can séaetleaplosive growth of the B2C
firms in this stage. Then the development was follolyedhat's called transition stage, which
due to global financial crisis, again, China's government,gShie-commerce firms recognized
this is a crisis. But in Chinese, why it is called oppativialso. They have been trying to change
the business model. So, during this stage, | think themmang, many innovations. Well, I'd just
like to give you two examples. The first one is thibection of mobile network and e-commerce,
unlike the developed countries. In developed countries, Wesalready established trust system
in society. But in China, especially in the late 19903gtlhee no such kind of trust system. So,
how to get payment from the e-commerce consumers? widsaa big question for the Chinese
Internet firms innovated at that time. Then connleetrhobile network and the e-commerce so the
people can pay through the mobile phones. This, | thimgasl and big innovation happened in



the early of this century. Then the second examplank to present is what's called Internet
currency. In China, there is a firm called Tencergncent in 2002 set up its Q currency in
Chinese. In that kind of Q currency, its customers cartlpaservice through what's called Q
currency. The customers buy just like a prepaid mobile ¥au can buy a card, buy credits,
through the market. They import this PIN number to coecount. Then they pay each other for
the virtual gifts, actually -- virtual gifts with e-cuney. And this Q currency has been emulated by
a lot of Chinese Internet firMs. Yeah. So, during thegyet the distrust still pervades on the
Internet. So, I think the government, other technicaitungins are required to address payment
issues...which concludes my presentation. Thank youppladise |

>> Jon Leibowitz: Well -- One second. Sorry. Weéha slight change in program here. Please.
Sorry.

>> Sucharita Mulpuru: Sorry. The Forrester slides @aline back up. For those of you who don't
know Forrester Research, we are a technology-rdsearopany based in Cambridge,
Massachusetts. And there are about 200 people like nigsmlighout the company who study
various aspects of technology. | happen to cover evaoe and multichannel retail. So, if we go
to the next slide, this is probably a little bit, you kn@amewhat misplaced. Keep going. One
more slide -- Actually a couple more slides. But thian example of the kinds of work that we do.
| do a lot of forecasting work at Forrester. And oh&he primary takeaways of actually these
couple of slides is really about the growth and the p@ivex-commerce now, in spite of the
economy. We are actually projecting that for the hglsizason, in spite of the fact that this is one
of the worst retail environments for the larger brickd-amortar world, holiday retail sales in e-
commerce should continue to grow and will actually gedwa rate of 8% is our overall projections.
The numbers actually that we collected from retatilleas we just wrapped up yesterday actually
collecting and asking them how they did in the montiNavember, the average retailer that we
had surveyed, web retailers, their sales were up by 228cac8ially, our 8% estimate for holiday
retail is actually probably somewhat conservativewdfgo to the next slide, this is our overall
prospective of e-commerce, not only today, but as wé geéhe coming five years. Inthe year
2009, our projection is that overall e-commerce in theddrstates will be approximately $156
billion. That does not include the travel industry, whihpproximately another $30 billion or so,



but the $156 billion comprises physical and digital goodsat@transacted through the Internet in
the United States. If | look collectively at what percthat is of the approximate global total, we
now project the United States and the North Americaaramerce market is about 45% to 50% of
the global total. The second biggest region, of cousdeuiope, followed by Asia, and then we
have an emerging market in the Latin American arfsbmth American regions, which are
emerging and growing, as well, in the e-commerce worldw,Nome of the earlier comments
related to cross-border commerce are very, very tkigch of these figures are primarily figures
in which transactions happen within country. Very, vesy J.S. retailers ship abroad, and even
amongst those that do, at most, it's for a selextpyof retailers that's perhaps up 10% of their total
transaction volume. In general, when they do shipaahrit's more like a very, very small, single-
digit percent. The reasons primarily have to do witipping fees. So when we look at trying to
increase cross-border commerce, it really comes dowaoking at it in two ways. There are
certainly opportunities within digital goods and the educatiorld and in transferring information
in a way that's relatively seamless, just taking acagenbf broadband connectivity. But the
challenges with the physical goods will continue to renoaitil there are ways to solve the
shipping-issue challenges. Even within the United Stahessingle biggest reason now that
consumers still choose not to transact online has twitothe fact that they can often get the
product faster, cheaper, quicker at their local stomd iA many cases, they want to physically
touch and feel the item. Safety and security histdyidalve been reasons, but those actually have
been decreasing as branded retailers with money-back gesranid warranties of their products
have really taken more of an impact on overall kstdes. Now, if | look forward to where the
issues are -- and | apologize for the small fonthaglide -- but really, three issues within the
United States context of e-commerce in particularweasee in 2010 and beyond are issues
related to pricing transparency. We really think thatisbee of cheap prices and the ability that
the consumers have to compare prices online is one bfggest drivers of transactions to the e-
commerce channel that will continue. There are sérging from Amazon, of course, to the
shopping comparison engines, which, of course, are gitdngers. Com things like PriceGrabber
or shopping.com, which certainly are plays that consutanecompare prices and find the best
value for them. The challenges, though, are that ewsncbnsumers expect the lowest price
online, the reality is is that manufacturers have aadegacting greater impact on their minimum

kind of MSRP restrictions. We certainly see this imeandustries, like juvenile product in the toy



industry, less so in areas like consumer electronicsf manufacturers are supported in cases like
-- For instance, last year, there was one with$lapreme Court in which MSRP was enforced.
That is something that will actually work against the Vdelmg the channel of the lowest
transaction price. The second is the issue that weesgmout quite a bit this morning regarding
behavioral targeting, which as many of us know, it'scepuring of click-stream information

about you that then can affect subsequent ads that happigital advertising networks, on future
sites that you may visit. It could also affect the fatproducts that you are shown on the same site
that you may actually transact with. Now, all ofttlsagood and well. The reality, though, is that
there is so much public information now about consurtietscan be appended to that data that
that is where issues surrounding privacy and consumer pooteetlly, really make an impact.
And just by way of example, | was talking to an analytesdor yesterday, and they were talking
about getting retailers information that they could gerfrom your Facebook page or your
LinkedIn page or your MySpace profile and add it to infornmatieat you would maybe see on
Amazon. So, for instance, if somebody knows that yertewalking about this digital CD or
whatever the case may be that you could get a recommanétatio based on something that you
may have made in a comment on Facebook. The thud ieghe United States in particular as
related to sales tax, and United States pure-play Waiterstlike Amazon, like eBay, are favored,
because they are exempt, for the most part, from-sate®quirements, because in the United
States, if you don't have a physical presence in a stategynot required to collect sales tax. So
the bricks-and-mortar retailers are not favoredhat tvay, and they have to assess whatever the
sales tax for that state is, 2% to 10%, depending on dihgdnal state. But that very, very much
favors high-ticket goods, and it favors the purchaseasfdlproducts on sites like Amazon. That is
an issue that states are taking very seriously, bedaissis an opportunity for them to collect
additional revenue and even the playing field. So, thigih, | think I'm probably up at my six
minutes, and I'll hand it back to Peter.

>> Male Speaker: Thank you. Mr. Moon, please.

>> Tae Hyun Moon: Thank you. And thank you for the OEQCP and FTC staff for a wonderful

job, organizing this important meeting. | also appreciageopportunity to talk today and bring
you up-to-date on e-commerce trends in Korea and whataklzas been doing over the years for



protecting e-commerce consumer. The customer use geomesrly doubles within recent 10
years, is closely related to the e-commerce incrieelserea. Numbers of Internet use within
recent two, three years take up more than 75% of Kogtalpbpulation. Almost all of Korean
people use the Internet for their life, including e-conueerActually, Internet users in Korea
access the Internet more than once a week, on wae&tpage, Korean Internet use spanned 14
hours using the Internet. Looking at purpose of Interretlasernet shopping or Internet
commerce, transaction is ranked first in the rankiokpwed by information search, leisure
activities including online games and communications. MNbigtpicture illustrates trend of
Internet using in Asian regions. | briefly explainbdecause of great panelists from China and
Japan join us at this time. The number of InternetsuseAsia has grown incredibly by 527%
from 2000, 2007. Interms of Internet use, China, Japan, arehKanks high, not only in Asian
region, but also in the world. Next slide. Now, we going to look at the e-commerce status in
Korea. About 62% of Internet users said that they wepatch in the Internet shopping,
especially females using Internet shopping than ma&ésm, the rate of purchasing activity,
including the clothes, the sporting goods, are highest with &3f#wed by music products,
videos, such as movies, cosmetics, et cetera. Forgfauence, according to the Korean nationals
piece, B2C e-commerce volume in 2008 amount to 11,000 bila@ean yuan. That's about $10
billion. It is about 2,600% compared to that seven years Aigat. And now, I'd like to turn to...
cross-border e-commerce in Korea. In 2008, around 508-baysler complaints in Korean
consumer agencies. The number of cases is at aslevel with last year. The higher...about
270% increase compared to that for 2006. The reason $agriwth is believed to rise with
increased number of consumer-to-consumer transactiagrity of cross-border complaints
were made by Korean consumers who purchased goods oyéofleasd by...in Korea. This
slide is comparing by region. Contract cancellation dutthe delay, the delivery, and
dissatisfaction with product quality remains the fifslpwed by unfair business practices and
contract objection issues. I'd like to couple my remagkpointing out that two important factors
of the success of protecting e-commerce consumers -tchomprove legal frameworks and how
to manage the main e-commerce issues. This slide sh&wsean effort to protect the e-
commerce consumer regarding to improve legal framewatkn@anaging main e-commerce

issues. Thank you for your time and attention. Thankway much. [ Applause ]



>> Jon Leibowitz: David.

>> David Mair. Thank you very much. | was here overweekend, and | went to the very good
National Museum of American History on the Mallndhat the back of my mind, | was thinking,
"What on earth do | say about the future outlook obeymerce?” And | wondered into the shop,
and | saw a huge book on the shelves. And the book i88ié Sears, Roebuck catalog, which has
about a thousand pages and overall about 50,000, 60,000 produetginAhd | thought, "This is
the eBay of the 19th Century. How much has really gbd®” So, whilst we're trying to look
ahead and see everything that's completely new, | thirddstsworth bearing in mind that some of
the fundamentals of what we're looking at in this pinegi@on of e-commerce have been around for
over 100 years, at least. So, could | have my first,shthéch should have a graph on it, | hope?
Next one, please. Yeah. There we go. So, whagdimg to tell you about this morning in my six
minutes is this thing about cross-border e-commerce, vevietyone has identified as being
something we need to think about. And I think this graphyellseverything you need to know,
which is that it's not working. If you look at the twolored bars, you can see in the light blue that
e-commerce is growing nice and steadily. European carswwho have made at least one
Internet purchase in the last 12 months has been stgaoiWing over the last three years. But you
can see that the number of European consumers what¥e ancross-border purchase is flatlining.
It's just not changing. And we have a growing gap. $suwwmers are getting the Internet. They're
getting e-commerce. They're comfortable, but it'sposthappening cross-border. And by the
way, if we wanted to put in a little line about whene Europeans have bought from outside the
E.U., it would be between 1%, 1.5%. So, again, infinitakinso they're certainly not buying from
outside Europe. Why do we care about cross-border eseoce? Isn't it just fine if e-commerce
carries on on a national basis? We don't think souisecae think there are potential
extraordinary benefits for consumers, but also forfassies if we can develop cross-border e-
commerce and, of course, in a European context to iteegua markets. It's great for consumers,
especially those who shop online, but it's also very goodnhall businesses, because at the
moment, you might be a small business producing a niche primadwehich there isn't really
enough demand in one member state. But if you're taddogit 500 million consumers across the
European Union, there might be a sufficiently largegltail there for you to start producing
something which consumers across Europe want. And wéhafk there's something very



important in it for all those consumers who are mdin@ and who aren't going to shop online,
because if all the marginal consumers are out thengpsing online and they start to shop cross-
border, that will influence the behavior of all theaiksrs on the high streets, in the malls at home,
and they will start having to price their products to tak@awetof the fact of the marginal
consumers shopping online cross-borders. So we thinélliy is an absolutely crucial issue for

the development of the retail sector. Next slideapé. So, we carried out a very large study to try
and understand why these figures are flatlining, what's goingdad we got a leading market-
research company to carry out 13,500 separate mystery-sgapy@oks. They looked for a
hundred products across all the 27 countries, and they ldokbdm first at home for domestic e-
commerce, and they looked then anywhere else in theoEBamoJnion to see if they could find
them. And these are the results we found out of thistly, as we think, there are, indeed,
substantial savings available for consumers, even wheffagbor in all the shipping and

everything else. And we were very careful to do tl&«d, in half of the European member states,
half of the countries, consumers could save 10% or cwrgared to the best domestic offer for at
least half of these products, the hundred products thegheehfor. And, of course, for some
products, the savings were considerably greater. Buy iealbnsiderable opportunity there.
Secondly, and most surprisingly, an enormous numbéresétproducts, you just could not find
online at home. They're not available. You cannotthayn. Perhaps you can buy them in the
shops, but you can't buy them online at home. So inl@kduntries, more than half the products
could only be found online in another country. And therakething we tried to do is actually to
carry out the transaction and to see if businessgsrepared to deliver to you. And what we
discovered is that in 6 out of 10 of the cases, tletravas not prepared to deliver to the consumer.
So it's not surprising that consumers haven't bought onloss-torder, because the traders refuse
to sell to them. Next slide, please. So, we themtsa lot of time talking to various consumers,
businesses, business organizations to try and understapthéhismenon. Why are businesses not
prepared to sell, and why are consumers still being laalkl tross-border? It's a very complex
phenomenon, all sorts of different regulatory and ngudegory factors coming together. We
produced a huge, great report a couple of months ago thatoielis great detail how this all fits
together. But in brief, there are a lot of regulatomyriers for businesses -- different tax regimes
for VAT, the different legal regimes for consumentracts, strange things like the rules on
recycling of electrical products and how that is supposée targanized, which we didn't expect to



find. But the way that regulation is developed meansadttavorth selling certain electronic
products cross-border in certain circumstances. Lawpyright levies that we have in Europe,
the way they're implemented differently. For constanebviously, they're worried about
enforcement. "Is the product gonna turn up? Are the bgslganna be caught?” They're worried
about, "How do | complain if something goes wrong?” Anldl a big point behind all these issues
are questions of logistics, and that's why | went batcké Sears Roebuck catalog. E-commerce is
new in many, many ways, but still, the goods have to géetconsumer's home, and there are
fundamental logistical challenges related to our pogsiéss that we have to deal with. Last
slide, please. In the report, we produced an actem fok what we now need to do. And you'll be
hearing about more of this later from my colleaguese firkt thing we're looking at is to try and
produce a unified regime of rights for consumers. And the're also looking to try and step up
our cross-border enforcement efforts that you'll heauafsom my colleagues. And thirdly, we're
thinking about how to improve redress for consumers vgbemething goes wrong in cross-border
ways. And finally, we're still trying to improve thegrdatory environment for retailers so that they
feel more confident selling cross-borders, and, of cosséhat consumers feel confident buying
cross-border.

>> Jon Leibowitz: Thank you. [ Applause ]

>> Yoshiaki Takahashi: Thank you. Within my limited tirhgyant to talk about three points --
how e-commerce market in Japan has been developiag,kivid of problems Japanese consumers
face, and what topics we should take into account wheupgate OECD e-commerce guidelines.
Let's go to the first one. Slide three gives us a $mpd e-life in Japan. DOCOMO started i-
mode in 1999, and also, ADSL start in the same yearce3iren, the development of the Internet
has accelerated. Now three-fourths of householdsd@mwputers, and 90% of total population has
mobile phones. Internet is now infrastructure for gilaleese. People use Internet much faster
each year and longer. In particular, it is indispbleséor children and young adults. Slide four
shows the B2C e-commerce market size. It increasaat 490 times for decade -- almost same
size as department store in Japan. The slide fivestiwwop site in Japan. They all used to be a
portal site, but now you can see the first is the Rakuinline shopping mall. They have 30,000
shops and 21 million users. Yahoo! Japan now becomesdonin the online auction. 7 million



users use it and exchange 19 million items every dago, Abu can see the blogging site. Slide
six shows the activity for online shopping and auctiodapan are 30s. But most active users for
digital content are late teens. And let's movecoseicond topics. The slide eight, also, there are
many complaint-handling organizations in Japan. Ther¢haee main complaint centers. One is
local consumer centers. Another one is cyber-caamaplaint center by police and anti-spam
centers. Last year, first one corrected 57,000 Intesl@ted complaints, second one 82,000, and
third one 1.3 million complaints. Slide nine shows theret data. It is not limited to the e-
commerce issues, but e-commerce is now top amongabéepratic sales methods. 74% of them
is fraud and billing. Slide 10. This is the figure by age. v&ctnternet use in 30s are also the
most to complain in Japan, but 20s and teens are victithssiarea, as well. Slide 11. This is
because teens get used to the Internet, and most ohtheninternet-connectible mobile phone by
themself. Around 50% of junior high school students hagbileaphones. Next slide. Well, the
major Internet-related cyber-crime in Japan is fravgt @nline auction, but another one relates to
the child prostitution, and that is through the mobile servi85% of victims consist of children
under 18 years old in 2008. Therefore, the most conceragandse parents when the children use
the Internet is sex crime. Slide 14. This showsflmistory of mass Internet fraud in Japan. You
can see variety of fraud, from online auction to e-modeyp shipping, sales of unsafe product, et
cetera. ...cases in 2007 had 50,000 victims and damage estar@iad 226 billion yen. That's
enormous. Lastly, based on my observation, I'd likeeation a few more words for some
suggestion how OECD CCP will explore the e-commeraeeisg he first -- last slide -- we should
emphasize more on the role of Internet giants, $& @d Yahoo! Japan, Rakuten, to improve the
trust on the Internet, because their brand name, limzagk affect the consumer behaviors on the
Internet. They are more than service providers. SHgomost vulnerable in this area are children
and young adults. Internet is indispensable for thenthieytdo not have enough confidence to
live on the Internet. Special care may be necesddryd point is related to the second point, that
emerging mobile commerce leads to new consumer issiesas small screen and payment
scheme. Lastly, cross-border issues are barri@pan) because we have language barriers, but
once we face cross-border cases, it's very diffioudtolve it. Therefore, cross-border complaint
handling framework is very important. Of course, e-camua leaves a lot of benefit for
consumers, but from our experiments, the confidenceysimgportant, so | did emphasize the fault
of the e-commerce, because that is indispensable.k Moanfor your attention. [ Applause |



>> Luis Magalhaes: Well, thank you very much. Well, iké basically in this short time that |
have to address quickly five points. One has to do wetids that we have been experiencing
regarding new means of e-commerce, namely differentéeviThe second is new aspects of e-
commerce, and | mean different applications, that papped up. Then I'll talk a bit about
expected future developments and a few references regaatingmer aspects, namely building
trust, confidence, and assuring privacy. And to finalizejenoizing e-commerce metrics
indicators and data gathering. Now, on the first poety means of e-commerce, we have seen
that different devices with high penetration rates inpiiyeulation, much higher than Internet in
certain cases, have been very important in changeng/ly we do e-commerce, in particular
cellphones. In Portugal, the penetration in the pojoulaif cellphones is 113%, so we are talking
really about very, very large numbers. Also, autontaller machines. Automatic teller machines
are not new devices, as we know, but the use of autoteliéic machines for e-commerce in an
extended way is fairly new. And as a matter of facRartugal, 60% of the population are users of
e-commerce through automatic teller machines networlkell, #¢ a matter of fact, the country has
the highest penetration of ATMs in the European Union's®,500 per million population. It's
plus 15% than Spain, plus 50% than U.K., which is the ttohtry in terms of this sort of
penetration. That is more than double of the averagédmpean Union. So, you expect that
there is there a very important opportunity. And therother point I'd like to address is the use of
sensor based networks, which is beginning, but we are expgeatgdand quite quickly. In
Portugal, actually, what is most expressive from thistpafimiew is the use in RFID highway tolls,
which happens, also, in some other countries. Soutmbers for a country of our size -- so, we
have 10 million inhabitants -- are very significant -- 20i0ion instances of transaction per year,
120 million Euros per year, 66% of full instances of uSe.they dominate compared to any other
means of transaction. Of course, again, it's a higlktpsion device, because we have the highest
penetration in the European Union, which amounts for 2P8tal population, and it is greater
than 2.5 times that of Italy and 11 times that of Frandkell, these means dominate nowadays. |
know that same thing happens in other countries to arcestent, but with very different aspects,
because they have to do with local devices of use. Aadhater of fact, e-commerce through
traditional way of Internet pages is comparatively smiediPortugal, it's only 10% of the
population. So you see that 60% through ATMs, 10% througmtémet, and 22% through



sensor-based networks. Cellphones are even highesdtinae of these figures | mentioned. And,
well, in terms of new aspects of e-commerce, mys@q@wint, I'd like to mention the role that has
been played by e-marketing, so electronic marketing. Ndaoyle use the Internet not to do e-
commerce through the internet, but to obtain infornmatidodecide what to buy and not as much to
order or to pay. Also, we see the effort of the Wébsdrt of effects, and basically, the
strengthening of consumer-to-consumer e-commerce. Awrouose, there is a reinforced effect of
this, too. | mean, consumers place a lot of impogaadhe interaction with other consumers to
decide on what to buy, more and more, and there arédunadased on the overall ecosystem of e-
commerce that are related to advertising and to markétagate receiving major changes because
of that. Now, in terms of expected future developmemédl, more mobile, of course, order and
pay wherever you are, more sensor-based, order and gay g9, more easy-to-use interfaces, as
touch-screen and voice interfaces, very much alongrtés 6f ATMs, but more flexible,

interactive e-commerce. So the kind of e-commeraertsults from interaction of consumer and
producer, like tailoring products to consumer needs andovekethink will develop. And now
there is another question, which is more complex, 'tddike just to point it out. It's the appearance
of new, disruptive business models for the network emgndVNe could give several examples, and
you could give several examples of applications of ilG&E actually require disruptive new models,
like for instance the use of sensor-based networksfaraament Is one that will require certainly
that. The use of sensor-based networks for ambule#weyin healthcare systeMs. And as a matter
of fact, another quite interesting example that is goimg avhat the scientific community's doing

to change the way you access to open-access repositbs@sntific information by building up
worldwide consortia for that to that extent. And thdt change also and will be change many
things and will be appliable to other areas, as well. Noewerms of building trust, confidence, and
assuring privacy... Well, many people already talked athese. 1'd like to stress the ones that |
didn't see so far as much emphasized, like we needex bginalization of reliable providers
through certification or reputational schemes, in paldr led by enterprise associations. Actually,
of course, there is a strong need of legislation andegjoes for consumers-to-consumer
commerce. And there is a special care to be takdnpnitacy in sensor-based networks. In
particular, the right to delete information is very impat in that sort of situation. And to end, on
talking about modernizing e-commerce metrics, indicatord,data gathering, the present

indicators we are using in many of our countries, andiicdytin multilateral organizations, is



outdated. We have to adapt to the new devices of e-carartiet | mentioned. We have to adapt
to the new aspects of e-commerce, like the marketing 2\M@and interactive e-commerce. And in
terms of data gathering, we'll need to use both surveys amdnigifion flow data to achieve

complimenting to these aspects. Thank you very mu&pplause ]

>> Jon Leibowitz: Okay. I'd like to compliment thealdr panel on being very precise in terms of
staying within the limits of the time. We startedt late, so we have a very compressed
discussion right now. But we would love to take a quesiramvo from the floor. But before

taking a question from the floor, | want to take a qoestiom the Internet, from the Web, because
we are being webcast, and e-mails have come forwattie/i@oogle Moderator tool that we're
using. And so | want to put out the first question topgaeel and have a couple of you please
address it, albeit quickly. What has changed sinceagt€dECD conference on e-commerce
guidelines that was held in Ottawa in 19987 Do consunaesto be more afraid of shopping
online now as opposed to then? Who'd like to kick thisafife Thank you.

>> Sucharita Mulpuru: I'll add a point of view. The datd tha have in the United States certainly
indicates that issues regarding security and fraud amalgcimproved. And the reasons are that
the places where consumers are purchasing do tend tonbeo$the larger-branded, multichannel
retailers that only in recent years have really stiaddeemerge. And a lot of the same tactics that
they execute in their offline world are executed indhine world, as well. Now, that said, that
does not mean that there is not a rogue, sinister fmmire plays and smaller, unbranded
retailers that have not made nefarious, you know, ilainganto the e-commerce arena through,
you know, kind of hijacking paid search terms or by, you kr&mply infiltrating the marketplace
on Amazon or eBay. And that's really where conssrderneed to be careful and where these
marketplaces in particular need to really monitor thlealvior that happens in their channels. That's
really where the challenges happen are in the marketplac

>> Jon Leibowitz: Thank you very much. We have timenfiaybe one or two questions from the
floor. Are there any burning questions to what is probtidymost international panel I've ever
seen in my life on this topic? Please. There'saaphone. Just signal. Or else | have a long list
here. Let me pose a question while you're thinking. Aeditst question | have which I'd like to



see someone address, 'cause | think it's one that's aiwidngsminds of some parts -- certainly my
secretary-general, when you hear him tomorrow, but méityats here in the United States --
how is the crisis, the economic downturn, changediévelopment of e-commerce, both currently,
but I'm more interested in longer term? What doestie@n? Is it a catalytic period that we're
going through for the online world? And | would welcome sone on our panel indicating if they
want to have... Mr. Moon.

>> Tae Hyun Moon: Okay. Thank you for the questiothirlk it is very typical question, in my
opinion. And in general, financial crises will change thternet and e-commerce because of the
reduced household income, naturally. So purchases througttieheset -- that will lead to sales
decline of e-commerce companies. However, despite ofrdniket trend, there is some areas of
the e-commerce enjoys the benefit, relatively I thiike content provide for e-commerce
education and online games, to which sales grows during or&ead. And actually, in Korea,
20% of sales volume increase in this area in online gairtbdnk it is all because the economic
crisis reduced...outer equities. But we need then to find eougties in direct relation... Also,
during the economic crisis, customers tended to find ontineation that is relatively cheaper than
acquiring education. | think the economic crisis in saneas, we will enjoy benefit. Okay, that's
it.

>> Jon Leibowitz: Thank you. |regret -- | think we pably have to close this session. I'm sorry
about that. But | encourage all of you to approach theliggmthrough the breaks and lunch and
ask questions that maybe you weren't able to ask herikeltd close this session, and just if you
would join me in congratulating all the... [ Applause ]

>> Michael Jenkin: Now you can hear it. Okay, okay.a&¥e if you don't feel confident in either
English or French, Spanish, please make yourself @it one of the simultaneous-translation
receivers, and you should be able to receive the EngliBheach or Spanish versions of

whatever's being said. And that applies generally for gitwicipants today who do not feel
particularly at ease in English. If you wish to hiwee translations in Spanish or French, you can do
so all day. We're just waiting for a minute or two fome technical hookups, so forgive us. We're
starting momentarily. Okay. | think we're gonna geatsthnow. Welcome to the second session,



which is going to consist of two panels. The first panbbth of these sessions are about our
experience with the 1999 guidelines, so this is your Histtiyn@el section. And we have with us
today a distinguished group of speakers, speaking bothréretthe government perspective and
then from the business and consumer perspective resdgct®o I'm gonna introduce each
panelist as they speak. As | mentioned, two of thesseptations will be in French or Spanish, so
| hope you all have your headsets, those of you who hegad t We will also be having a short
video from Mr. Ho Yul Chung, who is the chairman of K@rean Fair Trade Commission. But
we're having a technical difficulty getting that ableuda, so we may either have it between one of
the presentations or at the very end. So, firstlpfdlike to start off with our government panel.
And | think what we're going to try and do for you todayiptovide both a little bit of a sense of
the experience that we've had in the last decade atetguidelines from the government
perspective, but in particular, as well, look to the fetaibit in terms of the lessons we've learned.
For example, what kinds so issues have we dealt wdllfratm the government perspective?
What, frankly, have we not? Do we need new appraaicheome of the issues that we have had
problems with, or, indeed, need to expand those areas wh&me=had some successes? And can
we focus better on the things we do best, and in paticukhe context, as we'll see in our second
panel, in terms of dealing with other stakeholders, itiqudar the experience of the business
community and consumer groups have had with the guidelinewslagther we need to improve the
partnerships and collaborative arrangements with eden th make guidelines such as these work
better? So, we're gonna start off, as | said, wighgttvernment panel. And the first speaker is
going to be Patricia Ruiz Velazco, who is the deputyatiar general of the -- now | will have to
read this in Spanish, and forgive me, because my Spanigit that good -- [ Speaking Spanish ]
So, Patricia.

>> Patricia Ruiz Velazco: Thank you, Michael. [ SpegiSpanish ] Next slide, please. Okay.
Next. Next slide, please. Next slide. Next slideapke. Next. [ Applause ]

>> Michael Jenkin: Thank you, Patricia, and thank yowkésping within the time frames, as you
know we're all pressed today. And that's a big challengallfof us to try and communicate quite

a lot of material in a very short period of time. Ouxtrepeaker, who will speak in French, is



Monsieur Thierry Skonieny, who is the director of thet@e for Monitoring and Control of E-
commerce in France. So I'm going to turn it over movihierry.

>> Thierry Skonieny: Merci. [ Speaking French | [ Appkdis

>> Male Speaker: [ Speaking French ]

>> Michael Jenkin: [ Speaking French ] Now we'll turn too&thcolleague of mine -- Mozelle
Thompson, who is currently president of Mozelle -- $onry, Thompson Strategic Consulting. But
more importantly, as | think was mentioned by the chairtiis morning, Mozelle served from
December 1997 to August 2004 as a commissioner on the Feddrated States Federal Trade
Commission, and was in fact chair of the ConsumdéicyP@ommittee for a number of years during
that time. So, Mozelle.

>> Mozelle Thompson: Thank you, Michael. Good morning,\evs. | wanted to thank you,
Michael, and Chairman Leibowitz for inviting me here tptiaparticipate in this important
conference to mark the 10th anniversary of the OECD's erenoe guidelines and to discuss
strengthening consumer protection in the Internet econdwayv, | see many old friends and
colleagues out here. Maybe | shouldn't say "oldlajghter ] Now, I'm happy to see that a lot of
you are still continuing to work on these important issukk seems like yesterday that the members
of the CCP were deeply involved in considering how to prat@esumers in the beginnings of
global electronic commerce. You know, in 1999 -- | veaking at this last night -- Pokémon was
the hot toy. And Ricky Martin was the hot singer.dAme were right in the middle of the dot-com
bubble, where the market was investing in anything wittEdnn front of it. While many of these
dot-coms soon became dot-bombs, there were also mgy $pots. Amazon, for example, was
working on growing cross-border book sales. eBay wa$iteapeople to auction everything in
their attic. And from these bright spots, CCP membecognized that the compelling consumer
benefits presented by e-commerce would likely causegtdw. But they also recognize some
other things -- that this growth would only continue if es@mers were confident that they could
participate safely in this new marketplace, and thatweayld not be disadvantaged by doing so.
The CCP also recognized that many of our national cossslaws, which we were based on local



trade and custom, would possibly be inadequate to provide the dégedidence that e-
commerce would require. So this presented CCP membérsheit ultimate challenge --
developing a basic set of guidelines that contained elsneénécognizable common consumer-
protection principles that were sufficiently flexibledover a rapidly changing and growing
technological environment and guidelines that would be ald@ther a consensus. And | think the
CCP did that by focusing on the practical rather tharnideological, and working on common
purpose rather than differences. But if you -- in i#iten, | think probably the most important
thing that we didn't see at the time, it gave all of theeguments an opportunity, a perspective, for
viewing technology and its impact on global marketsyiticlg the consumer marketplace. We
knew that if these elements were appropriately balarsedmmerce would continue to grow, and
businesses would prosper and consumers would be happyl'INowl the suspense. | think for
the most part, the CCP got it right. That e-comméesegrown exponentially -- and we can see
that, especially in the U.S. -- and consumers aretaltke advantage of a much bigger array of
goods at more competitive prices across a whole specfrdiffevent items, whether it's books,
whether it's airfares, whether it's hotels. And tlais @ven had a positive effect in the offline
world. You know, we talk about sales, but what you deg®t in the charts is the availability of
information and competitive information and how thaffected even offline sales of goods where
you -- how many times have you taken something that yowoeafimazon or someplace else and
gone to your local store and say, "But | can get it for 28%.” | also think that the technological
improvements, like expansion of broadband availability thve development of smartphones have
enabled e-commerce to be more readily available to people in real time. But perhaps the best
way to tell that the CCP got it right is that manywd principles that were memorialized in the
guidelines are now taken for granted. Now, let's talluaiatat the CCP did not think about. |
don't think we necessarily anticipated the developmeanoilary issues that also affect the
consumer experience. And -- which is kind of surprisingabse that's what happens in the offline
world. One example is technology helps fraud to grovastsas legitimate commerce. We also
didn't necessarily recognize at the time that lawswleae designed to protect the integrity of
prosecutions often made it more difficult to proseautsss-border wrong-doers. And governments
were still not as forward-looking as it could have beBo.where are we today? In 1999, we talked
about the promise of the interactive web, an Intettmadtreally is a two-way street. But we may
have failed to anticipate exactly how interactiveasme today. Not only in terms of scale, but also



the diversity of content that's out there. You labkocial networks, you look at user-generated
content. Look at the growth of downloads and online servidés also may have failed to predict
the growth of what | consider horizontal communicatjqreser-to-peer interactions, viral
marketing, and the diminishing impact of centralized conthad control models. Yes, and that
includes government. So -- and finally, we may have md$@ecognized the importance of
contextual information. A lot of what we get today @& just what we get from a purpose-driven
website. We may not go to one website for everg ddal with a single thing anymore. We want
to know information in context with what our friends deng, or what's happening in the news, or
other things. So what does this all mean? | believe-t@mmerce guidelines continue to provide
a remarkably good baseline for e-commerce, but governmeatkto continue to work on areas of
friction that allow bad merchants to take advantaggaosumers and prevent law enforcement
from prosecuting them. 1 also think that governmentshasthesses and consumers need to
continue to work together to evaluate whether the releict marketplace can run better for
everyone. That includes examining the core princiflesalso engaging in horizontal information
and innovation streaMs. In other words, creating a cotgetharket for positive pro-consumer
innovation. Finally, I think governments have to contitu@ress against its nature, which is to be
institutional, in order to be more proactive rathentheactive. And an example of this is that the
continued failure for government to take advantage ofriteeactive web. | recall just a few
months ago, | was sitting with a government -- senioegawent official in a country that will
remain nameless. And | was talking to him about howdbancy could interact more with
consumers and constituents, and that they should be Wisg#reonsumers are. And he said,
"Well, you know, in the future, we might get involved ot&l networks and YouTube and
twitter.” And | looked at him and | said, "Are you awarehalf of your total population of your
country's on Facebook? And can you think of any otheepldere half of your country is
communicating, and government is not there?” So | thiakwe have to be a little bit more
creative. The government has to be more creativeaoihsumers and with businesses to talk
about what kind of tools we can provide to make this envirohssaar for the good guys and

making it more toxic for the bad guys. So that's tldlehge. Thank you. [ Applause ]

>> Michael Jenkin: Well, thank you, Mozelle, for thabtightful retrospective there. | think there's
a few points that might be worth picking up in the quegpienod.



>> Mozelle Thompson: Well, you used to have dark haa,larsed to have hair, so... [ Laughter ]

>> Michael Jenkin: Yeah, time marches on. Next, ewsehfrom Italy, Gianluca Sepe, who is a
senior lawyer with the Autorita Garante della Concere€oncorrenza -- excuse me -- e del
Mercato from Italy. Sorry for butchering the name ofiyagency, Gianluca. [ Laughter ] Perhaps
you might repeat it so people will get what it reallylyrsounds like.

>> Gianluca Sepe: | should take advantage, but unfortunétdign is not translated. The
Autorita Garante della Concorrenza e del Mercato.nK$izeveryone.

>> Michael Jenkin: Doesn't it sound much better?

>> Mozelle Thompson: He can say anything. This man agm@asything and be terrific. [
Laughter ]

>> Gianluca Sepe: Okay, thanks, everyone. And Mozellgusaseminded us that we were
already around 10 years ago when the guidelines were rtegadisthe OECD, and while those
were the enthusiastic days of the dawn of the e-conmaerd the economy was enjoying sustained
growth and e-commerce was fastly developing. And nowt Wuapens 10 years later? What
happens to e-commerce in times of economic downturaedieg hair, slowly expanding waists? [
Laughter ] I'd just like to contribute to the discussynllustrating the experience of -- which is
quite eccentric -- of a country representing one ofalgest economies in the OECD, which is still
lagging behind in this particular field that is Italy. Thiemmng, when Ambassador Kornbluh
mentioned the fact that "only" 5% of the retail safethe U.S. originate from e-commerce, |
thought, "wow, that's a matter of measures.” We hayehtome to the point of measuring the
impact of e-commerce sales on total retail sales.aW¥estill counting the number of Italian

citizens who actually use Internet to buy goods and servited those numbers are not yet
encouraging. We feel that the Italian citizens aresmg some of the opportunities they would
have in terms of lower prices and better choicedfthsed the Internet more to buy things or goods
and services. Only 12% of Italians actually do that, imeahe figure is much, much lower than



any other country in Europe, and one of the lowest, dlse compare it with our OECD fellows.
And also the distribution of these sales is quite dcicenitalians tend to buy services much more
than they tend to buy goods. And perhaps unsurprisinglg ¢ountry of such beauty, 50% of the
sales on the Internet relate to tourism. Now, itreethat the development of e-commerce in Italy
is not really hampered by the regulatory framework. tBeitavailable data show that some of the
obstacles actually are down to culture factors, likefdbethat people just want to go to the shops,
and also by a technological barrier. In Italy, thegiedaving broadband access to the Internet is
still significantly lower than in other countries,daall the available studies show that there is a
direct link between the availability of fast Internetass and the willingness of people to engage in
e-commerce. Now, what has changed since 1999? Webxparience at the Italian Competition
Authority -- | called it with the English name; thagisnpler -- shows that this was indeed becoming
central. In 1999, we only had very few cases where e-evoanssues were at stake. And now,
30% of the cases at our direct channel for consumer pomtextually takes originate one way or
the other from e-commerce. And since these casestdippear to show any peculiar --
peculiarities vis-a-vis the other cases that we proseejust an increasing willingness of
consumers to complain about what goes wrong in e éf e-commerce. | have to say, and this
is an important thing that also, from the regulatorg silat we have to take into account, that e-
commerce consumers seems to be more informed, more,aamal more ready to act upon their
rights than ordinary consumers actually are. The adgry framework has changed a lot in the last
10 years. Italy has implemented the OECD guidelines gutensively and fully by adopting new
regulations on business to consumers distance caaadtacts on both B2B and B2C e-
commerce, and more recently, we revised the regulathdusiness to consumers and fair
commission practices, which of course also appliesdonemerce. So, the regulatory framework
is in place. It works very well. Where it can prblyabe improved is on the rationalization of the
competencies which are currently shared by several agemdieh of course creates problems
when, in the field of e-commerce, a single conduct nragacts on the competencies of several
people. What works well? Well, we will hear latertoday, perhaps, that the private sector self-
regulation, co-regulation, seems to work quite well. yTdevelop trust marks, which work very
well. There's an increasing trend towards participatebsites where consumers are invited to
exchange their views with other consumers, to post amtsnto interact with their sellers, and

with other fellow consumers. So we have a lot of pegyeer review of sites, of products and



sellers, which seems to be quite, quite good and usefuk -Nout at the same time, | have to say
that the brand loyalty seems to remain the primamnedior consumers on the marketplace. Now,
just to use a metaphor, Italian consumers, they terabjp &round the web pretty much like they
behave in their towns. Basically, they stick and tiegy to hang around the neighbors that they
know better. They like to go back to the shops that kinew. And they trust the advice of their
family and friends, but they're more cautious about tattiegadvice of people they don't know,

and they certainly are not willing to talk to strange¥aw, although some consumers still report a
concern about nondelivery, or incorrect delivery of gotitsse are usually consumers who do not
shop on the web. People who do shop on the web arematroed. This does not appear to be a
problem. Even on the dispute-resolution mechanism, gy $o work pretty much the same way
as the dispute-resolution mechanism that we have foecehop sales. They are not any different,
at least at domestic level, | will say. But there also other things which haven't changed yet in
our national landscape, and they should, perhaps, changsoon. Now, when the guidelines
were released in 1999, 65% of Italian consumers, thegdeaaat the payments on the Net were not
safe. 10 years later, that fear is only down to 52%.t'Stwo little. That's really something which
can hamper the ability and the willingness of consuntebe on the Net. And what's surprising is
that on the other hand, the firms, they seem to be gappy with the level of security of the
payment systems at the moment. On a scale frond ltbey rate our payment systems which are
reputable with a minimum score of 3.7. So they are happwt that. So, is there a problem that
the firms are not aware of and the consumers aig tbere just a matter of educating consumers
and starting awareness campaigns on the side of the gamfhnfthis certainly is a topic to be
addressed. Things must change on this one. And secondhaghadt changed is the willingness
of consumers in Italy to engage in cross-border sal¢beInternet. We have heard this morning,
David Mair from the European Commission saying that @tyto 8% of European consumers are
willing to shop cross-border. Well, that figure is dowr% in Italy, which is really too low. And

it cannot be explained just making reference to languagetsatinat certainly exist, or
technological barriers. Certainly, something must beedorencourage consumers to make them
believe that we can act on their behalf even whemesioing goes wrong vis-a-vis a foreign trader.
And just linking to what Patricia and Mozelle have said, | think that where we should really
work a bit is on the field of international corpoaati International corporation mechanisms remain

10 years after the guidelines patchy, unpredictable, andufiffo manage. And I'm not talking



only about the wider global field, but also within Europbere the legislative convergence has
now been acquired. So it's not a matter of just madigtantive law converge, but creating the
formalized institutional mechanisms for agencies arobedwmorld to effectively cooperate with
each other. Now, just going down to my conclusiomstaly, the trend is quite positive. We
expect a growth of e-commerce in the country whic¢heshighest amongst the large OECD
economies. And the growth of e-commerce has beerefustiosted by the economic crisis, which
made consumers more prone to go to the Net to shopti@r lopportunities and lower prices. And
we are witnessing for the first time an increasdédale of goods as well, which we've never seen
in Italy before. And this is certainly brought about by trisis as well. And also, that's the best
way to persuade people who've never been on the Net talgs et and buy things. The single
most important factor, which according to the datahéostudies, might persuade consumers to go
to the web for the first time to buy things is prid¢ot security of delivery, not the elimination of
technological barriers. Not enforcement or whateVes.the price. And also, actually, our
government agencies have been very engaged in this.eglator for insurance created their own
website for price comparison where you can check tleesobn the market in the field of
compulsory insurance for cars, and then you can gettier Iprice, and you have compulsory
offers by the companies who are represented theredhatan use for two months if you want on
the Net, or at your agency through ordinary channels. Mdwlst further initiatives like this one
can certainly help at the domestic level, | just wargtress once again how important it is that
cross-border cooperation between agencies is realgdsap, both in terms of quantity and

quality. That's enabling government agencies to act quagidyefficiently if something goes

wrong. Thanks very much.

>> Michael Jenkin: Thank you very much, Gianluca. We hawe our final presentation from
Andrea Rosen, who's a colleague of mine in the Depattoféndustry. Andrea is the Deputy
Commissioner of Competition in the Fair Businesscttas branch of the Competition Bureau,

and I'm gonna turn the floor over to her now.

>> Andrea Rosen: Thank you, Michael. Good morning, everygbdich happy to be here with you
this morning. And I'd like to first thank the OECD for inmtji me to participate in this forum, and
for being so accommodating. And also, to express mytgplatio the FTC for their usual generous



hospitality. And also for allowing me to see snowtfwe first time this year on U.S. solil rather
than Canadian soil, which is really strange. [ Laugh&b, getting to our -- | want to thank
Gianluca for a great segue, because I'm gonna take you irgnfdreement area rather than the --
I'll speak a lot about the guidelines, although | will tooatthat. | think many of you would agree
that those responsible for regulation and enforcemehteie-commerce landscape, we're in -- all
of us are in an era of pretty much self-diagnosis atrdspection. So this conference is quite
timely, and has afforded me in my area of responsihldityeflect on the competition bureau's
approach to electronic commerce. The successes we'vihbdathallenges we've had, which are
obviously many, and the questions that arise when weashifocus from the conceptual issues of
e-commerce to the practical realities. When techriyobaglves at an incredible pace, how do you
make sure that the processes and the tools that wethdiag will be relevant to the challenges of
the electronic marketplace tomorrow and in the futunéernational guidelines such as those at
OECD has diligently and expertly issued in many aregseaally those relating to e-commerce,
are essential to provide a basic framework for addressusg-border e-commerce issues, and to
breathe life into the dialogue upon which internatio@lperation and collaboration is based. And
| can't stress this more seriously than that. litsprovides the common denominator, the common
language, the common approach, that we can all take mageets fail, and we have to address
fraudulent activity. The challenge is to operationaliee guidelines and also to develop best
practices and secure their effective adoption by as mg@gcies as possible. Only then can we
work towards action that has the clear and measunaiplacit of both building trust in the
electronic commerce and marketplace and truly influendéiadehavior of its participants. We
know that we are seeing an increase in e-commerde cbmés-border and domestic. This means
we're in a position to both coordinate our activitieand it would have to be coordinated -- where
matters are only domestic, or solely domestic, and catgpen cross-border issues when we're
dealing with e-commerce that faces some cross-bom#e.trFraud continues to know no borders,
clearly. While we have far to go to truly eradicate pinactices that erode competence in e-
commerce, the Competition Bureau has been working witlpartners -- many of you in this
room, in fact -- and has developed a best-practice emf@teprogram that has begun to achieve
these goals. Through Internet sweeps, at ICPEN andrih Mmerica, we have cooperative
efforts in cases involving our three markets. TodayjK&ltb briefly share some of those thoughts
with you and propose how we can rise to the challemgeigh the adoption of international best



practices and enforcement. | think you probably all krieat the Competition Act has deceptive
marketing practices and advertising practices provisionafy to all forms of commercial
representations, including those made online. So I'm wgfkinm that perspective when | discuss
our enforcement program. So what are the actual ingrsdie a good cross-border online
enforcement program? Sort of like a recipe for succass hen gonna start with the most
controversial, of course, 'cause it's the most #onfidentiality regime that acknowledges the
trans-border issues absolutely require sharing of easenélligence and evidence -- that's number
one. We at the Bureau are able to share with foreigncaggeon a reciprocal basis, and we will do
so as required. Two, a willingness to set priorities akd &ction in a joint fashion. We see our
partnerships as coming under one coalition. An abiltyto set priorities together by coming
together once or twice a year and actually discussmd¢rénds in electronic commerce, the areas
that require action. And identifying those high-risk condiat we should really put at the top of
our list of activities to take on together. And if we @doose the targets for joint enforcement
together, either through collaboration or just coordimatit really doesn't matter, we will make a
difference. Baseline metrics from which to measureess: Our intel will let us know what level
and scope of undesirable activity is out there. Itdivalus to begin to work to reduce it, and also, it
will determine when we can stop. And when | say stoggan when we can move onto a
different target and another online threat. Nimble psee that start with international
cooperation in mind. This is key. When cooperationasigint of as an afterthought, we may
never get there. We must look for areas where weeagnd not focus on the areas and where we
can't do anything. We have to generate a joint operatenaltthat focuses our enforcement
procedures. We need state-of-the-art software todlstbdast, effective, and pervasive, and
reduce the time required to identify and take enforcemeioinacSo we can take sufficient action
to make a difference. It's not good enough to have ©REN sweep a year or a couple of other
sweeps that are going on in particular regions of thidw This needs to be something that's
addressed at a higher level. And remedies that ftdhduct. These include monetary penalties or
fines, asset forfeitures, restitution, including redreffectuated across borders -- | think we've
heard that already this morning -- jail, private acti@ukjcation and outreach. In fact, as some of
you know this, here in Canada, we amended our legislatidnmproved the remedies at our
disposal to achieve deterrents, and we're looking forteasdeing the impact that this new
legislation has. So with all of those ingredients,shiould be able to attain the following results. -



- remedies that target real and sustainable changénavioe, both by perpetrators and by
consumers, performance measurement that includes edetssessment of the behavioral change
and other success measures. And I think this is a dialbgtieve all need to have. We haven't
talked enough about these performance measures. Repariing successes to convey the impact
and value of our efforts to encourage trust in e-commdrt@nk communication is key and we
need to keep that up at the forefront. And most impdytatis what is absent right now from our
recipe and results, and that's complacency. This tixeeBcwork to banish from our midst. It is

the antithesis of what is required in the changingtedac world, and the enemy of success in this
field. For every action we take, there's an evaluatfomhether or not the processes should be
repeated, discarded, or evolved. So, I've talked a littieboitit, you know, intelligence. And I've
talked about technology and how important it is. Skilld competencies in order to deal with that
-- those technologies and enforce the laws, our aztltread education, and most importantly, the
leveraging of our partnerships, which I think you can't do withho this world. But in order to

stay within my time frame here, I'm just gonna go andtsatywe need to put in place a foundation
for cooperation and enforcement to reduce the explaitatigurisdictional boundaries, as Mozelle
mentioned earlier. We need to set priorities togdthepllaborate and increase the impact of our
enforcement and our compliance and our educational effévesneed to exchange information
and expertise and we need to continue the dialogue at QBEDther networks to ensure that we
address the impediments to growth in e-commerce by nptwwanking toward the same goals, but

rising to the challenge together to develop a truly glodsponse. Thank you. [ Applause ]

>> Michael Jenkin: Thank you, Andrea. We're running, agag&vitably, short of time. I'm gonna
ask and throw it open to this floor just for one or twaclwjuestions to the panelists. Anyone?

>> Male Speaker: That's good.

>> Michael Jenkin: Okay. All right, well, look. |sure, yes.

>> Anna Fielder: Yes, thank you very much. I'm Anna Fielddy question is about the solutions

on corporations offered between agencies. A coupgbaiédlists mentioned that. When the
enforcement agencies have so little resources toanfyoperly things in their own country where



e-commerce is growing exponentially -- for examplay koow, our consumer organization in the
U.K. had to do their research and report it to thec®fif Fair Trading for them to prosecute
unfair term contracts. How is it going to be done onrternational level? | mean, is it practical?
Is it achievable, and how?

>> Michael Jenkin: Okay, panelists. Comments?

>> Mozelle Thompson: Well, | think cooperation is thdy way to do it cost-effectively, in the
sense that it allows agencies who are seeing -- ustialigonsumer is being victimized in one
country, that that perpetrator is victimizing people ineotcountries as well. And that research that
one enforcer might do doesn't have to be duplicated im pthees. And | think that the real
challenge is that in -- is to remind enforcers thabse they may have some of the tools that they
can work with, that they actually have to go out andtheen. They have to be proactive about it.
And not be complacent. And sometimes something thanttdeok like it's quite as high a priority
to you that in the next go-round, somebody else will lsmveething that you would want them to

do for you that's a high priority for you. So it kindk@flances out at the end.

>> Andrea Rosen: I'd have to agree with that. | thiekels two areas. One is the coordination,
which allows more than one agency to be working on tcp&ar problem, even if there is no
cross-border context to that, because we can all feameach other, and we can beg, borrow, and
steal from each other, which is what we do constaight now, ‘cause that's the only way to go.
And that is, for example, we -- if we're educating coners, we often use each other's tools and
put them up on our own websites and use them for our onsueners, but we don't have to create
everything from scratch. We can sort of share the leuye and share the tools that we have to
use, and we have from the -- from the OFT, we've petvaliings on our website. From the FTC,
we've done the same. And we've translated into Frencim@n8panish, making it easy for our
consumers to understand everything. And on the coopesadienwhere we have -- where we do
have cross-border issues. Victims in one jurisdictioth perpetrators in another. There's
absolutely no way to do it without out that. Therelsecause even if we aren't able to take action,
a joint agency -- a counterpart agency can, and thh#ssvimportant to get it done. Otherwise,

it'll just never happen.



>> Michael Jenkin: Yes, Gianluca, and then Patricia.

>> Gianluca Sepe: Can | just add something? Actuallfjyeattoment, for several jurisdictions, the
issue may not be a pressing one. But as Presidemvii&zbsaid this morning, you also have to
look a bit forward in this particular field. And I thinketlmain issue is to use international
cooperation to step up the capacity of agencies to evgntaellle these issues when they will
arise. A lot has been done, like Andrea was mentionitige context of ICPEN, but a lot more
needs to be done in order to allow agencies to agtizatkle these issues. Second, just to give
examples borrowed by the U.S. experience, but alsther jurisdictions, agencies should have
the ability to prosecute wrongdoers in their own counteesn when their own citizens are not
affected. Because that's prerequisite to providing meaniag$idtance to fellow jurisdictions
when you are asked for help. Third, you should have thigyaoilcollect and exchange

information during investigations. And fourth, which doesa#m that important, but it is
important. You have to be able to provide informatioyou cannot do something. The
information as to who can help in a particular matteéheir own jurisdiction with a particular e-
commerce-related matter. And I'm thinking in particulathefcases where e-commerce becomes
pathological. You have a scam or an outright frauncthat case, you know, our agencies may not
be the best place to interact with you. But at legsshould be able to direct you to the competent

police forces in the jurisdictions who can help.

>> Patricia Ruiz Velazco: Thank you, Michael. I'd likeadd that inspired international
cooperation seems to be very slow in the sense ofgalse of its law with problems and we have
to sign confidentiality agreements, or memoranda fromnstaleding, and so on. | believe that
even if, at the end of the day, we don' finish widbanmon enforcement action, the simple
dialogue among agencies or among authorities is veryymditecause we can exchange ideas and
experiences. And then it is like if we allow to berba kind of alert system among us, so then
each agency can use its best tools or instrumentstey fste a problem. Maybe in Mexico, we
don't have the enforcement abilities that some othéZBembers have, but we can still work on
the case, maybe through education or orientation to awerswor providers. So | think it's very
positive if we don't have still a perfect system fdeinational cooperation.



>> Andrea Rosen: Michael, if | could just add one snmafig. | just want to give an example of
the situation where victims are not in the country. rdently had a challenge to one of our cases
relating to victims outside of Canada. And we won an alpp8ut in the meantime, we managed
to clarify our law because we didn't want to take any césithat we would lose an appeal. And
we've made it clear that the victims -- that the pulbblat ts addressed on any particular
representation does not necessarily have to be ind@ariacan be anywhere in the world. And
this is something that is -- you know, clearly recognibhesiature of e-commerce and its

international aspect.

>> Michael Jenkin: Thanks, Andrea. Well, we're gonn&eman to our next panel. But right now,
I'm going to ask you to look at a short video which we aesgnting. We were gonna hopefully
have this at the beginning of our session. It's someduactory remarks by Mr. Ho Yul Chung,
who is the Chairman of the Korean Fair Trade Commmss#nd could | ask the panelists for the
next session to come forward while the video is on® Khjust like to thank our panelists for the

first session for their very effective presentatjaarsd for helping us today. [ Applause ]

>> Ho Yul Chung: I sincerely congratulate the OECD e+rt@mte conference. I'm very
privileged to have this opportunity to... on the opening ddaii@tonference. As you are all
aware, OECD set up the guidelines on e-commerce in 1999y@commanded its member

countries to adopt effective consumer-protection measuegsommerce. This led the member...

>> Male Speaker: Running.

>> Ho Yul Chung: I'm Chung Ho Yul, Chairman of Korea Hamde Commission. First, |
sincerely congratulate on having OECD e-commerce corderefm very privileged to have this
opportunity to address you on the opening day of the confereks you are all aware, OECD set
up the guidelines on e-commerce in 1999, and we commandedrnitben countries to adopt
effective consumer-protection measures in e-commerbe led the member countries to revise
their institution so that consumers can conduct comaldransactions online safely. As a result,

e-commerce market of the world has grown significamthtlie past decade and now takes a large



share of the economic activities in each country. édwer, the rapid development of information
technology has greatly changed e-commerce environmém &xtent unimaginable just a decade
ago. These days, both international and domestic ereooe are increasingly considerably. In
this sense, | believe it is timely to have this confeesto respond to a changing environment of e-
commerce and promote international e-commerce. Nbg li®that this conference focuses on the
roles of the government, business, and consumers wldatoar reflected in the revised e-
commerce guidelines. The government needs to make nfiores & create the system and
environment, enabling swift response to a fast-changing ereooe in recognition that consumer-
friendly e-commerce market is essential to the e-camengevelopment. It always has to adopt
appropriate measures to prevent consumer damage and edusateers and business
continuously. For the business part, gaining trust fromwuoass by providing them with accurate
information on products and safe transaction methadpsitant because consumer trust, in turn,
expands e-commerce market and offers opportunity for profis. Lastly, consumers have to be
wise enough to recognize that the development of e-cooendepends on their own consumption
and that e-commerce reduces transaction costs, them@imypting economic opportunities. In
short, the government, business, and consumers all meledtheir part for e-commerce
development. And this is the only way that we can medrthe effect of our walk toward e-
commerce. In-depth discussion now made on several temganatters in this conference. First,
there is a need to actively respond to factors inhibitinglévelopment of international e-
commerce. In this regard, we need to find a way to coopetateationally in resolving such
matters as different languages and legal system and alufanf@rmation sharing on fraudulent
websites. Second, each country has to implementgsin@asures for private information
protection. Therefore, a discussion is needed on speaditers of both governments and
businesses or private information protection. Third, e&drto revise the guidelines in respect to
the rise in C2C transactions. Therefore, | hopetthsitconference is an opportunity to explore
ways to apply the guidelines which currently cover B2C to.C€Gnsumers should be able to buy
products safely online. So the last thing | expect fromatdgerence is to discuss specific
measures and methods to ensure consumers purchasingwshielyis provided only in principle

in the current guidelines. | hope that there is actiseusision on all the necessary matters for the
revision of e-commerce guidelines. | also hope this cenée is a venue for active opinion

exchange and international cooperation on e-commericankTyou.



>> Michael Jenkin: That was from the chair of the éoFair Trade Commission. And now we're
gonna move on to our second panel on the guidelines, vehatmmentary from other than
government, | guess. Which is quite a broad swath of thais and organizations. Now,
guidelines and consumer protection are not simply a fumcti what governments do, and in fact,
consumer protection in this area doesn't work effelgtiw@hout the partnership of many others.
And we have an interesting group together here today to speakaoe from an international
organization's perspective, one from the standards worddfrom the business community, and
one from consumer organization. So | think we're gdrane an interesting variety and spectrum
of views here on what's the guidelines been like fronpthiet of view of the non-governmental
partners in this game who play a very key role. Novstart off, we're going to have a
presentation from Cécile Barayre, who's the Econdffairs Officer, IT Analysis Section,
Science and Technology and ICT branch of UNCTAD. Swjl€.

>> Cécile Barayre: Thank you, Michael. And | would likethank you all to give us the
opportunity to present to you a little bit what UNCTADI@Ing. So, in the area of ICT and law
reform and also present some suggestions to take into acttwideveloping country perspective.
As you know, the OECD guidelines were drafted for OECD be¥s) and now we're gonna see
that developing countries are also counting in thisyeuf want to have a truly commercial
environment, anyway. So, let me try by starting by provigmg some elements to have a
developing country perspective. Unfortunately, we don'e lzany global data on e-commerce, but
what we know is that a large share is concentrat&2B But we know also that there are many
bottlenecks, including legal bottlenecks, to realizirgabmmercial potential of ICT. And to start
with, we talked about it a little bit this morning, illisery. But also e-commerce culture, not in the
sense that Gianluca mentioned earlier, but in the sbas@eople are not used to buying anything
from the Internet. The access, of course, is otkeoimpediments, and we talked earlier about
broadband. But it's the same if in developing countrieshave seen an increase in Internet use
and mobile applications recently. Broadband is stiudi{ethe digital divide in developing
countries. And this is, as we stated earlier, an dmpent. Of course, when it comes to legal, even
if there's not much e-commerce activities in thosetiies, well, they're still aware that without an
interest and confidence they will not go on the Ireeto do any commercial activities. And also



in addition to the shipping cost, as we mentioned this mgrmve are talking about how to deliver
successfully a good from one country to another. 8stimentioned here some elements about the
ICT deficiency in developing countries. So we know tlateloping countries account now for
almost 50% of the world Internet users. We know that thhereasingly use mobile phone, and
there's one person out of two, nearly, by the end of 28@88had a mobile phone. However, what
we don't know is what the use of Internet by mobile prayee We know a little bit that, for
instance, in Bhutan, they think they do e-commerce bed¢hagare managing now to deliver milk
through mobile telephone. Before, the milk producer waxdd throw away whatever he cannot
sell because he doesn't know how to contact people toHay;, I've got this quantity of milk. Are
you interested?” So now it's an opportunity for thera, iSBve look into -- rapidly into Internet

use by enterprises, UNCTAD is also measuring the usgterhlet by enterprises. We have very
few data. We're collecting data from about 20 non-OmBt@mMbers in other countries. So, you
know, there's a lot of discrepancies if you look atusage of the Internet by enterprises in Finland,
and, you know, where more than 9 out of 10 companies ang tne Internet for banking
transactions. Or for interacting with public authositieBy comparison, in developing countries,
the situation is quite different, of course. Accordinghi® national survey we have from Egypt and
the Republic of Korea, for example, the most commek tanducted via Internet is to send and
receive e-mails. Only 2% of the companies includederBtpyptian survey, they use Internet to
interact with public authorities and only 6% have stattedo banking on the Internet. And we do
know, of course, that household are not -- | mean, depgach the country's situation, varies
between and within countries, of course. What we kisotlve use of the Internet is mostly
concentrated into a public Internet facilities. Fotanse, in Peru and Paraguay, half of them are
going to these places to get connected, so they doe't aw know, they all can't sit back and
relax at home to see what trip they want to go omyl@tever the developed countries would wish
to do. So, unfortunately again, | don't have any figurethi® number of OECD members who
have adopted the guidelines. We have recently publishedyawhich is outside on the
organization of cyber laws in America, where, of coucsmsumer protection is one of the issues
we're looking at. And within the region, only Mexicoas was mentioned earlier -- has adopted or
implemented partially the OECD guidelines. Most oftithee in fact, people do not know about
the OECD guidelines. So that's what we teach in the eptarslirect them to international texts
that could make reference to within their legislati@ut we know also that they are concerned.



Even if e-commerce does not happen, they are concbyngadu know, whose jurisdiction is the --
if I'm doing, buying something in another country. Theycangcerned with fraud, in particular
with the use of new application on their mobiles. YWha also know -- and that's where -- an area
where we should be active and hopefully cooperate manebuilding the capacity. Starting with
the basic capacity. Because they don't even haveutisti or they're developed, and they don't
know -- they don't have a clue of the basic concept mwmer protection, let's face it. So what
that is doing briefly to create awareness, we havaiaing course available in English, French,
and Spanish on the legal issue of e-commerce. And weahaeelule, a complete module in
consumer protection. We are preparing comparative stadiesgional organization. The one |
mentioned earlier on Latin America. Another oneisiog out in Central America. And we also
help drafting cyber laws. This is, as you know, we dide'hton that -- we haven't yet, but the
process of adopting legislation in a developing counteyen longer than in developed countries,
so since 2003, for example, we have been trying to help@@dimto integrate within the same law
some elements of consumer protection since the lawolgs and be shared with private and
public entities and have to go to parliament, they havdugabout e-commerce. You know, it
takes quite a long time. So we are trying to train allggople along this chain. And you'll see the
list of countries we are active in. I'm not going tertion them. So what we have been trying at
the invitation of the OECD -- what we have tried to prepsusome -- highlight some areas where,
you know, if we consider that we should revise the guidgliard we have to take inevitably the
developing countries' perspective into account, we haveafth area contained in the guidelines,
and I'm not too sure if | can go, | have a full slide latt Or if you will be able to read the text
that we have prepared about that. But as | say, wene perception in the developed world are
different in developing countries. So let's take, f@maple, the concept of unfair practices, which
is not subject to judicial consideration in developing ¢oes. So one of the option could be that
the concept through an indicative list of example -erhaustive list, of what are broadly accepted
as unfair commercial practice, is attached to the guaiegli Also, we place great hopes in the
labeling schemes, because these are visual -- canVisagl aids for people to know, you know,
what is it about, and regardless of language, also. Mffard to fair business in advertising and
marketing practices, the concept of deceptive and misigauhd fraudulent practices are widely
understood across developed country systems, including aivd@nmon law. By contrast --
sorry. Yeah, this comes back to my previous pointysafyout unfair commercial practices. What



| wanted to make a point here is that we cannot lrauadeveloped countries the same standards
as in developed countries. So as an alternative to, yow,Krecause it could be for developing
country, a barrier to entry market, so as an alter@asnch business could be expected to comply
with the guidelines as a surrogate for the legal regirhdseqotential target markets. If we look
now quickly, an online disclosure, as an alternatiiext-based information requirements, needs
to be developed and promoted. So we mentioned labeling esherfacilitate understanding and
trust in e-commerce. Also, it was mentioned eanligth) the use of a mobile phone, you cannot
print, or you cannot even save the record, so ther@a,agaicould put, you know, put in place
procedure by which the information could be at no charge bsee-mail or text message to
facilitate and retrieve whatever they need to to ensucase of a dispute. With regard to payment,
whether again a mobile phone in all countries, | wowd #as is a point where we find a
commonality. So maybe that's where we can havetfesito come up with suggestion. And we
certainly need to look at that, because this is a tredéveloping countries now. For dispute
resolution, just going to mention that for developing caestrclearly, alternative dispute
resolution are not the substitute. They are the onlyfarathem to handle disputes. So, even
though it's not common and it's still also facing lotslifffculty common to the problem we have

in developed countries. So, the guidelines should acknowtadgéifference, and also recognize
that the government should play a significant rolavaey, okay. Most of developing countries do
not have a policy in terms of privacy protection. Anthight be appropriate that they deal with it
in a common text, not as a separate issue. And fireddlyut cooperation. UNCTAD is already
cooperating with international law-making bodies such asd-also with regional institution and
commission. We are promoting, of course, internatitnd. We are creating awareness. We are
not a law-making body ourselves. And we propose forcihiigerence that we stay associated to
that to reflect developing countries' perspective. Wddccalso prepare a study on the status of the
implementation of OECD guidelines in developing coestrand also explore ways to strengthen
our cooperation in the area of research and actividesl anything that could be proposed by
anyone. And of course, this is subject to funding anditiasil because we are not a rich

organization. So, that's it. Thank you very much.pplause ]

>> Michael Jenkin: Thank you, Cécile. Next up is Dr.né&grhan Webb, who is with the faculty of
business at Ryerson University in Toronto, but is spedieng today on behalf of the Consumer



Policy Committee of ISO. That's the InternatioBagjanization for Standardization. So,

Kernaghan.

>> Kernaghan Webb: Thanks, Michael. It's a pleasut® here and an honor to be here. | want
to move quickly, because | know time is of the essei8t® the focus of my presentation here is
basically to talk about ISO, the International Orgatmrafor Standardization and its connection,
potential connection, potential relevance as a suppletm¢iné OECD guidelines. So, let it first be
said that OECD itself acknowledges the role of inteonal standards in support of regulation and
recommends support for the development and use of intarally harmonized standards. So it's
built, basically, into the constitution of OECD thhkere should be use of international standards as
a supplement. And | would argue that standards such asdéesleped by ISO, which stands for
the International Organization for Standardizatioe, apotentially important way for extending

the reach of the 1999 OECD guidelines, or any amended or reisgdn that might come out in
the next while. Probably most of you here are familith ISO to some extend or another, but
very briefly, ISO is an international non-governmébtady that many governments of the world
participate in, including the government of Canada, arehtifbies, the government of the United
States, many of the governments of Europe and developingyiesunin fact, there's about 145
member -- national member bodies that participate@ I8's a federation of national member
bodies. So, when -- first point to note, in comparaith OECD, is that ISO has a broader forum
of participants than does OECD. So when | talk aboensian of the OECD guidelines, one of
the ways it can potentially extend is because itrbash, for example, to virtually all of the
developing countries of the world. So to the extentl®@t standards can incorporate and draw on
variously referred to OECD standards or guidelines or lag/ghe case might be, international
treaties, they can basically touch people, countmelsyiduals, organizations, that are difficult for
OECD to handle directly. There are a number of $&hdards that have direct relevance to B2C
e-commerce. I've listed four of them here. 1SO 1000i¢hwdeals with customer satisfaction
codes of conduct. Many companies have codes of conduatamgof these codes of conduct are
not for the -- specifically for the online world. Btisipossible to develop a code of conduct for
online activities, and indeed it's oftentimes a very gded ias a way of conveying to your potential
customers and actual customers, "here's what we stahdAiso, obviously, complaints handling
and dispute resolution are very key factors in electromromerce fields, because you are dealing



with cross-border issues, and in cross-border issessgue is raised, exactly what happens when
things go wrong? So, to the extent that the organizatmmsvork out approaches, drawing on
internationally agreed-upon standards, this enhancekétbdiod that the customers will be
happy, and then therefore governments and governmenircespwill not be called upon to
address those issues. And now there's going to be aaesasd dealing with -- specifically
dealing with business-to-consumer e-commerce. I'll talkerabout that in a second. All of the
standards listed directly above here are developed undertttie or platform, on the platform, of
ISO 9000 quality management, which is probably the mostkmelvn set of international set of
standards in the world, quality management. Most ofnaue probably seen the signs on
buildings or in advertising and so on that say that acp#at business is ISO 9001-certified. And
this is basically a very well-recognized way that thirdipa can verify that the processes used by a
particular organization are consistently following a ipaftar approach. So it's very useful, and the
e-commerce standards build very comfortably on that98@D platform. So, ISO has
considerable reach potential beyond the OECD in tefmeadket penetration in the developing
countries. The approach taken in these ISO standandstsl would call a management- or
process-oriented. What | mean by that is the -- IS@tghe appropriate body to set substantive
norms of behavior. ISO looks to inter-governmental lodiech as the OECD or the U.N. or
bilateral arrangements between countries, and thosbeasstities most well-suited for setting
substantive norms of behavior for individuals and orgaiozat What 1SO is very good at is at
management standards or process-oriented guidance standatussibally provide how-to
guidance to companies without specifying that this is thd &fvy@rivacy that you must achieve or
what have you, because that is something that's &etinSo, they're not intended to be the basis
for third-party auditing. These standards ISO 10001, 10002, and 1@@DBased on past use
patterns, the predominant users of the ISO standard&elyetd be the private sector. There's
approximately 1 million facilities around the world theve been certified to ISO 9001, and
almost all of those are in the private sector. Ststla indication of the potential reach of the 1SO
standards. Of course, ISO standards can also be usettds/ad supplementary sources of
guidance, and in fact, in Canada, the Competition Bureaused them as a way of explaining and
elaborating on rules with respect to environmental clanasother countries do that as well. So
it's not uncommon for governments to use ISO standami®tide supplementary sources of
guidance with respect to laws and intergovernmental instntsn So the new 1ISO B2C e-



commerce standard, of which I'm going to be the conwefritiat particular standard, so the chair
of that standard, I'll likely have a title that looks stmgg like this. Quality Management
Customer Satisfaction Guidelines for Business-to-Coesitectronic Commerce Transactions,
and it will provide principles and guidance in designing, dewetppmplementing, maintaining,
and improving a flexible, responsive, effective, and measulalsimess-to-e-commerce decision
making and action framework within an organization. Attdoiild explicitly on the 10001,

10002, and 10003 standards that are already in place. Thisxaple of what the table of
contents of this new standard, what it might look lia, cutting to the chase, it will have guiding
principles dealing with such issues such as the needefie th be commitment within the
organization, capacity to deliver on whatever are the doments made, and there needs to be
visibility concerning what is said, accessibility by consusnresponsiveness, accuracy,
accountability, continued improvement. There needs &ppeopriate information provision,
language, contract formation, online privacy, and so omd you see a lot of those points in 4.1
through -- 1.0 through 4.17 are highly similar to the OECD gimdslthemselves, and indeed the
intention would be to draw on them to the extent wmatcan. So, the bottom line here is that this is
an opportunity for governments around the world to participetiee development of this standard.
Intergovernmental bodies, such as OECD, is also wed¢c@and there are many examples in the
past of intergovernmental bodies participating in IS@Qddads, so it wouldn't be breaking the mold
for them to do so. But also the private sector anduwmer organizations are encouraged to
participate, and indeed, both private-sector and consurganiaations participated in the
development of ISO 10001, 10002, and 10003. So, it would be buildimgt@@xisting record of
participation. So | highly encourage governments and thiogeu who are not in government, the
private sector and consumer organizations, to particigaeh as, for example, the Consumers
International has been a major participant in IS@daeds, including the ones I've just mentioned.
So the underlying theory behind this is that the OECD guidene the 1SO standards help to
reduce the space for bad actors by providing authoritative giadaat would allow good actors to
shine. And | guess you could also say the easier it is tbadright thing, and the harder it is to
engage in improper behavior, the more likely it will batthood e-commerce practices will prevail,
and the standards, as with the OECD guidelines themsaheeaays of showing how to do the
right thing. And in the end, trust in e-commerce willrease. So, thank you very much. | don't
think there are in fact time for questions now. Butddve the slides up here just for a second so



you can see my e-mail in case you want to reach manbethis immediate forum. Thank you very
much. [ Applause ]

>> Michael Jenkin: Thank you, Kernaghan. And there bala chance for some questions, as the
previous session, at the very end here. So next I'tdikek Ms. Ronnie Goldberg, who is the
Executive Vice President and Senior Policy Officertfa United States Council for International

Business to come forward and give her presentation.

>> Ronnie Goldberg: Thank you. I'll do it from herehét's okay. I'm honored to be with you
today to present to you the views of my own organizatt$CIB, which is the U.S. affiliate of
BIAC, the Business Industry Advisory Committee to the @EEb both the views of USCIB and
BIAC business perspective on the consumer-protection iguade I'm going to make a few
general remarks and then touch very, very briefly oeetlsubjects. The first is the business-
consumer relationship, or a perspective on it. Thergke the issue of enforcement. And third is
some remarks on business implementation of the guidel@bsiously, one of the greatest
benefits of the Internet is its ability to faciliéatross-border transactions, opening greater choice to
consumers and widening markets for business. The OECDh Wwhigys together governments
with key stakeholders, including business, organized labdrc@msumer communities, is
particularly well-placed to develop balanced instrumemds rteflect both policy makers' concerns
and current market realities. And OECD has indeed playach@ortant role in developing
guidance for consumers operating online, beginning of cauthehe development of the 1999
OECD consumer-protection guidelines that we're herelebrate and to discuss. For the past 10
years, the OECD guidelines have helped facilitate onlares#&ctions by providing guidance for
governments for businesses as they formulate and imptdaves, policies, and best practices to
ensure consumer confidence. | think it's important teereber that these guidelines operate in the
context of a large family of OECD instruments intendeg@romote the growth of innovation and e-
commerce. These include, of course, the policy guidetinagell as lesser-known guidelines on
such subjects as online identity theft, protecting consufr@arsfraudulent and deceptive
commercial practices across borders, protecting and emipgveemsumers in communication
services, addressing emerging consumer protection and empeantessues in mobile commerce,

and digital content. Taken together, this body of waitélresses the central issues and concerns of



all parties operating in the commercial online worldit 8ur focus today is on the consumer-
protection guidelines, the key role of which is to strike bhlance between principles-based
guidance on the one hand and the flexibility necessaagdress fast-changing technologies and
evolving business models on the other. Thus, they allowdth harmonization of consumer
protection across borders and flexibility for nationgbiementation for legislative processes. And
they can accommodate to the rapid evolution of busimeskels and technologies so that policy
does not impede innovation. Implementation of the gundsltakes place in the context of
changing risks and threats. The breadth and flexibifith@® guidelines can likely adapt to these
changes, but context-sensitive and appropriate educatibguasiance for both consumers and
business is important to ensure that they are implemhefitectively. Models and examples must
be up to date based on existing and emerging issues and.tht@acepts of implementation must
also be updated to ensure that consumers are able tmtanst benefit from emerging
technologies and evolving business models. Too often,intetitioned implementations that don't
keep pace with technological developments form uninteatioarriers or unnecessary burdens to
innovation. One example might be requirements tifatmation be provided in a certain form or
place. And these may not be consistent with nelni@ogies, such as mobile commerce. In
short, we believe that the basic principles establighéae 1999 guidelines remain valid. But at
the same time, more can be done in their disseramagiaboration, and implementation. We
should consider whether and how they might be redednduilt upon to apply to the many new
models of e-commerce prevalent today. A word aboubilk@ess-consumer relationship --
obviously, the relationship of a company with its conssnefundamental to good business
practice, and to the company's survival. Consumer dissaitsfacan now be expressed easily,
indeed instantly, and publicly online through social networksodimelr media of potential mass
dissemination. Competition and alternative provideesatso ever closer, with consumers able to
exercise choice among providers at the click of a molrstant feedback further enables business
to adapt quickly to ensure that consumer demand is met &rslering that consumers can safely
participate in the online marketplace with their privaogl consumer rights properly upheld. The
interactive nature of e-commerce has served as antamponeans to build enhanced business-
customer relationships and extends customer services acioss and offline retail environments.
Moreover, more information on products and servicesusaailable to consumers, as we've

heard, including for those offered offline and traditioc@inmercial settings, and where e-



commerce facilitates access to products and serviceshibom. This information may be
packaged with convenience and advisory services that msthist consumer shopping and
browsing experience. In this context, effective pgcastrelated to providing understandable notice
and choice are essential. The high-level principlegireral OECD instruments, including the
consumer guidelines, can provide direction for all staklkshe in establishing best practices. A
word about enforcement. We're representing compantaseneficial intent and legitimate
business models here. lllegitimate commercial agtmitline continues to be a major challenge for
business, governments, and consumers alike. We've aleady how trust is being damaged by
fraudulent players, and they hurt businesses, they hostiozers. Malicious actors take advantage
of a combination of factors, including the distributed apdn nature of the Internet, low barriers to
entry, cost efficiencies of e-mail, and the vast@@oonomic and demographic differences amongst
users. Government, industry, and consumers in civiespshould work collectively to identify

and prosecute these fraudulent actors who engage in fraeliesland identity theft. It's

important, though, to distinguish between legitimate ilaglitimate businesses, and also to ensure
that legitimate businesses are not unduly harmed by nesasken to combat these challenges. In
this regard, greater and more effective enforcement dirgxigws is necessary. As we've heard
in the previous panel, and we certainly endorse the viatctbss-border cooperation is essential
in addressing substantial threats to trust and security-aathmerce. A word on business
implementation of the guidelines. Industry initiativake different forMs. These include self-
regulation, most often with a government backstop, ssdhere in the U.S., where we have the
FTC, implementation of redress mechanisms, educatiopaigmns, and technology-based
initiatives that support consumer protection. They eatisectoral, local, national, and global
levels within and across industries. They are an itapbcomplement to regulation in a rapidly
changing technological environment. Business has developiy @&zcessible product

information and information online for questions and probleggarding products and services as
well as complaint mechanisms to register consumer prabl@dd business is continuing to work
to make this information more easily accessible andfusedly. The increased involvement of
consumers in creating and sharing information has leddssio initiate customer-feedback
mechanisms to report on sellers' activity and publicizeghn online marketplaces. Reviews of
hotels and airlines by travel websites are good examplassiness making the most of
collaborative Web 2.0 Internet to improve customertgafad satisfaction. Business has launched



education campaigns that include information on technolag@&ssupport consumer access to
legitimate digital products such as music and video, exiplgaithe benefits and use of digital rights
management technologies. It is this combination of emess and proactive caution that will keep
users' online experiences secure and positive. Busirsesadively leads educational initiatives in
Internet privacy and safety, and in the widespread andmefduse of privacy- and safety-
protecting technology tools. While business is providinggheols, they are also engaged in the
sale and promotion of products or services. Therefoesetefforts may be treated sometimes with
unwarranted suspicion by some consumers. This migatuseful area to explore as a fertile one
for more public-private partnerships in outreach and educatiooonclusion, let me just say that
BIAC and its members provided the business perspective shsbeassions that resulted in the
original guidelines as well as those that have beena@selover the last 10 years. We believe
that OECD continues to have an important role to pirg, and we look forward to continuing the
dialogue, not only in this conference, but going forwasdya examine how to update the
guidelines, to ensure they provide the basis for effegtiggection, and remain relevant for the
next 10 years. Thank you. [ Applause ]

>> Michael Jenkin: Thank you, Ronnie. You're going up théd&ay. Next and final speaker for
this panel is Dr. Mark Cooper, who is Director of Reskat the Consumer Federation of
America, and naturally, Mr. Cooper is gonna give the gons perspective.

>> Mark Cooper: | don't have a slide presentation. tllikes to stand when | talk. And | do have a
rather different perspective on what's gone on this mgrnind you've heard the details of the
massive explosion of digital-economy products and practitat many of us believe have placed
consumer interest at grave risk. But at the outseteo€onference, I'm not gonna do those details.
You'll hear a lot about that. | want to give a big-pictexamination of why | think that in the past
10 years, we have failed to develop the policies necessgmptect consumers in the digital
environment. And why in fact this might be the momentmwe can change that and begin to
build a new consumer-protection structure. | suggeswbdtave failed to provide the necessary
consumer protections since the guidelines were issueddgetiaidecade -- that decade since 1999
-- was in fact the crescendo of what some peoplecaaiho capitalism. It was the height of market
fundamentalism. The efficient-market hypothesis, whidues that the outcome of the market is



always better than regulation, and anything you do to regiatsarket will undermine

innovation, actually dominated the landscape for thellsiears across the globe in a fashion that
had never been equaled before. However, the effioranket hypothesis is buried, if not dead
beneath the rubble of the financial meltdown in the. Lh&d around the globe. | would suggest
that policy-makers should challenge the efficient-miahggothesis in consumer protection just as
it has been challenged in the financial markets, partigutaEurope. Not so much in the U.S.,
although we're trying. | believe that the challergyracessary precisely because the systemic risk
of inadequate consumer protection parallels the problamadéquate potential regulation in the
financial sector. The fundamental problem is exatidydame. They key to the financial system
and the key to the commercial system of exchangess tiDestroy trust, and the system can no
longer provide its proper function in society. The digéngineers in cyberspace, like the financial
engineers on Wall Street or in the city of Londom davelop wonderfully productive instruments
when they empower consumers, but they can alsodigdningly destructive when they destroy
trust, and that is exactly what happened in the finanagakets. That is what can happen in the
digital economy, and that is why the digital econasgot growing nearly as fast as some people
thought or would hope. And in making this argument ovep#st year, | always start with a
statement from Alan Greenspan, one of the most famdwuscates of the efficient-market
hypothesis, and certainly the most powerful architeth®financial system that was collapsing. It
was made on October 23rd last year. And | quote, "Tabas who look to the self-interest of
lending institutions to protect shareholders' equity, mhyseluded, are in a state of shocked
disbelief. 1 made a mistake in presuming that the s&dfést of organizations, specifically banks
and others, was such that they were best capable otfangténeir own shareholders and their
equity in the firm," end quote. He made that statemeah¢rucross-examination, and he has
disappeared from public life since he said it. You hantesaen him quoted once almost since that
moment. We in the public interest have always beliekatithe pursuit of private profit is not
always synonymous with the public good. But Greenspan guestep further. The pursuit of
private profit, he now tells us, may not even be synans with the private good. Fundamental
observation. The lesson we must learn from thikds regulation is not a tool for the ex post
clean-up of the occasional market failure or problemguReion is the ex ante tool of prophylaxis
to prevent fundamental market failures. Regulationleamed in the New Deal in the 50 years
under it is a preventive measure to keep the systemdanugi So, therefore, we must build



digital commerce on a fundamental observation. &aemptor -- buyer beware -- simply does not
work in a space where the consumer does not havemnastée technology to protect themselves.
The technological arms race between e-companies asdimers is lost. It's over. Consumers
simply cannot command those technologies becausertbey too fast, they don't understand
them, and if they are not rendered easily comprehensibigect to rules, the consumer will be
overwhelmed. Fundamental observation -- if we begimfthat premise, we then can rebuild
consumer protection in the cyber age. And | would sugbesiust like the growth of mass
marketing in 1950s destroyed the relationship between buyeérsedlers in the shop -- everybody
knew almost everyone they were dealing with, they hadpgragonal relationship. When we began
mass marketing, with department stores and large grobamnys; in the 1960s, we changed the
fundamental basis of product viability law. | understantigimot very popular these days. But it
was absolutely necessary to replace the obligation cfelter to the buyer with a new legal
framework, and you go back and look, and all those laasgdd in the 1960s because the
relations of exchange had changed in the 1950s. Thatdyewxdat we must do in the 21st century
if we intend to build our commerce on this new forner¢hange. And so it's been a decade since
the guidelines were put in place. | don't think they'veeda particularly good job. You've been
hearing a lot of people who say they have. There tnme to waste in starting to build a new
system of consumer protection. And that system mubaibed on an intellectual foundation that
worries less about inhibiting innovation and more aboundp8ust, admits that self-regulation
simply cannot work in this space because the interégti® @ompanies as private companies are
too powerful. Their perverse incentives are too stroffge asymmetry of information between
consumers and producers is too great that either #egttof the private companies or the
marketplace will actually do the job. We need to dtarh the premise that consumer protection is

the first thing we do, not the last thing we think of. fAlhgou. [ Applause ]

>> Michael Jenkin: Well, thank you very much. Thattstaf a stirring call to action. Suitably,
just before lunch. So, we have 15 minutes, luckily, foistjoles. So, | think, and Dr. Cooper just
raised, | think, some interesting and fundamental isswes in his last comments. So, I'm gonna
throw it open to the floor, first of all, for questionkalso have one or two from Google Moderator
as well, which I'd like to raise. But the floor's opéeres.



>> Male Speaker: | have a question for Dr. Cooper. ¢&aguestion for Dr. Cooper. How would

you proceed?

>> Mark Cooper: Well, | mean, there's two things to dme @ for the past 10 years, certainly in
the U.S., the agencies that had the authority have patdeeking to exercise that authority as
vigorously as possible. They have been asleep at thehswa put it mildly and benignly. They've
been in the pocket of the industry, if you want toitdike it is. So each agency needs to look at
the worst mistakes of the past 10 years. And each agerdg to go back and battle against that
precedent. And | have advocated this across sevenediffeansition teaMs. If the consumer-
protection people in this agency can identify a decisica@ase that they think was wrongly
decided, they need to, one, develop the proof that demosstratgs wrongly decided, and, two,
then seek out a new case in which they can changedbedant. And so we have a problem here
where you walk into court and the agency will say, "$togp merger,"” for instance. And the judge
will say, "well, under the theory of this, we allowdse mergers in the past, so we can't stop this
one.” At that point, the agency has to hit the judgehe head and say "that case was wrongly --"
judges hate to change their minds. "That case was wrdaglded.” | think a top-to-bottom
examination within the agencies can go a long way towandeating those mistakes, but they
have to start on day one, and they have to implemant rhat said, clearly, when you -- and that's
when | mentioned product liability in the 1960s. I'm a raateof the liability battles of the 1980s.

In the 1960s, it became clear that the structure of prdidbdity, which had existed in a world in
which | knew the shopkeeper and the shopkeeper knew meger lwas adequate to govern those
relations of exchange. And so we passed some new Migschanged court precedent. It's a big
agenda, but if everyone believes that e-commercéaldigpmmerce, is gonna be -- as big and as
important as it should be, then we cannot shirk frormtesd to have a legal framework that
actually will support a viable system. We thought we haewith finance in the 2000s. | mean, it
was wonderful. It was purely innovative. Anybody codddanything. It turns out that's not such
a good thing. Some people have to be told there a@rcénings you can't do. And so you need
legislation, but you also need aggressive agencies tomgexand find the key decisions that they
think were wrong and change those every day, every ntaimnget a chance.

>> Michael Jenkin: Okay, thanks. Other questions froarfldor? Pippa?



>> Philippa Lawson: Thanks. Pippa Lawson from the @amalnternet Policy and Public Interest
Clinic. Thanks to all the speakers. It was a vatgresting panel. One of the challenges, | would
say, Mark, in maybe getting to a specific of -- undergdeeralities that you spoke about, | think,

is -- has to do with online contracting between busageasd consumers. And the assumption, |
guess, that consumers read and understand the termgratctaine terms of service. And the fact
that one of the things that the online medium perisitke communication of more and more terms
and service than ever would have been possible in a papsyrenent, and very easily, just using
hyperlinking and clicking. And we all know, everyone knpths&it consumers don't read those
terms of service. And in many cases, if they did, wooldbe able to understand them. So how do
we get around that problem that I think is allowing busiresséake advantage of -- by putting in
more and more terms that may be unfair or bordering aaruhhot illegal, and which the
consumers are being held, often by courts, to be boundysbapause they have clicked the "
agree" or they've said that they read it and underst@odiiagreed to it. But we all know that
that's not actually what businesses expect. Businkas@sjust as well as everyone else that the

consumers are not gonna read these or understand them.

>> Mark Cooper: Well, the interesting thing is that fealty big and important transactions, we
don't trust the consumer, right? So, society, if ook about it, when you go to buy a house, we
have basically mandated exactly the kinds of inforomathat has to be provided. We have a whole
series of searches that we professionalize. We &saemed that the consumer is incapable of
executing that transaction without an immense struduirgormation available, mandated. Of
course, during the sub-prime crisis, we learned that peapléggnore their fiduciary

responsibilities anyway. But -- so sometimes we syrsply, "here is exactly what you have to tell
the consumer.” And sometimes we require the constortave a third party who is, in theory,
independent, to execute that. Those are obviously bigatdans. On smaller transactions, | think
the most important thing is to require a clear opt-ieeerything. Now, that sends a shiver down
the spine of the e-commerce companies, but let's bewl®y. For exactly the reason you said.
The question is, who gets the benefit of inertia? Riglh you have an opt-in, you really force the
consumer to make a decision. The businesses know thatdonsumers are not asked to opt in,
they won't opt out. They are indifferent. So wedeehave that initial shock, so to speak, where



the consumer is now made fully aware that a very mapb thing is about to happen. We need to
establish some distance between the consumer asmeenand the consumer as self-protector. So,
we're big advocates of giving consumers a lot of opporttmisay no when, of course, the thing
that businesses are interested in is giving them eveyriymity to say yes. You can see those two
things as flip sides, right, but the question is who bedurden of proof? On whose side is
inertia? And if you shift it, you change dramatically thetribution of outcomes.

>> Kernaghan Webb: Just to add on to what Dr. Cooper gaid.l hate to bring up theory,
because it's lunchtime, and you weren't planning on talking tteatges, I'm sure, but the
underlying assumptions here have to do with things suchrgsiic®r sovereignty. That is, that
consumers actually have the time, the inclinatiomegtra, the expertise to read over these things
so that if you give consumers this opportunity, they willreise it responsibly. However, in
practice and in theory, there's another approach whialoisn which is something called bounded
rationality, which says that actually, consumers anda@ylse, they don't have the time. They
don't have the inclination. And they will make decisibased upon imperfect information. So,
what's the answer to that? One is to say, well,dets as much information, let's give as much
decision points, informed decision points to consumexstlay will make the right decision.
Another approach is paternalism. That's to say, "welke the decision for the consumer because
we know what's right for the consumer.” I'm not sgythat Dr. Cooper has the answer. I'm not
saying that Dr. Cooper does not have the answer. Whaaling -- these are the underlying
shoals and tides, riptides, that are behind the simpleigauedtclicking on a website. The
interesting thing about a website is at least the welsies provoke an opportunity for the
consumer to click, and that is recordable, as opposed ptepgoing into a shop and buying a color
TV without really thinking about whether or not they hav®ugh money for it. And there's really
no -- all these little increments of opportunities decision making. They just say, "Here's my
Visa card," and that's the end of the discussion. tSanteresting that | think that the Internet does
offer opportunities for more informed decisions, even thougbuld say right now with you that

we all just click, click, click through and never actuadlgk at it.

>> Mark Cooper: Let me pick up on the paternalism queshecause it does -- intellectually, it
makes it easy to understand that we're arguing about tieegoricnot the principle. So, if you say



this is paternalistic, don't let people take advantagermésne. Sometimes we say, "hey, that's
obvious," when we talk about kids, right? Everyone imiaely agrees that society should be
paternalistically protective of children, or of healthcafermation, or of the elderly, or of the
elderly. So we don't shirk from identifying the places rehmaternalism is widely accepted and
universally encouraged and supported. The question then beeoanesthat's why | start from the
premise of the difficulty of caveat emptor. In a spatere the technologist on the other side is so
infinitely more capable than the consumer on this dideuld argue that we begin to blur the
bounds of -- we change our perception of what's too pdistitaright? You're not supposed to
protect adults because you're treating them as childiail, when you face a technologist who
can gather information in the most remarkable ways andithashetheir website so you have no
idea what's going on, the answer is that the consumtbat situation is but a waif, a child, at the
mercy of the supply side. Now, obviously, | say thithm extreme. But it is, in my view, it is
absolutely critical for us to change our mind-set so wénldegstart from the premise that
consumers need a lot more protection and help tharhtheybeen getting. And maybe we can
negotiate to a reasonable midpoint. If we don't chargenthd-set of the last 10 years, we will

leave the door open to the catastrophe of the destmumttiust in cyberspace.

>> Ronnie Goldberg: Well, I'm not gonna engage in aolatgcal debate, except to observe that
every single person in this room is a consumer. Spgald a consumer, | rather resent the notion
that | need to be treated like a waif or a child whemhtwto buy a book on Amazon or a toaster. |
will just simply observe that the same hyperlink cap@hihat the questioner referred to in the
context of making it more and more complicated for nomers also allows us to make it much
more transparent and much simpler to provide conswwidrsnuch more information. So, |

would just observe that there's nothing inherently moreadsalt the Internet and about e-
commerce than there is about any other kind of commeXoe all of that material, that immense
structure of material that's provided to us when we buyugdnor when we buy a car, is provided
to us physically. We have responsibilities as consurntaws,

>> Michael Jenkin: Thank you. Yes?



>> Susan Grant: Hi, Susan Grant, Consumer Federdtidmerica. One difference between
physical goods and the Internet is that there's nowodewdurgeoning emergence of digital goods,
and one problem with digital goods especially is unfamti@ct terms, unfair terms of service.
Limitations to how you can use things, what you can use pducts on, and so on. And whether
consumers are asked to opt in or opt out of theseeamgnats is almost beside the point, because we
all just click "yes" to the end-user license agreeme8ts. picking up on what Mark said, don't we
have to put more emphasis on going after unfair termhs@ems like fraud is something that
governments are aggressively pursuing, but it's kind oflikeasy target. Not to diminish its
importance, but shouldn't there be a lot more empbasgoing after legitimate companies for

what are unfair terms for consumers?

>> Michael Jenkin: | think we have time for one more gaastnd then -- yes?

>> Etelvina Andreu Sanchez: Thanks a lot, Dr. Cooper. rém Etelvina Andreu Spain, from the
institutional part of Spain. | would like to ask you a dises | do agree with your approach that
regulation is needed, and the last two years gave usitlenee of that. But | wonder one thing --
there are no borders in Internet trading. And reguldtamalways a nationalist kind. If we think
in the European context, we can think European reguldiigreven if that -- if you are trying to
ship something, in Internet, there are no borders. Magbegountry has a perfect regulation, but
you can't buy whatever it is. And you don't know wheaye puying, really. So, what are your
suggestions at that? What can we do? Because of @gutaimework, with number that is kind
-- like Internet is a real challenge. Even if wecplan our countries, in some of our countries,
really very hard and very tough regulation, | agree wath, ¥ feel like a child when | am buying on
the Internet. Even if that, nobody will prevent teatmeone from some other part of the world, it's
with another kind of regulation that is not so hardlen-t I'm in the same place that | am now.
Thank you.

>> Mark Cooper: Well, if you look at the struggle to refagimbal finance, you see this problem of
some nations not wanting to be aggressive, other natieady wanting to be more aggressive.
Ultimately, it turns out that national regulation camtainly in finance and certainly in big
countries be binding. That is, you know, if you want tal®g global trader, they frequently say,



"well, just go to someplace that doesn't have araditon treaty, and we'll do our business from
there.” But most traders don't want to live in Dub@hey'd rather live in London or New York or
places like that. And so you can in fact use natica@lation to require people to obey the law.
The second -- on the second point of cooperation, | wauddest that we need to adopt a principle
of the highest common denominator as opposed to thesi@meenmon denominator. That is, |
would suggest that consumers should be allowed to pursueigies in an international
transaction in the nation that affords them the higlee®| of protection. So, if you do a
transaction between Spain and Argentina, and the I&pain is better for you, then you should be
able to sue in Spain. If the law in Argentina is beftteryou, you should be able to sue in
Argentina. What we need to do is create competibamprove consumer protection, so that
countries will be seen as consumer-friendly. Rigdw, they only care about being seen as
business-friendly. We need them to be seen as condtieretly, and so | would like to see
consumers be able to sue wherever they think they cahegbést deal in any nation that was
involved in that transaction. And it turns out thah#é transaction moved through a server located
in a third country, maybe you should be able to sue incihattry if that's got a good set of
consumer-protection laws. But we have to break the lofghow to be attractive to business, and
change it to how do we be attractive to consumers.

>> Michael Jenkin: Well, thank you. It's now five pa€idl:and we need to break for lunch. |
think this has been an interesting session. Perhapsfomese last questions is what is it about
Internet transactions which are inherently difficuldainfair, as distinct from other transactions
elsewhere. But anyway, | think that's something we cadgroover lunch. | want to, though, raise
a couple of points, before you dash off here, aboutesieof the afternoon. Number one, in your
kits that you picked up, there are suggestions about whareayoeat for lunch around the area
that's close-by so you don't have to walk far. Sospleaake use of that if you will. Secondly, |
want to remind you that you do have to go through the el@ctsecurity, the metal detectors and
so forth, on your return. So we are scheduled to cauok &t half past 2:00. I'd suggest that
please, you come back a little sooner, because thitteeviine-ups, and it will take time to get
through, and we'd like to start as close to half past &&gkly, as we can. Now, Peter Avery has
one or two other things to let you know about. Peter.



>> Peter Avery: Right. Before you all go away -+ dan find my list here. We have... Okay,
there we go. We have a number of moderators who wikeldd meet with their panels this
afternoon just after lunch. So I'd like the moderatorstand up, and I'll introduce them so you can
see who they are, and I'll tell you what panels theyerseeing. And then most of them have
asked that their panels come back at 2:15 for about 15 mioutiecuss the panels that will take
place this afternoon and tomorrow. The first onétedvina Andreu Sanchez. She's the moderator
for Regulatory Frameworks. And she would like to meee lag¢ 2:15 to discuss her panel, which is
going to take place this afternoon. Then Graham Bran@er here. Graham is overseeing the
B2C panel, and he also would like to meet at 2:15 in this rd®nsan Grant you've already heard
from. She doesn't need to have a meeting because Isbadyaliscussed it with her panel.
Philippa Lawson, who's spoken. She is overseeing 2& é@nd she, too, would like to meet at

2:15 this afternoon. Teresa Schwartz, Digital Cont&dauld you like to meet at...

>> Teresa Schwartz: 2:15 is fine.

>> Peter Avery: 2:15, okay. Daniela Battisti... is hete, so | guess that panel, we won't have a
discussion today anyways. Stacy Feuer? Okay, mayloanve these are panels that will take
place later anyway, so maybe we'll come back to thee Accountability in E-Commerce, we

have Francis Amand. And he would like to meet -- he'sgitiie Government Approaches part of
the Accountability panel, and he would like to meet at 2#ay. So if his panelists could come,
that would be great. And then, finally, Maureen Cooneg.not here, so there won't be a meeting
this afternoon. And | guess Michael has mentioned tkemamap of the area and where to eat near
the FTC Conference Center. And as he said, pleasambear you have to go through security

when you come back. Thank you.



