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N. Sheffield:

All the way from Australia! This is my first time in Russia, a beautiful country,
which | have found to be splendid.

It is a great honour to be moderating this panel with such fine panelists. We have
great thought leadership: we have great retail entrepreneurs on the panel, we
have telecommunications, and we have people who have built marketplaces
across the panel. We also have front-row participants — we have the best of
Russia and the world for the next hour and 15 minutes. We will take questions at
the end, so if you could please wait until then.

Now, rather than me introduce everyone, | thought it was actually an opportunity
to invite all of our panelists to introduce themselves and their businesses and to
explain whether they are a disruptor or if they are being disrupted.

| specifically wanted to ask Mr. Johan Aurik to open the panel, because A.T.
Kearney has performed a lot of research globally, including Russia, on people’s
perceptions of e-commerce, and the future of e-commerce. Mr. Aurik, if you could

answer, that would be great.

J. Aurik:

Thank you, Ms. Sheffield. It is a pleasure to be here; thank you for inviting us.
A.T. Kearney is one of the largest Global Management Consultancies, and we
help advise our companies on how to deal, among other matters, with both the
opportunities and the challenges of e-commerce. E-commerce not only affects
the retail markets, it also affects many other markets. It is one of the biggest
disrupters going in our times — as are many digital things, | might add.

We recently completed a global study, as we regularly do, on the impact of
‘Connected Consumers’. That is the title of the report, by the way. Please feel
free to download it if from our website: atkearney.com. It was done in all the
major countries of the world, to find out what is trending, what the bottlenecks

are, where things are going.



As a framework for today’s session, | thought it would be good to give you five
pointers from that; some are global; some are specific to Russia.

First of all, e-commerce is growing rapidly. Around the world, the average e-
commerce growth rate is between 15% and 20% market share. In the Russian
market, by the way, growth is around 25%. So very strong growth around the
world.

The percentage of retail sales in Russia that go through e-commerce is still
relatively small. It is only 2% of retail volume. Just to give you a comparison, in
the UK, it is 14%. If you go now to the high streets in London, you see more and
more empty windows, because the shops have disappeared. If e-commerce goes
above 10% market share, that is what will start to happen. At some point it will be
the same here in Russia.

So e-commerce is growing rapidly. Russia has made the Top 10 of global e-
commerce countries, not so much because of its penetration, which is still
relatively low, but because of its economy and the population size that drives
that. The United States of America is number one in e-commerce, China is in
second place, and the United Kingdom is in third place. We think that over the
coming years, Russia has the potential to climb that ladder, and perhaps enter
the Top Five. The potential is absolutely there.

Within Russia, of course, the main market is located in St. Petersburg and
Moscow, with a total of 60%. If you know how this country is structured, this will
come as no surprise.

We also talked a lot to consumers. Russia is a special market — but the Russian
consumers are not. They are just as normal as anyone else around the world,
and behave in exactly the same way. When we asked them, “What were the last
ten items you bought online?” we got the same diversity that we got from
everyone else. With perhaps a couple of exceptions — some people said axes to

chop wood — but otherwise the same diversity.



The Russian consumer is a normal consumer. They are used to a high level of
service; they expect the same level of service if they go on a website for Amazon
as when they go to a local supplier. So consumers have the same level of
expectations, which drives the same behaviours, and, we think, drives the
competition, going forward. It is very interesting to watch.

The third point is that it is not only e-retailers driving this business: it is very much
a multi-channel affair. We call it omnichannel retail. Most providers — of which
you see more and more, even in Russia — are both ‘walk-in retail’ and ‘e-retail’. It
Is actually the combination of those two that makes it very interesting and
provides interesting growth opportunities.

Mobile phones is strong growth area in Russia — it is about 20% right now, but
with a strong growth potential. Just look at the number of people who have
smartphones already.

There are two big bottlenecks, and that is my fourth point. The first bottleneck is
the payment system. To do e-commerce well, the payment system needs to be
smooth; preferably credit card-based, or on a digital basis. The majority of
payments in Russia are still cash on delivery. It is changing, but it is still the vast
majority; it is something that needs to be overcome, and it is clearly going to be a
challenge. The second bottleneck is old-fashioned logistics. We need to look at
how transport in Russia is organized. Although 60% of the e-retailing seems to
be in St. Petersburg and Moscow, but there is a vast country out there. The
provider that can provide cheap and highly effective transport service in a country
like Russia can be a world-beater, because there are many more markets around
the world that are similarly structured: vast and with pockets of civilisation. Think
of Brazil, for instance. So that makes the Russian market very special. In the
coming years, you will probably see a big battle between global e-commerce
organizers such as Alibaba and Amazon, as well as local ones. | have no idea
who will win. A key factor will be who can provide cheap and efficient services

around this vast country. It is a battleground to watch. Thank you.



N. Sheffield:
Thank you very much, Mr. Aurik. Mr. Perekalsky, you obviously have a view on

disruption.

D. Perekalsky:

Hello, everyone; it is a pleasure to be here. | am Danny Perekalsky from Israel.
Our name is already in Russia: ozon.ru. We are building a pure online life and
shopping behaviour in the Russian market. | will tell you my personal story and
how | see the future of e-commerce. | agree with everything Mr. Aurik said one-
hundred percent, even the figures, reflecting our business. Growth and the
mobile phone industry are reflected correctly.

| have a 15-year background in traditional trade. In addition | worked with
Walmart, Tesco, Carrefour, as well as with local, traditional companies here in
Russia.

| have been working in the e-commerce now for one and half years. My views
and attitude have been expanded. Everything will be bought online. It is just a
matter of whether it is one, two, or three generations. The end of this chain will
be fresh food, | suppose, even and especially in Russia. From electronics to
cosmetics to toys to fashion: everything will be bought online.

| am meeting and speaking with Russian online shoppers; | read about online
shoppers; | can tell endless stories about different behaviours in life. The last one
is from this Friday, at a school — one of the parents took out his smartphone, and
said, “Oh, | am just looking for a doll’'s house for my daughter’s birthday.” He had
a one-minute experience choosing the doll's house; giving it to his wife for
confirmation took another 20 seconds; it took another minute to place the order.
In two and half minutes he had bought the present online, and it was being
delivered to his three-year-old daughter tomorrow. It is a new world we are

coming to: it is growing. It is growing much faster than the traditional world. |



have no doubt this will be a full shopping experience in the next generation to

come.

N. Sheffield:
Thank you. Professor Athey.

Prof. S. Athey:

Hello, my name is Susan Athey, and | am a Professor of economics at Stanford
Business School. | teach and conduct research on big data Internet platforms
and marketplaces. My research focus is the role of aggregators and
intermediaries that help bring together consumers and sellers.

| consult for the Bing search engine, and also advise start-ups and venture
capitalists. Working with Microsoft, you see the role of the disruptor and the
disruptee. Many of their traditional businesses have been subject to a lot of
disruption recently, and yet Microsoft is also playing the role of the disruptor in
the search engine domain, and some of its other businesses.

| have a few points to make about what is going to happen, and what we can
extrapolate from e-commerce progression in the rest of the world to what will
happen here in Russia. Search engines also play a very important role in e-
commerce. There are different search engines available. Here in Russia, Yandex
is one of the few strong competitors to Google. It is also very early days for e-
commerce.

First of all, there are huge-scale economies involved in making ‘everything online’
happen. Machine Learning and Big Data are harder than you think. It takes years
and years of incremental innovation to make search algorithms work well, e.g. for
Amazon recommendations to work well. For any type of business requiring a lot
of searching for products, which has many different products, it is very important

to get the right recommendation to the right person. In this, machine learning is



going to give a big advantage to those that have a lot of data and a lot of
experience.

It also gives a big advantage to Silicon Valley and Seattle, and a few other places
where there is a lot of expertise. The people — the workers — go from firm to firm,
and bring their experience with them. They are very expensive as well. This is
going to become even more important with 10T — the Internet of Things — and
with logistics, as the technology investment in machine learning affects a larger
and larger part of the business. The firms that are good at that will expand and
dominate internationally. They will also expand into adjacent businesses.
Secondly, we have economies of scale for marketplace economics. If you have
more buyers, you are going to attract more sellers, so any business that
becomes a platform will again experience this ‘bigger is better’ effect.

A third attribute of platforms that is becoming even more important as we go on,
is flexibility to adapt to the end device, the terminal device. Mobile devices are
becoming the preferred ‘shop front’ to a consumer; the right platform has a huge
impact on distribution. Anybody who wants to get their new e-commerce firm in
front of a consumer is going to have to go through a search advertising platform,
through an app store, through a mobile device. Firms that can affect the
distribution of services have a huge advantage.

This can happen by taking payments for the placement of services. A mobile
operator, for example, might accept a payment from a search engine to be pre-
loaded with that search engine as the default search engine. Apple receives
more than USD 1 billion a year from Google in the United States to have it as the
default search engine.

When you have those payments taking place, they happen because you have
competing search engines. Bing wants to be there; Google wants to be there:
that helps lower the price of the devices for end consumers. Without that
competition, it would be conceivable that Google would keep the profits and the

consumer would have to pay higher prices for mobile phones.



We have seen, of course, the role of competition policy in this area: the
European Commission is investigating Google for putting various shopping
search engines out of business in Europe.

A lesson to think about is how government policy can encourage local
entrepreneurs. Local entrepreneurs can offer services that are best suited to their
regions, within their countries, but they are at a huge disadvantage because of
the lack of economies of scale, and because they have to go through the large
platforms of multinational firms in order to achieve distribution. We need to have
a level playing field, while, of course, not using competition policy for
protectionism nor extortion.

Finally, policy in general. Many European countries have not promoted
entrepreneurship. Very challenging labour policies make it very difficult for firms
to get started. | wonder how Europe and the rest of the world will compete in the
digital age if entrepreneurs cannot start their businesses in a flexible way. This
will be especially important with the coming automation and displacement of
workers. We need to have the rest of the world participate in e-commerce and

the Internet economy. Thank you.

N. Sheffield:
Thank you, Professor Athey. | think it is very fitting that we go to you next, Mr.
Carlo D’Asaro Biondo, as President of Google Inc. in Southern and Eastern

Europe, Middle East and Africa Operations.

C. D’Asaro Biondo:

First of all, | am also on the Board of Retailers, so | spend time thinking about
this.

| would like to give a slightly different perspective. Three things. First of all, in

Russia since January, more than 50% of online searches were made from a



mobile phone. That is a big change. And 58% of people living in a metropolitan
area in Russia have a smartphone today.

So the first element is getting mobile. This disrupts — changes — pre-sales, sales,
and post-sales. | heard what Mr. Perekalsky said about ‘every sale will be on the
Web'. | think it depends on how we define sales. Maybe | will buy something
without going into a shop, but | will do part of the pre-sale and part of the post-
sale in a walk-in shop.

The element of profitability. Retail is a market where, with competition, on one
side and globalization on the other side, the arrival of the Web has had a big
impact on profits. Where will profitability come back from, and what will happen?

| believe that ‘development of services’ will be the name of the game in e-
commerce, in e-tail, as well. This means using apps. A study has shown that the
European Union — though | believe Russia will have the same situation — will
have about 3 million people employed by 2018 in the apps economy, generating
a total of USD 68 billion.

In summary, e-commerce is dying and m-commerce is booming. Mobile
commerce — mobile, mobile. | have the Web in my pocket every day, so |
compare prices when | go into shops. If you look at the people who compare
prices when they go in shops, do not think it is young people. We did a study in
Europe, and found that it is people aged between 55 and 70 who are doing it the
most, because they have the most time.

After-sales services are becoming very important. We will see new types of
online chain stores open up where having a physical store will be a benefit,
because you can provide certain services or create points of connection.

Lastly, by ‘selling’ we do not only mean the moment in which you buy.
Purchasing is like a relationship: you are married in one day, but usually to get
there, you have put in a lot of work and a lot of effort. All the work that happens

before the marriage and what happens after the marriage is as important as the



day of the marriage itself. What | am trying to say: let us look at the full picture. It
will be greatly changed by mobile devices, every day.

E-commerce is an incredible opportunity for retailers who have physical shops to
become online service providers. If they do that, they will win. I am not
convinced, personally, that the online retailers can have, on a global scale, a

really profitable business model.

N. Sheffield:
Very interesting, thank you. | would like to ask our last panelist on this side to

introduce himself and his position.

A. CKaTuH:

Ho6pbin aeHb! MeHsa 3o0ByT Anekcen CkaTuH. A npegcrasnsto komnaHuo «lloyta
Poccum». Cnacubo 3a npenocTtaBneHHyld BO3MOXHOCTb CKasaTb HECKOSbKO
CIoB.

TONbKO YTO HECKONBLKO BbICTYMAKOLWMX FOBOPUIN O TOM, YTO OAHMUM U3 3fIEMEHTOB
Oyma anekTpoHHOW Toproenn sendeTcs cepsuc. «lloyta Poccumn» uenukom c
3TMM cornacHa. bonee Toro, Mbl cyMTaem, YTO MMEHHO CEPBUC ANS KIMEHTA B
Poccuinckon depepaumm BO MHOrom caep)xvmBaeT Oonee 6bicTpoe pasBuTue
WHTEPHET-TOProBIN.

HecKobKo ThbICAY MUMSTIMOHOB MarasnHOB AOSMKHbI NOSlydaTb Kak OHSTaiH cCepBuC,
Tak n odnamH cepsuc. Mol cuntaem, 4To Ansa euwe Gonee CTPEMUTENBLHOrO
pPa3BUTUS 3NEKTPOHHOM TOProBM KTO-TO AOSKEH B35iTb Ha cebsi HarpysKy no Tak
Ha3blBaeMon ocdhnarHoBon coctaBnsawwen. OTHOCUTENBHO CETU AUCTPUBYLUK
TONbLKO 4YTO ObINO CKasaHo, YTO OHa 4BnNseTcs Oasucom Ans TOro, 4ToObI
KOHEYHbIA KNWEHT Mosy4unn nocbifiKy, KOTOPYK OH 3akasan nubo rae-1o ganeko,
nnbo B cBoem ropoge. pn 3ToOM Mbl y6exaeHbl, YTO CEPBUC AOIMKEH ObITb
OAVHAKOBO XOPOLW Kak AN TPaHCrpaHMYHOW TOProBnu, Tak M Ang goMallHero

pblHKa. MHoro rosoputcsa o ToM, 4Yto B MockBe n B CaHkt-lNeTepbypre cepsuc



yXe XOpOLlU, YTO cepBuca He xBaTaeT B permoHax Poccuinickon depepauuun: B
Cnbupun, Ha LanbHem Boctoke, Ha Ypane. 910 AenCTBUTENbHO TakK. MIMEHHO
MO3TOMY TaM HYXHO CTpouUTb Oonblive nornctudeckune gabpukn. HyxHO
Aobutbcs, 4Tobbl KNMeHT B EkaTepuHbypre unm B HoBocubupcke, unum BO
BrnagvBocToke He 3ameyvar, YTo OH XXUBET UMEHHO TaM, — He 3ameydarn pasHuubl
mexagy cobor u Temmum ngbmMu, KoTopble XmByT B MockBe unn B CaHKT-
MeTepbypre B OTHOLLEHUN YPOBHS cepBuca. B Hawem noHMMaHum, aTo NO3BONUT
POCCUNCKOMY PbIHKY [06aBUTb eLle HECKOSbKO NPOLEHTOB, a MOXET, 3To byaeT

Aaxe OBOMHas umdpa no pocTy anekTpoHHon Toproenu B Poccun. Cnacmoo!

N. Sheffield:
Thank you very much

Dmitry.

. KocTbIrnH:

MeHs 30ByT KocTbirmH OMuTpuin, s npeacenartesis coBeta AMPEKTOPOB KOMMaHUK
«fOnmapT», KOoTOpasi Ha CerogHs 4BnsieTcs camMblM  OOMbLUMM  UHTEPHET-
puUTENNEPOM.

Ecnn otBeyaTb Ha BOMPOC O TOM, SIBASEMCHA N Mbl OU3PanTOpPOM WM HET B
Y3KOM KOHTEKCTe, TO, CKopee, Aa: Mbl SBfsSieMCs paspyLumnTenem-gm3pantopom n
HageeMmcs, YTO Jaxe B MeXAyHapoAHOM cMbicie. Mbl Beb CTPOMM COBEPLLUEHHO
HOBO€ nokoneHne QynUNIMEHT-LEHTPOB, OHW MNpPeACTaBfiEHbl Ha HaleMm
cTeHge. OTo oTnuyaeT Hac U oT Amazon. Mbl HasbiBaeM Amazon MHTEPHET-
pUTENNEPOM NEPBOro NOKONEHMUS.

Mbl cyuMTaem, 4YTO HACTynNuIIO BPEMSI BTOPOro MOKOMEHUS,, U MMEHHO OHO
nokasblBaeT cebss yctonumBbiM B Poccun. [lpakTndeckm BCe MOrMbITKM
konupoBaTb Amazon Ha cerogHsa nubo npoBanunuMcb, NNMB60 He AOCTUMNK
CKONbKO-HMBYAb YCTOMYMBOrO COCTOSIHUA. [JenctBya meTtoaoM npob u olmnboK,

Mbl NPpULWINN K HECKOJIbKO ,D,pyFOVI Mogesnn: UeHTpbl UCMNOJNTHEHUA 3aKa30B Oblnn



nepedBuHyTbl OnwxXe K KIMeHTaMm, a WX [OeATeNbHOCTb cTana MofHOCTbIO
Npo3pavyHon A nokynaTenen.

Hawa cobcTtBeHHas vaea MHTEPHET-TOProBfn COCTOUT B TOM, 4YTOObI nobon n3
HalWmMx nokynartenien, 3axodd K HaM Ha cauT (a 3TO Ha CerogHsa npoucxoaut
Bonblle ¢ MOBUIBbHBLIX YCTPOMCTB, YeM C (PUKCUMPOBAHHbLIX), BUAEN, rAe TOT Unu
MHOW TOBap HaxoAUTCHA B OaHHbIA MOMEHT. W HeBaxHO, rae aTto: B CaHKT-
MeTepbypre, B MypmaHcke nnu B KpacHogape. KnmeHT cam MOXeT pelnTb, 4YTO
C 9TUM TOBApOM Jyylle caenatb. B aTom cocTomT ewle ogHO Halle oTniMyme: aTo
He nNPOCTO MOKyrKa OHSflaH, a, CKopee, BO3MOXHOCTb B OHMaWH-pexume
NOCMOTPETb, U3Yy4nUTb, CPABHUTL TOBap C APYrMMmu BapuaHtamu, obcyamTb 3TO C
aKkcnepTamu, C Apy3bsMu, C APYrMMK nokynaTensMmu ewe Ao nokynku. Ewe ogHa
BO3MOXHOCTb — OpOHMpOBaHWE: MOKyMKa elle He caernaHa, HO ToBap Yxe
OTNOXeH. TpeTbsi BO3MOXHOCTb — KynuTb. A BOT Aarnblle MokynaTtenb umeet
BO3MOXHOCTb nnbo camocTosaTenbHO 3abpaTb TOBap MNpAMO M3  LEHTpa
NCMOMHEHUs 3aKkasoB, NIMOO MNOSMyYnTb CPOYHYK OOCTaBKy B TOT Xe AeHb [0
asepen, NMbo NoNyyYnTb JOCTaBKy YTPOM crieayloLlero AHsa — A0 ABepen unm 4o
OLHOro U3 HalMX NYHKTOB BblAa4yn.

B «lHOnmapTe» paboTtaeT BbiCTpagaHHas HaMn MOAeNb TOProsnu, onvparoLasca
Ha COBCTBEHHYIO KypbepcKyto ceTb. Mbl yxxe npaktnyecks He BepumMm B paboTy C
TPETbMMU KypbepCKUMU KoMMaHuamMu (BHyTpu Poccum). Mbel nocTpounun u CBOK
COBCTBEHHYIO CeTb MYHKTOB BblAa4yn UM OOCNYXMBaHUS, KOTOPblE BbINOMHAIOT
Takke yHKUMM Bo3BpaTa n obmeHa ToBapa. Kpome TOro, Mbl NOCTPOUIN CBOKO
ceTb ropoACKUX W MPUrOpOAdHbIX LEHTPOB BbINOMHEHUS 3aka3oB. Bce ato gaet
Ham BO3MOXHOCTb paboTaTb BMOSHE HAaAeXHO, YTO 0COBEeHHO BaXXHO B Aekabpe,
Korga B TOpProssfie BbICOKMW Ce30H, a B Poccum [OCTaTOYHO XONogHOE BpPEMS.
KoHeyHo, nonaraTbCs B MHTEPHET-TOProBrie TOSMbKO Ha KypbepcKue Cry>KObl —
3TO HauMBHO.

Ewe ogHO HanpaeneHwe pasBUTUS — TOProBfAs He TOMbKO TeM TOBapOM,

KOTOpbIN YyXe HaxoauTca B Poccun, HO M Tem, KOTOpbIN €elle He MOKUHYI



Tepputoputo Kntas. 3gecb Haxoautcs Haw naptHep JD.com, ¢ KOTOpbIM Mbl Ha
AHAX noAanucanu JoNroCpoYHoe corfalleHme 0 ToM, YTO NpeaCTaBfeHHbIe Y HUX
B Kutae toBapbl OygyT OOCTYnNHbI U nokynatenam «tOnmapTa», B TOM Yucne ang
BO3BpaTa M 0OMeHa B criydae Kakoro-nmbo HeoBOMbCTBA.

Takum xe obpasom Hago paboTaTb U C SAMNOHCKMM TOBAPOM, U C TYPELIKUM, U C
NONbCKMM, M C OpasunbCckuM. OTO HOBasi pearibHOCTb WHTEPHET-TOProBIu:
BblOOp KOohe-malmnHbl yXe He ByaeT ocywecTBNATbCA Ha ocHoBe Tonbko 20
mMogenen, poctynHelx B Poccun: oH 6Byger onmpaTtbecss Ha 200 mopgenen,
HaxogsLwmxcs no Bcemy Mupy. PasymeeTcd, coxpaHuTb crefyeT obe onuuu:
3akn4yaTb CAENKy vepes Kpocc-60pAuHT mnu BbiObMpaTb TOMbKO M3 TOrO, YTO

nmeeTtcsa B Hanu4um B Poccun.

K.-M. Johnsen:

My name is Kjell-Morton Johnsen, and | am Head of European Operations and
Executive Vice President at Telenor Group.

Telenor is primarily a mobile phone company, even though we are the incumbent
telecommunications operator of Norway, in the full sense. We have close to 200
million subscribers worldwide. What makes us somewhat unique is that we have
over 170 million subscribers in Asia, which is a very exciting market to be in. The
preferred way to access the Internet in Asia — broadly speaking — is using a
mobile device, whereas in Europe and the US, people will typically have their first
Internet experience over a personal computer (PC) device. Hence it is a
completely different approach, which we are trying to benefit from here.

To the audience here in St. Petersburg, it is also relevant to know that Telenor
owns a third of VimpelCom, which is also an international telecommunications
group, a mobile phone company. We have two similar-sized operations in Italy
and Russia, and smaller operations in Ukraine, Algeria, and several other
countries. VimpelCom is obviously facing some of the same challenges and

opportunities that we are.



We have so far heard about having both walk-in and online shops, going into e-
commerce or m-commerce from the other speakers today. As a
telecommunications company, that is also what we have to do. Going forward,
the omnichannel retailing experience needs to reach our company shores, as
well. We have not been the fastest moving, but we have to get there, and that is
a priority for us.

Before | answer the questions that | have been asked, | would like to reflect on
the statement that ‘everything will be sold online’. | say, “Guys, please do not let
it go that far.” It really is quite fun sometimes to go into a shop that is selling
some unique, exciting product. | am a great believer in all the cost benefits and
other positive effects of e-commerce and m-commerce. Let us support it, but let
us keep some nice shops out there as well!

When it comes to disruption, | would say that the ones that have been best at
disrupting the mobile industry have been national regulators and the industry
itself, where it has gone wrong. It is very seldom that we can blame it on external
forces. Yes, of course, we do see the challenges of OTTs, which may become a
serious issue for us in many of our markets if we do not take it seriously. That
goes back to omnichannel retailing; we have to reinvent ourselves.

Telenor has to transform itself. It is about moving away from being a provider and
toward being an enabler of network services. As one of the other speakers said
earlier, it is not enough to cover Moscow and St. Petersburg: in Russia, you have
to cover Siberia, all the other areas, as well. That is true. That is enabling the
digital society. That is where we come into the equation with a big responsibility
and a big opportunity.

We always talk about the OTTs as though they are a only a threat to us.
However, the opportunities that are identified by OTTs can also be grasped.
They can be grabbed by people in our industry, if we are nimble enough, if we

are willing to transform ourselves. We will see big differences five to ten years



down the road in the big names in our industry: those who made it, and those
who did not.

It is back to ‘creative destruction’, which is always around. We will always be
around, we have to be a part of it. We are not necessarily the best in class at
being an enabler of network services; the industry has struggled to use all the
data we have. We understand that; we are working on it. But others have been
much better. We have a representative of Google here; we cannot even compare
to how quick they have been to grasp an opportunity. But of course we will try to
catch up.

Going forward, we need to make some of these disruptive moves ourselves. We
can disrupt other industries. We can enable fundamental services here in Russia.
Let me use two examples from Telenor from our payment services sector.

The first one is about banking the unbanked. There is a lot of talk about it, people
speak about m-pesa in Kenya. We have had huge success in Pakistan with
Easypaisa. It is a fantastic product. Why is it fantastic? Imagine you are working
in the countryside in Pakistan: you have a relatively modest salary and you want
to transfer that salary to your family so that they can pay their expenses. If you
use the regular system, you may lose half of the money you are transferring in
transaction costs. If you do it over our solution, you pay a fraction of that,
meaning that your quality of life improves, because you do not have to actually
travel long distances to hand over the money; you can wire it over and focus on
your job.

Another example from Europe. Telenor has an operation in Serbia, and we
decided to do an experiment there. We bought a bank, together with Société
Geénérale. We were not interested at all in commercial lending to all the
businesses, but we wanted the licence and some of the people. We completely
revamped the whole thing and started off with something using mobile devices,
not desktop PCs. The product we created is extremely easy to use. We have cut

transaction fees dramatically, because the banking model there was based on



huge transaction fees. We have cut them dramatically, made it easy to switch
currencies, and actually also gave them interest on their deposits.

What happens then? It reduces the amount of cash out there in the economy,
which reduces the number of cash-based transactions of all kinds, you reduce
the risk in people’s lives of having to carry large amounts of money on them, and
you also insure against depreciation.

These are just some small examples. However, getting these kinds of services
out there is the big enabler for many other industries who are piggy-backing on
our networks and our solutions. The next wave in our industry is to transform our
entire IT system stack, so that our ease-of-doing-business improves for
companies who want to develop new and exciting services for our customers and
others.

| have a few other things | would like to get back to, but there are more speakers,

so | will stop here.

N. Sheffield:

Thank you very much. Mr. Mark Zavadskiy is the Business Development Director
for Russia and CIS at AliExpress, and General Manager at Alibaba Russia. Mr.
Zavadskiy, Alibaba and Alibaba Express have had enormous success; they are

the biggest marketplace globally. | am sure you have a lot to say.

M. Zavadskiy:

Thank you, Ms. Sheffield, for your kind words. My name is Mark Zavadskiy. |
work for AliExpress and Alibaba Russia. | personally do not like the word
‘disruption’ that much, | propose ‘change’ instead. If you ask me whether we
change things, or if we are being changed, then, for sure, we change things. We
actually see changing how things are done, how business partnerships are being

conducted, as our job and our mission.
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We do this for the best interests of our two major partners. If you have ever seen
our foreign presentation, you will have noticed two ‘shadowy’ figures in the
middle: the buyer and the seller. They are our partners. Everything we do, we do
for these two partners.

What we are trying to do is to streamline the connection between them, to make
it the most effective way. Actually, if you combine buyers and sellers, you will get
society. So we can say that we change things in the best interests of the
societies we work in.

Just to give you a couple of examples of how we do it in Russia, the first thing is
payments. Some of you know, especially those who represent Russian
businesses, that the king of payments in Russia is cash on delivery (COD). For
many years, experts have been saying that this a problem, that you cannot make
people pay online in Russia, that Russian people do not trust the Internet. We do
our business completely pre-paid: we do not accept cash on delivery. And yet we
have become one of the biggest marketplaces in Russia.

We made people trust shopping; we made them trust us with their credit card
information, with their e-wallets. What we saw is that they started to use our
services first, and then, after they got some experience and saw there was no
problem with this, they started to use local e-commerce as well.

Another issue is that overall it is said that in Russian e-commerce the major
market is Moscow and St. Petersburg. For us, it is completely different. For us,
only 20% of our users live in those two cities. The rest are evenly spread around
Russia. So we actually prove that Russians outside these major cities are not
against e-commerce: they actually love buying online.

My third and final point is in regard to social networks. | have been to a couple of
panels before with e-commerce players, and they were all saying that social
networks are not good for e-commerce. You can get many users from there, but
they are only going to engage in discussion on social networks. In Russia, we,

like all e-commerce players, probably have our biggest audience in social



networks. On VK, which is the major social network in Russia, we have more
than 1.7 million followers. We even launched our own social network in Russia. It
caters to online ‘shopaholics’, people who frequently buy online. Currently we
have several hundred thousand users there, discussing shopping, and advising
each other on how to do it the best way.

In answer to your question, yes, we definitely are the changer — we like to

change things.

N. Sheffield:
Thank you. Mr. Vasyl Latsanych, you are the Vice President for Marketing,
Member of the Management Board at MTS. | am sure that you have something

to add, particularly from a mobile devices’ point of view.

B. JlauaHuu:

Hobpbin aeHb! Cnacmubo Gonbwoe. MHe o4yeHb NoBesno, NoTomy 4YTo A Byay
roBOpPUTb MOCeAHUM, KOTAa Bbl BCE yXKe 3HaeTe 0 MoOunbHOM Kommepuun. MHe
OoCcTaeTcs TONbKo 06aBUTb Napy LUTPUXOB.

HaeepHoe, y MeHsi HecKosribkKO Opyroe BUAEHME: s MoKa pacCyxgat C TOYKU
3peHUs He yvacTHMKa npouecca, HO TOro, KTO OYeHb 3auHTepecoBaH BOWTU B
3TOT npouecc. [leno B ToMm, 4TO Mbl, rpynna «MTC» kak MOBUnbHbIA onepaTtop
(3TO B nepsylo oyepedb, HO, B MPUHUUNE, Mbl SBMSIEMCS OnepaTtopoM obbIxX
Apyrnx ceten: n PUKCUPOBAHHOW CBSA3WU, U HEedaBHO 3anyCTUSIM CMYTHUK, N BCE
ocTanbHOE), BUAMM eCTeCTBEHHYIO NOTPEeObHOCTb pa3BmBaTb e-commerce, HO OHa
AOMKHa OblTb oveHb npocTas. Mbl OOMmMKHbLI NpogaBaTb CBOW YCTPOWCTBA U
NOAKMIOYEHNSA B 3MEKTPOHHbIX MarasvHax, B nepBylo odyepenb B cBoeM MTS.ru.
Ho Takke Mbl JOMKHbI OBCYyXUBaTh HaLWIMX KMNEHTOB. Bbl ckaxeTe: 3TO CKy4HO,
9TO AenarwT BCe — KTO-TO fydlle, KTO-TO Xyxe. B aTom ecTb cBOsi npaBaa, 3710
AENCTBUTENTbHO HENHTEPECHO. Ham nHTepecHo BbiTb B TOM, YTO pa3BmBaeTcs, U

B TOM, BO YTO Mbl BepuM. A Mbl BEpUM B TO, YTO e-commerce unu BoobLie
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Toproensa n obcnyxmBaHue B VIHTepHeTe OygeT pasBuMBaTbCA OrPOMHbIMU
Temnamu, NoTOMy 4YTO 3TO Hornee Yem ecTeCTBEHHO. B 3TOM CMbICfie HaM OYeHb
MOBE3M0: Mbl yCrenu 3ackouuMTb B BaroH, Aan 6or gaxe He nocnegHum, 3Toro
noesga, n 6narogaps nokynke gonun B Ozon (coBmecTtHo ¢ APK «Cnctema») Ham
yaaeTcs ObiTb He TONbKO HabnogaTensamMm, HO U y4acTHUKaMKM 3TOro npoLecca.
YyacTHuKamm npouecca Ham BaXHO OblTb NOTOMY, YTO Halla pofilb — He
disrupter, a enabler: ana Toro, 4ToObI €-commerce COCTOSANIacb, Mbl MOXEM
caenatb HamHoro 6onblle, Yem MHorve gpyrue. He Byaem 3abbiBatb O TOM, YTO
e-commerce xuBeT bnarogaps VHTepHeTy, a NHTepHEeT — 3TO Hawl rfaBHbIN
ObusHec. byab OH MOOUNBHBIM UM PUKCUPOBAHHBLIM, 3TO BCE pPaBHO Haw xreb
HaCyLLHbIA, U Mbl UM 3aHMMaeMCH Kaxabl AeHb. OT TOro, HaCKOMbKO BbICTPLI K
Be3gecyLm 6yayT ceTn, O4eHb CUITbHO 3aBUCUT, COCTOUTCS NN BCE, O YeM 34eCb
rosopunocs. Notomy Mol 3gecbs — enabler!

Mbl 1 ganblwe enabler, notomy 4to Mbl obnagaem 6onee 4yem 70-MUNNIMOHHON
bason knueHToB B Poccun, C KOTOPbIMM Mbl OCYLLECTBISIEM MNPaKTUYECKU
eXeHeBHble  ornepaumn: pacyeTHble, obcnyxmawwme. Mbl  MOXeMm
ncnonb3oBatb 3Ty 6asdy ans Toro, 4ToOblI pa3BMBaTb TOPrOBAK U UHTEPHET-
obLeHne, B TOM 4ncne obecnyxmsaHme n npogaxu B MIHTepHeTe. Mbl BEpuM, 4TO
6asa, KoTopas y Hac eCTb, KOTOPYH Mbl OBCNyXmBaem W 3a KOTOPOW, Kak
N3BECTHO, OXOTATCA BCe (ba3a UHTepecHa «ryrrnamy, «sHgekcamy, marasvHam),
CcBMAETENbCTBYET O BbICOKOM YPOBHE OOBEPUSA HALUMX KIMEHTOB. Mbl MOXeMm
nepeBoauTb 3TOT YPOBEHb A0BepuUs B Apyrme oopMbl OTHOLLUEHUA, B TOM YuCrie
N KOMMepYecKme.

Mbl npucyTtcTByem Be3ae. CerogHsa roBopunm 0 ToM, YTO KTO-TO eCTb B MockBe U
B [uTepe, KTO-TO — B HEKOTOpPbIX ropogax Poccun, KTo-To — Bonee nnm mMeHee
pOBHbIM crnoeM... Mbl — Be3ae! Hale nokpbiTe AencTByeT BO BCeX CybbekTax
Poccuiickon ®depepaumm, Mbl Be3ge paboTaem O4vYeHb aKTMBHO, LOCTyN K
MHTepHeTy npucyTcTByeT Besge. Takum obpa3oMm, Mbl pewlaem MHorue

HacyLLHble NPobnemMbl MIHTEPHET-TOPrOBIIM Kak TAKOBOMW.



EctectBeHHO, 4TO, UmMes 6onee 70 MWNIMOHOB abOHEHTOB, Mbl MOCTOAHHO
3aHMMaemcs ux o6CnyXMBaHMEM, 4YTO TakKkKe SABNSAETCA OOHOM U3 BaXKHbIX
coCTaBnAwLWMNX paboTbl UHTEPHET-MarasuHoB. Beab HYy)XXHO He NpPoCTO npogaTb
KMMEHTY TOBap: HYXHO C HWM paboTaTb, HY)XHO €ro pasBuBaTb, HYXHO
OCYLLIECTBNATL OnnaTty, NPOBOANTb BO3BPaThl, HAYUCHATbL 6OHYCHble Gannbl. Mbl
Aernaem 9710 BCE yXe MHOro IieT, U Mbl FOTOBbl MOAENIUTECA 3TUM OMbITOM U
NpnobLwnTb K HeMy Apyrnx. Kak pas noaTomy Mbl U yyacteyem B pabote Ozon.

A TyT ycnblwan, 4YTo Mbl, ornepaTtop, MOXeM OoThaBaTb onpegesieHHble YacTu
aTomy 6usHecy. B mMoeM BuAeHUM Mbl MOXeM OTAaBaTb HaMHOro 6onblue u
aenatb 6usHec 6bICTpbiM 1 6onbwunM. Kak s yxxe rosopun, B BaweMm TernegoHe
ecTb goctyn B MHTepHeT, ecTb application, npn nomowm KoToporo Bbl Byaete
BblOMpaTb ToBap, obCcyXaaTb €ro, ecnv 3axoTute, BBOAUTb HYXHble NapameTpsbl
N B KOHLIE KOHLIOB ero nokynatb. B aToM Xe TenedgoHe Bbl MOXeTe NpoBOAUTb
onniaTy, KOTOPY Mbl MOXeEM OOPMAATE UK gaxe KpeauToBaTb (Mbl Bnageem
6aHkom «MTC baHk»). Nnu mobon gpyron 6aHK MOXeT KpeauToBaTb Ballu
MOKYMKM M OCYLLIECTBIIATb TaKyl XenaHHylo npefonsiaty BO MHOMMX UHTEpHeT-
MarasmHax.

Mbl, rpynna komnaHun «MTCy», Bepum B VIHTEPHET M B TO, YTO, Kak cKasars
[19HHK, B IHTEpPHET NEpemMecTUTCHa ecnn He BCE, TO NoYTK BCE. YTOObI HEMHOrO
YCMOKOUTb MOEro KOJifery, CKaxy, 4YTO Ha criydan, ecrnim 3axo4yeTcs 4YTo-TO

noTporatb, OCTaHYTCA MY3€EW.

N. Sheffield:

Thank you very much. | would like to draw on some of the themes that everyone
has spoken about. One theme that has been mentioned by a number of panelists
today is: global versus local. | know that A.T. Kearney has done a big study on
that; you found out about the number of local products sold online, using e-
commerce in Russia, as well as the number of Russian products that have an

international ‘mindset’. We would love to hear more about that.



J. Aurik:

Thank you. | would like some of the different players to comment as well,
because, as | mentioned, | think the jury is still out on that. It is very easy to
reason both ways on whether global players will have the advantage or whether
local players will have the advantage. Global players need good local delivery in
order to make things happen. A lot of progress needs to be made in that in
Russia still. That is a limiting factor.

Local players can have an advantage if they develop excellent local payment
systems and local delivery systems, particularly in Russia. That is going to be
absolutely crucial for growth. Right now it is only 2% of retail sales that we are
talking about; it is still very small. We all believe in its growth, but how fast it will
grow depends on that.

It also depends on the astuteness of the players, who are sitting to the left and to
the right of me, in grabbing this opportunity.

We see the jury as still very much out. Global players — Alibaba is here — and
local players both have the chance to do that. The trick is, will they grasp the
opportunities? Will they overcome the hurdles of this place? It will be very

interesting to follow that.

N. Sheffield:

And Mr. Perekalsky, what do you see in your market?

D. Perekalsky:

| will share some figures from our business. First of all, we are proud of building
Russian ‘online life’. At the same time, we are proud to have Russians in the
United States, in Ukraine, in Kazakhstan, in Germany, in England, purchase
online. Even my mother in Israel, who usually buy books in the Russian language
online. We are also selling some Russian-made toys abroad. This accounts for

about 2% to 2.5% of our current business.



Obviously, our main focus is on Russia. We still have so much to do. We have
good colleagues with whom we are developing the Russian market, yet we still
have so much space to grow in the Russian market.

Global is growing fast: we now have 100% growth globally, but, again, it is only
2.5% of the business. We believe in that; the opportunity in Russia is still
enormous, and our focus is here. Russia has more than 70 million Internet users;
there is still plenty of room to grow.

As was mentioned, only 2% to 4% of retail is online as part of the total, so we still

have much to do, but we are still growing the global Russian market as well.

N. Sheffield:
Mr. Dmitry Kostygin, as the Chairman of the Board of Directors at Ulmart, what

are your plans on local versus global?

. KocTbIrnH:

Mbl TOXE cdookycupoBaHbl Ha Poccun. 3apgayen HOMep OOWMH Mbl CYMTAEM
pasBuUTME MHAPACTPYKTYPbl LEHTPOB MCMOMIHEHMS 3aka3oB. Mbl cuuTaem, 4to
KnacCU4Yeckuin BapuaHT — CcKnagbl, OTKyda C MNOMOLLbI KypbepoB ToBap
aocTaBndeTcsa KnmeHtam, — He paboTtaeT. OH He paboTaeT nNpakTU4eckn HUrae
B Mupe u cybcumampyeTcs 3a cyeT aKkuMOHepHOoro kanutana. Ha Haw Barnsag,
3gecb TpebyeTca pagnkanbHO HOBOE peLleHne, KOTOpoe, Kak HaM KaXkeTcsl, Mbl U
Hawnu. OHO npeacTaBneHo y Hac Ha cteHge. Ho ans Hac ¢okyc — Poccus.
HaBsepHoe, gons paboTbl ¢ ApyrMMn CTpaHamMy MOXET COCTaBnATb MPOLEHTOB
aecsatb OT Hawero 6usHeca, ocobeHHO B Te nepuodbl, Korga Kypc pyons
CHwkaeTca. Mbl BMAUMM, YTO CerogHss MHOro asmaTCKMX nokynatenemn
npnobpeTaldT KOCMETUKY B HalMX CeTAX, MNOCKOSIbKYy OHa TaM 3aMeTHO

nogewesena B abcontoTHOM 3Ha4yeHun. Cnacmbo!
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N. Sheffield:

Thank you. Infrastructure, in regard to logistics, has been mentioned quite a lot
on this panel. | am specifically interested in how telecommunications companies
view infrastructure, in terms of what their plans are for infrastructure. Often
people look at infrastructure, or logistics, as stifling innovation, but as Mr.
Johnsen mentioned, it is actually an enabler of innovation. What is the
telecommunications industry doing to enable e-commerce in Russia? Mr.

Johnsen, if you could start, please.

K.-M. Johnsen:

It is a question here of what do the operators do and what do the regulators do.
We have seen a development over time where, in the early stages of the third
generation (3G), which was the first kind of mobile broadband, we had a Europe
that was quite advanced. The US, with some satellite experiments that did not
work out so well, were a little behind. Now, however, we see, of course, that the
main thrust is coming from the US and from China, and that Europe is
increasingly falling behind.

So the regulatory side of this is extremely important. The operators basically
understand what their job is. Their job is to enable high-speed broadband
networks over mobile devices, and they will continue to do that. It is when you
are up to 4G and 5G that you have the speed, the latency, you need to drive a lot
of the new, exciting businesses that we have out there.

| do not think that the operators have a big issue in identifying that. However, if
you look at our own scorecard, it very much depends on when you have the
regulatory opportunity to do that. It tells us a lot when we notice that the fastest
performer in Telenor Group is Sweden: they are far ahead of my country,
Norway, simply because the regulatory restrictions that apply in Norway do not

apply in Sweden.



We also see that we have a quite good development in central Europe. That
might be surprising to some. And, of course, Asia is now basically running the 3G
bandwagon, increasingly moving on to 4G. That is the enabling part that we can
do.

The question is, of course: how good will we be at participating in the other race
that is being put up here? And, how sustainable will our positions be? | am
reverting a little bit to your previous question, if | may. There are sustainable
opportunities to bring local businesses on board over time, if it is close to a
winner-takes-all.

Classifieds are a great example. If you achieve a great position in classifieds, it
becomes more or less an onerous decision to go out or merge with someone
else. There are some platform synergies, but if you have taken that market, it is
very hard to squeeze you out. You are then, to some extent, in control of your
destiny.

In other areas, the scale of our platforms is so compelling that, over time, there
will be a consolidation across borders, which is a good thing. However, in
markets where there is a little bit of this winner-takes-it-all attitude, it can take
more time. Is that good or bad? People can have opinions on that.

Regarding payment services, if we do not use the same systems across borders,
it will be a waste of society’s resources. We will definitely try to replicate some of
the learnings across borders. The case for that is very compelling, and will force

itself through.

N. Sheffield:
Thank you. Mr. Latsanych, as Vice President for Marketing and Member of the
Management Board at Mobile TeleSystems (MTS), what is your view on the

infrastructure question?



V. Latsanych:

| can answer in five points.

| agree with the point made earlier, that we obviously have to have an Internet in
order to have Internet trade. That is where MTS comes into play; it is our core
competence. We want to put the Internet everywhere.

But then comes something more exciting, at least to me. The other enabler would
be Big Data. Because we manipulate a huge amount of customer data, we can
use that to extract value out of this data without harming the customers, without
disclosing their identities. | believe that things such as location-based, behaviour-
based, and income-based targeting will help e-trade to be more effective — by
addressing the right customers in the right way, by maintaining competence in
getting the right things to the right people because one has the right knowledge
about these customers.

The third thing about us is customer care. Because we operate some of the
biggest call centres in the world, because we operate 24 hours a day, and
because we work with very many subjects in these call centres, we can increase
that capacity to cater for more requests that are Internet-based and are
associated with Internet trade.

My fourth point is loyalty programmes. Again, because the carriers, and MTS in
its place, is the largest operator of a loyalty programme in Russia — basically all
the carriers are the largest loyalty programme operators in the world — we can
extend this loyalty programme to cater for the needs of Internet trade, for bonus
point collection; redemption; exchange; for bonus promotions. That is one of our
areas where we try to find synergies and cooperation.

My fifth point is that we can offer payment services, because payments are
becoming electronic; money is becoming electronic. We are there already,
because we already manage e-wallets; we already manage the cards. We can
issue virtual cards, and we can make sure payment goes in the right direction.

You are totally and constantly informed of the payment, on the delivery, and



there we can be a trusted identity for the people to put their money in and to

expect care from.

N. Sheffield:

Thank you. Coming back to the data question, | am interested in reaching out to
the panel about data. It comes up all the time. | might start with you, Mr. D’Asaro
Biondo. Data has been such a large part of so many parts of your business. How

do you see data actually accelerating the success of e-commerce?

C. D’Asaro Biondo:

First of all, | would like to emphasise that Google has invested USD 1.7 billion a
guarter in infrastructure for seven years. So, just to clarify, investment is needed
in networks, but also in data warehouses and servers, and all sorts of other
things. The myth that the Over The Tops do not invest does not apply to the
majority of them. It is important to clarify that. Over The Tops have invested over
USD 100 billion combined in the last five years. At double the level, we are 20%
of that.

Regarding data, first of all, again, it is clear that we all have data.
Telecommunication operators have data for billing that comes through to
advisers; we have data that is sometimes statistical, quantitative, and sometimes
gualitative, individual. It is clear that data are an incredible opportunity to develop
services. If we think about e-commerce and retail, it clearly is important to know
who and where our customers are.

Good data is fundamental for profitability, fundamental for growth and for service
creation. There are different ways of looking at these around the world.

Either we create environments where we protect privacy but look at the detail of
every situation, or we protect privacy without creating generic rules that block

innovation, or we limit competitiveness.



Let me give you an example. If we compare the Europe of today with the United
States, clearly the ability in the US to use data and to develop and leverage
services on it is much bigger than in Europe. This is due to the frontiers, the laws
and regulations, due to the mentality. And this is creating a huge competitive
advantage in service development by and profitability of retailers and their e-
commerce activities.

We ought to think about the interests of users, but also the possibility of creating
services that users can offer by creating an ecosystem that allows sharing of
data.

Innovation will be more and more combinatorial. Imagine, hypothetically
speaking, if Google partners with a retailer, or Google and Facebook, for
example, or Google and Yandex, imagine the possibilities. Because together
they can access the customer when he is outside the shop, bring the customer
into the shop, and make the sale through that. Which sector are you in: retail or
the Internet? And who is the owner, Google or Facebook, or the retailer? Does it
really matter anymore?

We need to make sure that combinatorial innovation becomes possible if we
want our economies to develop.

The issue is not whether we should block data, but how we can share data while

respecting people: how to share data respecting people.

N. Sheffield:
Thank you. Professor Athey, you have done a lot of work on data. What have you

found?

Prof. S. Athey:
Allow me to pick up on the last theme. | completely agree that countries, and
Europe in particular, can stifle innovation significantly through policy. It can be

difficult to have a conversation about economic costs and benefits in that regard.



In Europe, there is a legal framework that privacy is a fundamental human right. |
| have been told that | should not, as an economist, even discuss costs and
benefits. The news media is very important for protecting democracies in Europe,
yet they need to be funded through advertising. However, if they are limited in
how they can use that data, they may not be able to fund themselves and
survive.

A rational policy is needed around data, that enables innovation to occur but still
protects the user’s privacy, as Mr. D’Asaro Biondo mentioned. We need to think
about revamping privacy policies to be meaningful, to provide consumers with
real choice, so that they will be comfortable allowing their data to be shared in a
way that allows innovation.

If we are thinking about expanding credit, for example, providing more credit to
small businesses, to be able to participate in the Internet economy, or to ‘bank
the unbanked’, then we need to think about using more data: using data from
people’s cellphones, their locations, to be able to extend them credit. We need
policies that will protect consumers, yet allow these types of products to be
created.

More broadly, data are a strategic asset. Hence, companies need to think about
what data they have, what data their competitors have, and who will enter new
businesses because of the data they have. A logistics firm might enter the credit
business, because they can see the suppliers’ shipments being received and the
shipments coming out from a firm.

We want to look at who has the greatest data assets and what new products and

businesses they will enter in the future. It could really change business models.

N. Sheffield:
| would love to hear the Russian Post’'s point of view on data. Mr. Aleksey Skatin,
Deputy General Director at The Federal State Unitary Enterprise Russian Post,

how can data assist in some of the infrastructure decisions you are making?



A. CKkaTuH:

«lMouta Poccun» cenyac obnagaeT ceTbio, KOTOpasi HacYMTbiBaeT 42 TbICAYM
MOYTOBbIX OTAENEHUN. JTO LEHTPbI BblAayM 3aKa3oB, KOTOPble CYLLUECTBYIOT B
KaXXgoM HaceneHHOM nyHkTe Poccuinckon dPepepaumn. bonee Toro, no Bcewn
CTpaHe B AOCTaBKe 3agencTtBoBaHO 14 Tbicsay aBToMoOMnen. HegasHo nosiBuncs
cobcTBeHHbIN  noe3n. Takke HanaXeHbl MNOCTaBKM  KPYMHbIX  06beMoB
camosietamu.

Ecnn BClo 3Ty MHQPaCTpyKTypy 3acTtaBuTb paboTaTb Kak HYyXHo, TO «[llo4yTa
Poccun» cTaHeT KNoYeBbIM WIPOKOM U KIKOYEBBIM JpanBepoOM pa3BUTUSA
WHTEPHET-TOProBnn. HO Mbl HE XOTUM OCTaHaBNMBaTbCA Ha 3TOM. Mbl XOTUM,
yTo6bLlI y nNOBOro MarasmMHa nosiBUNacb BO3MOXHOCTb MpogaTb ToBap — B
ropoge, roe npoxusaeTr MeHee 50 TbiCAY YENOBEK, UKW B NOCENKe, rae BCEro
TbicAYa xutenen, — B NobomM HaceneHHoM nyHkTe. O4HUM M3 CBOUX KITHOYEBbIX
OyayLmnX NpOEKTOB Mbl CYMTAEM CO3daHMe NNoLlanKW, rae Kaxabii npogasel,
KOTOPbIN yMeeT 4TO-TO NPOM3BOAUTb, MOr Obl pas3MecTUTb CBOW TOBap WU
AO0CTaBUTb €ro B NOBYI0 TOUKY, HE NEpPEXMBas O CPOKax N Ka4ecTBe AOCTaBKM.

B 3akntodeHne ckaxy, 4To NS co3gaHus NOMHOro uukia cepBUCHOM KOMMaHUN B
Poccun y Hac ecTb elle oaHa BaxHas npegnocbinika. A vMmew B BuAy
npegocTasBfieHne (PUHaAHCOBLIX YCNYr, A4aBHO CTaBLUNX 3aMETHOW COCTaBMALLEN
no4ytoBoro 6usHeca. Hawwu HapaboTkm B 3TONM obnactn nogaepxart U UHTEPHET-
TOProBf: Mbl MOXEM nNpeanoXuTb (UHaAHCOBbIE CEPBUCHI NpoaaBLam,
MCNOMb3YOLWMM Hawy NoLWaaKy B CBOEN KOMMEPYECKON OeATENBbHOCTN.

Mbl cuMTaem, 4TO cTpaTerusi, KOTopyr peanuadyet cendac «[llodta Poccuny,
AENCTBUTENBbHO MO3BOSINT HaM cAenatbh PbIBOK B 4acTW WHAPACTPYKTYpbl, B
4YacTu pas3BUTUS MHTEPHET-TOProBMM B LENOM, U Mbl Hageemcs, 4To Kk 2018 nnu
2019 rogy Ha 3TOM NaHenbHOM OUCKYCCUM BOMPOC O Ka4yecTBe OOCTaBKM eCcnn U

OyaeT yNOMSIHYT, TO TONbKO MO Cy4aiHOCTMW.



N. Sheffield:
Thank you. Does anyone in the panel have a view on this? And particularly, we
have got the front row VIPs here. Thank you. Can you please introduce yourself?

Thank you.

U. KocTyHoB:

Cnacunbo 6onblioe, Hukonb, 4To NpegoctaBunn MmHe cnoeo. A Mnba KocTyHoB,
penytat [ocygapctBeHHon [Oymbl. A xoTen 6bl obpaTuTb BHUMaHue
NPUCYTCTBYIOLMX Ha OOMH acrekT, KOTOPbIW, KaK HW CTPaHHO, HW pa3y He
ynoMsiHynu, a 6e3 Hero, Kak MHe KaXeTcsl, KapTuHa byaeT HenonHon. Pedb nget
BOT O 4YeM: B cpepe MHTEPHET-TOProBnn LEeNCTBUTENbHO NPaKTUYeCKU CTepThbl
rpaHuUbl, HO NOArOTOBKA KagpoB [OnNd  3TOM  OTpacnu, BO3MOXHbIE
rocyaapCTBEHHble AoTauuu, npuadBaHHble NoMoyb «lMovte Poccum» BbipBaThCA
Bnepen W HayaTb NPenoCTaBnATb Ka4YeCTBEHHbIE YCNyrn, — 3TO YHKUUS
rocygapctea. bes HanoroobnoxeHunsa, 6e3 cbopa HanNoroB rocygapcrBo He
MOXeT BbINOSTHATb 3TN PYHKUMN 3PP EKTUBHO.

30ecb A xoTen 6bl HANOMHUTL, YTO CYLLECTBYET OrpoMHasi npobnema, KoTopasi B
OOBCP HasbiBaeTcs pa3mbiBaHMEM Hanoroobrnaraemom 6asbl U yXxogom npubbinv
n3-nog HanoroobrioxeHusi. B aToM HanpaBneHUn CyLecTBYHT Cepbe3Henlune
npoekTbl: K 2017 rogy nnaHUpyeTcs NPOBECTM CaMyto paanKanbHy pedopmy 3a
nocnegHue 100 net. Ho npobnembl ectb cerogHa n B Poccun. A gymato, 4Tto
MHOIMe yauMBUNUCb, Korga npounTanu HegaBHo B CMW, yto B 2013 roagy
«Angekey Boinnatun 3,3 munnuapga pybnen Hanoros. 3710 YyTb 6onbuwe 8% oT
obopoTta «AHgekca» B Poccun. Komnanua Google, Takke paboTtas B Poccum,
BbinnaTuna npumepHo 470 MUNINOHOB pybnen, YTO COOTBETCTBYET MEHEE YEM
3% ot ee obopoTa. Npun atom Google gocTaTouHO NpeacTasneH B Poccuun. Ewe
MarieHbkasa geTanb: Kak Bbl 3HaeTe no coobuweHnam 8 CMW, B MpnaHgum (a aTo

He camas 6onblias CTpaHa) Ta XXe KOMMaHuA Google 3a CeMb J1eT MnoKasarla



obopot 6onee 40 munnuapaoB eBpo. YUTo genaTtb ¢ 3ToM npobnemon? He
COBCEM MOHATHO. ACHO, YTO HENb34 €e NTHOPUPOBATb.

MoOXHO HanaguTb pelleHve 3Ton npobnemMbl B  MEXrocygapCTBEHHbIX
OTHOLLEHUSX, Kak 3TO caenaHo, Hanpumep, mexay CLIA u AnoHwen. OuHun
obmeHuBaoTca MHdpopmaumen, m notom CLIA 3a cuyeT nonb3oBaTenemn
nepeynmcnsalT geHbrn AnoHUMM B TOM 4YacTu, B KoTopon npubbinb Obina
creHepupoBaHa B AnoHun. B EBpocotose pabotaeTr gpyrom BapuaHT. OH
nponucadH B [upektuee EC 2008/8/EC. Bnpoyem, cyTb pelieHna Ta xe:
Hanoroobnaraemas 6asa nepepacnpegensieTcsa B Ty TouKy, roe 6bina nonydeHa
Npnbbinb. MoXHO HayaTb urpaTb C Hanoramu: obnaraTb Hanorom oT obopoTa, oT
LndpoBOM ayantopumn, pabotatb ¢ pasnunyHbimm doopmammn HOC.

A xoTen 6bl Npu3BaTh Bac, yBakaemble KOMMern, BKIKYUTLCA B 3TOT NpoLecc,
ytobbl  BbLICTPOUTL Ha Tepputopum  Poccuinckon  depepaunm  camyio
NPOrpeccuBHYO, CaMylo CrpaBeanMBYIO, CaMyl perieBaHTHYI Harorosyto
npoueaypy 1, BO3MOXHO, He xaaTb 2017 roga, korga nosiBATCA pekoMeHAauum
O3CP. Mbl B NocyaapctBeHHon [lyme Poccuinckon denepaumm o3aboyveHbl 3TUM

BOMPOCOM 1 Npurnawaem Bcex k guanory. Cnacubo!

B. Ctpax:

Hobpbin geHb! MeHsa 3oByT BeceBonog Ctpax, 1 ocHOBaTeNnb MHTEPHET-MarasmHa
«CoTmapkeT». Ha pblHKE 3fIEKTPOHHON KOMMEpPLUM A NPUCYTCTBYHO YXKe OEeCATb
neT: A y4yacTBoBa&l B CTaHOBMIEHUWM 3TOr0 pblHKA, B €ro pasButn W,
COOTBETCTBEHHO, B ero 6byme B nocregHuve roabl. Ha MHOrMx atanax pasBuTus
3TOr0 pblHKA HaM O4YeHb He XBaTano Yy4acTus rocygapcrea B rnpouecce
CTaHOBIIEHNS1 HOBOW OTpacin u B perynupoBaHuu npasun urpbl. O4yeHb xarb,
YTO CerofHs cpean cnukepoB He Obin npeactaBneH «Cyabsi» WUMEHHO 3TOro
PblHKA — pPblHKA OYeHb NEPCNEeKTUBHOro, KOTOPbIA C KaXAdblM rofoM 3aHumaeT
Bce 6onbliyto gonto B BBI1. A 661 XxoTen nogHATbL BOMNPOC U BbICNyLWATh MHEHNE

NPUCYTCTBYWOLWLNX BOT O YEM: CErogHA Ha TEKyLleM pPbIHKE J1OKallbHbl€ UTPOKU,



Bedylwne CBOKW [edTenbHOCTb Ha Tepputopun Poccuinckon ®epepaumu,
Haxo4ATCH He B paBHbIX YCMNOBUAX C TEMWU UrPOKaMn, KOTOpble OCYLLEeCTBNAT
CBOIO OrnepaunoHHYI0 AeATenbHOCTb U3-3a pybexa.

OgHO 13  npeanoxeHMn — OBMOXUTb HamoroMm  Kaxayk  TpaH3akuumio,
NPOBOANMYIO 3MEKTPOHHBIM CNOCOBOM, M CNUCbIBaTb MOSIOXKEHHYD CYyMMYy B
pexunme peanbHOro BpeMeHu. MHe 6b1o0 6bl OYEeHb WHTEPECHO W MHEHUue
poccunckux urpokos (Omutpus KocTbirHa, [O3HHWM [lepekanbCku), U TO, Kak
NOCMOTPAT Ha 3TO NpeanoxeHne 3apybexxHble Urpokn. NMOHATHO, YTO NPKU TakoMm
peleHnn BOMpoca OHW MOTEPSOT KOHKYPEHTHOE MpeuMyLlecTBO, KoTopoe
UMeeTCs Yy HUX B HacTtosiwee Bpems. YTto oHm 6yayT genatb, ecnu ycrioBus

KOHKYpeHUnn mexgy HUMm 1 nokaribHbIMA UTPOKaMun BprOBHFII'OTCFI?

. KnumeHko:

3apascTBynTE ewe pas! A npocTto xouy elle «apoBuleK AoBpocuTby. 'epmaH
KnumeHko, MHCTUTYT pasButnsa nHtepHeTa. A nocmotpen undpsl. Nepen Hamu
CUOAT OBa npekpacHblXx urpoka — [OaHHM v Omutpuin. JenctBuTenbHoO, 9TO
NpeKpacHble POCCUNCKME MarasuHbl, KOTOpble OOCTOMHO BbIMMSAAT Ha pPbIHKE
31IEKTPOHHOW KOMMeEPLUKU N aBRA0TCA ee onarmaHamu. K Tomy ke OHM BXOOAT B
NepByd COTHIO POCCUMCKMX KOMMaHWW MO MHTEepHeT-nocewiaemoctn. Ho ectb
ofHa 0CoB6EeHHOCTb.

A ouveHb nwbnio Big Data, 3gecb 0 HuMX MHOro rosopunocb. OgHako y Hac
cywiectByeT Takaa npobnema: cambiM MOMNyNSApHbIM CaWTOM, BXOASALNM B
nepBylo0 OecATKYy no nocewaemocTtn, sasndetca Alibaba.com — npekpacHas
ToproBas komnaHus. Bpoge 6bl 3TO 340pOBO, YTO OHa BXOAWUT B AecATky. Ee
canT  nonynsipHee  KpynHeuwero pPOCCUNCKOrO  TOPPEHT-Tpekepa, Mo
NONYyNAPHOCTM OH HaxoguMTCA Ha OAHOM YPOBHE C KpynHewnwen 6ecnnaTHOM
JOCKON 0ObsABNEeHuMn, obroHseT no nocewaeMoctn komnaHuto Microsoft, roe
Kaxabl rpaxgaHnH Poccun obHoBnsieT cBon codpT. NepBas gecsatka — 3TO

cepbe3Ho. 3Ha4YNT, ecnn KOMHYTb BHYTPb, BbISICHAETCS, YTO MHTEPHET-TOProBS B



Poccumn yxe noctpouna cson «mup 6e3 rpaHuuy. Bcé Kak B HasBaHWU Halleu
ceccun. BoT TOMbKO YTO Mbl Nofnlyv4aem B pesyrnbrate?

Mwup 6e3 rpaHuy, npuBoguT K ToMy, 4YTO B Poccum gencteyet Alibaba.com. 310
NpeKkpacHbI CepBUC, S CaM MOKynakw TaMm, BCE O4YeHb 3[0POBO, OYEHb JeLleBO
(3TO 04YEHDb BaXXHO). DTO YyKasi SKOHOMMKA, 3TO Yyxune, bonee geleBblie AEHbLIN,
bonee gewesas paboyas cuna n abCconTHO HeperynupyemMble coobuiatolmnecs
cocyabl. KomnaHus, koTopas 3a ABa roga ¢ Hyns Bblpocna B Ton-10.

A BOT yeM [ASHHU n OMUTPUIA 3aHMMAIOTCH Ha BHYTPEHHEM PbIHKE: pOCCUNCKas
WHTEPHET-TOProBIisi — 3TO BHYTPEHHUM KaHHWbGanuam. MIX npekpacHbln pocT
oOycnoBreH He KakMM-TO ecTeCTBEeHHbIM pasButuem, a nobegon Hag
KNacCU4YECKUM PUTENNOM: OHNaMH-TOProBNs pacTeT, a PUTEnsT Ha BHYTPEHHEM
pblHKe nagaeT. Bbl3aBaHO 9TO TeM, YTO B HalleW POCCUNCKON IKOHOMUKE OYeHb
MHOro npobnem. Mbl MNPOCKOYMNM OYEHb MHOrMe uctopun. Mbl He TONbKO
npockounnn nengxepbl (3noxa nengxepoB B Poccuu 3akoH4mnacb Bcero 3a
HEeCKOmnbKO NneT, Aaxe He ycnena cpopmMmpoBaTbCs KynbTypa NoTpebneHuns), Ho
N B 9NIEKTPOHHYH KOMMEPLMIO BOLLSTN C OFTPOMHON CKOPOCTbIO.

Mbl BOLWM B OFPOMHBIA MUP HECOrnacoBaHHbLIX HANoOroBblX ycnosun. B aTtom
oTHoweHun a noaaepxy Cesy Ctpaxa n AeNcTBUTENbHO XOoTen Obl 06 3TOM
MOroBOPUTL: CYLLECTBYET OrpoMHasi npobnema. Ha Hawem BHYTPEHHEM pPbIHKE
AaHHM n OmuTtpun 6blOTCA 3a XOPOLYH MpeMUanbHy ayauTopuio, U
NpoucxoanT onpeaesieHHoe paccrnoeHne pbiHka. Heobxoammo ypaBHATL UIPOKOB
Hallero pblHKa B npasax, NOTOMY 4TO, eule pa3 NoBTOPHCb, BOT cnaAT [aHHM n
OMnTprin, OHM BXOAAT B COTHIO, a ecTb Alibaba.com, koTopbin gOMUHUpPYET B
MHTEPHeT-Toprosrie Ha Tepputopun Poccunnckon deagepaunn. Hawm BHyTpeHHNE
UFPOKM YTO-TO AenarT, HO OCHOBHbIM MX MapKETUHIOBbIM MPUEMOM SIBNSIETCS
CHWKeHME LUeHbl. MHe KkaxeTcsl, 4TO ecnu Mbl FOBOPUM O KOHKYPEHLMU, TO
KOHKYPEHLUMSA BCe-Takum [AoSmkHa OblTb 4ecTHou! W 3gecb Ha nepBbid MnaH
BbIXOOQUT perynupylowas ponb rocygapctea. MOXHO KpuUTUKOBaTb €ro 3a

MeanMTenbHOCTb, MOXHO, HAaobOpOT, nonaratb, YTO OHO AEWCTBYET CIMLLKOM



nocnewHo un HeO6,D,yMaHHO, HO B Nntobom cnyyvyae Mbl — U y4aCTHUKU PbIHKa, U

rocygapCTtBeHHbI€ OpraHbl — OOJTXXHbl BMECTE UCKaTb peLleHne aTomn npo6ne|v|b|.

N. Sheffield:
Is there anyone on the panel who would like to address that? Mr. Zavadskiy,

perhaps?

M. Zavadskiy:

Thank you. First of all, | would like to say that we would like local businesses and
local economies to see it not as a threat but as an opportunity. We recently
launched a couple of new products that are actually aimed at helping local
businesses and local companies.

One project is the launch of the first seller on our Chinese platform: the first
Russian company has launched a store there. We believe it is going to be a
success. It started with food, because Russian food is quite popular in China, as
we found out. We truly hope that more Russian goods will follow.

The other panelists were talking a lot about Russian producers. We are talking
more about Russian traders, protecting Russian retailers: not the companies that
produce Russian goods, but the companies that trade in foreign goods. Their
business is very respectable, of course. We need to think about every business
in Russia, but the priority should be thinking about how to support Russian
producers; how to support their growth inside and outside Russia.

Our second project is a contest with the Skolkovo Foundation, which we
launched recently: to find the best Russian B2C companies working in
electronics and selling their products globally through Aliexpress. Personally, as
the GM of Alibaba Russia, | see this project as one of my top priorities, and hope

this contest will be a success, also in terms of fostering innovation in Russia.



Talking about competition with local players, | do not think this question is that
urgent. Again, only 2% of Russian retail is e-commerce, so the growth potential is
enormous; everyone will find their place there.

In summary, if we take e-commerce as a whole, Aliexpress deals with only a
fraction of this. We do not sell services; we do not sell tickets; we do not sell a lot
of furniture, or large household items, which is actually a big chunk of e-retailing.
This issue has been raised before over the past year, and again earlier this year.
What we are seeing is that generally speaking, society is not really agreeing with
this concept. We have seen many polls on the Internet, and usually people vote
in favour of having a choice of where they buy goods.

As for the other issues mentioned, | can just say that we are working within the
legal framework. We are ready for any discussions. We are in constant
discussions with the government, and we will be happy to start and continue our
conversations with the Duma or any other legal entity that will start these

conversations. Thank you.

N. Sheffield:

Thanks, Mr. Zavadskiy. Mr. D’Asaro Biondo, would you like to comment?

C. D’Asaro Biondo:

Two comments. First of all, the average taxation that Google paid globally in
2014 was 20%, at a total global level.

The second point is that | agree, and Google agrees, that taxation systems were
invented before globalization happened. Today, in a world where flows of money
for revenue and for costs are global, taxation probably needs to be reviewed, so
that the repatriation of wealth happens in a different way.

But it has to be thought through. Comparing companies is difficult. Google is in
Russia; we work in many countries, but in most countries, the majority of the

turnover we make in that country is generated outside that country, because they



ask us to provide them with customers from other countries: we are a bit of a
window to the world. Our costs are global. If you look at Ireland, we have an
investment of more than USD 10 billion in Ireland, and employ 4,000 people.
There is no country in the world, outside of the United States, where Google
employs that many people.

So the problem is that taxation actually needs to be reviewed. We are
contributing to that by working with the G8 as much as we can. It is not about
accusing multinational companies; it is about finding a way to create a system
that is effective, that ensures a balanced world, and that works across countries.
It is a very serious issue, a fair problem, but sometimes we talk about it a bit too
emotionally. We should look at the facts, compare companies that are
comparable, not companies that are not comparable, and try to find ways that
work and make sense. It is a serious issue, and we are ready to collaborate with
every government in trying to find the right approach for that. We hope for a
globally coherent approach, so that competition can be fair, and innovation can
come.

The contribution a company gives to a country is, of course, taxation. However,
this is only one part of the company’s overall contribution. A company such as
Google contributes to a location country in many ways: by helping small and
medium companies to export; by helping to define and develop infrastructure for
education systems; by bringing the rest of the world to that country; and by
projecting the image of the country to the world.

| hope the emotions that we have around taxation do not impede us from seeing
all the value and all the efforts a company such as Google puts in every day to

provide value to society in so many ways.

N. Sheffield:
Thank you. We can take one question. Just put your hand up if you have a

guestion. Back here?



H. Karonis:

My name is Haris Karonis, and | am CEO of Viva Wallet in Greece. We are an e-
money licence company, and we have a licence passport in 31 countries in the
European Economic Area.

We are speaking about the digital economy today. One of the biggest problems
in the digital economy is the problem that we have regarding email and know-
your-customer (KYC). In different countries, there are different methods of KYC.

What is your opinion on that?

N. Sheffield:
Who would like to take that question? Could you repeat the question? | think

there is some confusion.

H. Karonis:

The main problem with the digital economy is that most of companies are using
different payment methods. In different countries, we have different KYC
procedures and anti-money laundering (AML) procedures. If we are talking about
a global digital economy, what about the AML and KYC procedures — how they

affect the digital economy?

N. Sheffield:

Professor Athey, would you like to answer?

Prof. S. Athey:

Thank you. Mr. Karonis has correctly pointed out that financial services
innovations are crucial in the development of global commerce and that
international payments present a great challenge right now globally.

There has been a lot of movement in the last two years among banks and

financial institutions around the world to make faster payments, faster



settlements. It can take up to eight days to move money from the US to Africa;
many multinationals spend enormous amounts in fees, and tie up capital all
around the world with their supply chains, because of failures in the global
payments system.

| am on the Board of a company called Ripple Labs, which is working for real-
time global settlement. There are a number of start-ups today trying to partner
with global financial institutions to improve this. Telecommunications companies
can perhaps also provide solutions of this sort. It will have a significant impact on

global commerce.

N. Sheffield:

Mr. Johnsen, could you give some guidance there?

K.-M. Johnsen:

| would like to comment on what was said here about distribution, because it
depends on the perspective. From a political point of view, if you look towards the
end of this thing, all you can do is look all the way to the wall there. If you are
focused on the short term, then, of course, the priority is to protect national
champions: let them have time to restructure themselves, try to avoid selling data
across borders, so that you can keep those workplaces you are protecting. If you
do that, fine, but there is a price to pay for it.

The issue that was brought up regarding Greece is, to some extent, a function of
the fact that Europe consists of a lot of countries, whereas the United States
consists of a lot of states, and China is one country. You may not have these
‘European’ problems there, | guess.

The moment politicians decide they want to move on to be a competitive
economy, and let distribution be handled by private players, rather than the old
champions owned by the government, the time when we are ready to let

information go across borders in an efficient way, so that we can establish the



same platforms, for example, throughout the whole of Europe, that will be a big
step forward.

Right now it is not that way yet. | have met with several representatives of
various governments who all basically do not want to let Telenor Group transfer
data across borders, because they want to protect five or ten workplaces, or a
hundred; | do not know what it is. It is, however, a short-sighted strategy; it
means we are not granted access to the kind of competence that Google is
referring to, that is being built up. It will not pay off in the long run. The politicians
have a tough task, and the regulators have a tough task of choosing between the

short term or long term. | would advise: think long term.

N. Sheffield:
Thank you very much. This has been a great panel. There were a lot of us, and |
wish | had more time with you. | would like to ask everyone to please thank the

panel.
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