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Always-on broadband access has already 
changed our relationship to computers, 
telephones and TV. Now it is transform-
ing our relationship to everything else.  
Welcome to the Internet of Things, a 
world in which everything from cows 
to bicycles is connected to the Internet.

Its been a long time coming. So called 
smart homes, filled with appliances that 
could call repairmen automatically when 
they start to break down or refrigerators 
that would automatically order groceries 
when the milk runs low, have been hyped 
since the 1980s. But most of us are still 
being put on hold by Darty or Sears when 

the washer is on the fritz, or resignedly 
trudging to the grocery store when the 
fridge is empty.

That could soon change. The cost and 
complexity associated with connecting 
everything to the Net is dramatically de-
creasing, thanks in part to innovations 
by European and U.S. start-ups. Some of 
the best companies in this space will be 
demonstrating their products and services 
on the stage at Le Web, an annual Internet 
conference in Paris organized by Loic and 
Geraldine Le Meur.

Connecting everything will spur entire-
ly new ways of interacting with the world. 
In Frog Design’s report,“Coming Zombie 
Apocalypse,” user experience expert Scott 
Jensen describes a world of devices that 

are able to proactively join forces to solve 
problems for people on the fly. He predicts 
we will have a display on our phones or 
devices that lists and potentially ranks 
nearby things, which will have their own 
interfaces, and will create an experience on 
demand and in context. “The idea of a user 
downloading, managing and launching 
apps will be just plain silly,” says Jensen.

It is a nascent area that is ripe for inno-
vation and promises to reap rich rewards 
for start-ups that get it right. The IoT and 
machine-to-machine communication mar-
ket is projected to be the fastest-growing 
technology segment in the IT sector in 
the next three to five years, according to 
a report by marketandmarket, a research 
firm. The report predicts that the sector 

will be worth $290 billion by 2017, up 
from $40 billion in 2011. In 2011, Europe 
accounted for about 30% of global rev-
enue, and is expected to grow at a com-
pounded annual growth rate of 27.4% 
from 2012 to 2017. The Asia-Pacific and 
North American markets are projected to 
contribute $92.8 billion and $56.3 billion, 
respectively, by 2017.

The task of connecting virtually  
everything takes the concept of scaling 
up to unprecedented levels. A chief chal-
lenge is bringing down the cost of con-
necting billions of new devices. SIGFOX, 
a company based in Toulouse, France, 
which is being billed as the first operator 
of a cellular network fully dedicated to 
machine-to-machine (M2M) and Internet 
of Things communications, thinks it has 
that problem licked.

SIGFOX, which raised a $10 million 
series B round in September led by Intel 
Capital, together with existing investors 
Partech International, Elaia Partners and 
IXO Private Equity, has developed pat-
ented technology which it says allows it 
to use narrow band technology to provide 
connectivity for objects at a fraction of 
what it costs telecom operators. It says it 
can cover all of France with 1,000 antennas 
for around $2 million.

“We have found a way of sending data 
with little energy and very cheaply,” says 
SIGFOX founder and CEO Ludovic Le 
Moan, a scheduled speaker at Le Web. 
“Traditional telecom operators can’t do 
the same.”

Cownectivity: This cow and others in the Pyrenees 
are now connected to the Internet. The cows’ ears 
are pierced and modems inserted so that their 
whereabouts can be tracked via a dedicated Internet of 
Things cellular network developed by france’s sIgfoX. 
The info is transmitted to researchers studying the 
moving patterns of herds. soon just about everything 
else from plants to our brains could be Web-enabled.
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At this year’s Le Web, a Paris confer-
ence taking place December 4-6, or-
ganizers Loic and Geraldine Le Meur 
won’t just have the Internet on their 
minds: they plan to literally link their 
brains to it.

The Le Meurs are set to take part in an 
on-stage demonstration of thought-con-
trolled computing technology developed 
by InteraXon, a U.S. company. Sensors 
at the front and sides of the headbands 
they will wear will gather information 
on how their brains are functioning via 
electroencephalography (EEG scanning), 
and then send the info wirelessly over the 
Internet to their personal mobile devices.

InteraXon’s brainwave-sensing Muse 
headbands, which retail for $199, offer 
wearers the ability to see their brain 
function in real time and use the info to 
improve or change it. “If you are really 
stressed you can flip on the headband 
and do some exercises to get to a more 
neutral state or if you are distracted you 
can do focus exercises to be more effective 
when taking tests,” says InteraXon CEO 
Ariel Garten, a scheduled speaker at Le 
Web. The company has raised $177,000 
on crowd-sourcing platform Indiegogo.

Garten predicts that tracking brain 
states will give rise to a whole host of 
“cool applications” such as music play-
ers that sense your mood and play tunes 
to make you happy if you are depressed 
or “brain wave match making” that would 
pair people according to how they re-
spond to things.

The brain-technology connection can 
also be used as a new channel for social 
signaling. Instead of a headband, Neu-
roSky, another U.S. company, sells fluffy 
cat ears for $99.99 that also make use of 

EEG technology and move in real time 
according to your state of mind, letting 
everyone know what mood you are in.

Gimmicky as it sounds, in the near fu-
ture the same technology could be life-
changing for people with severe physical 
handicaps or attention deficit disorder.

NeuroSky’s technology senses analog 
electric brainwaves and processes them 
into digital signals to make measurements 
available to power the user interface of 
toys like the cat ears, Mattel’s Mindflex 
or Star Wars Force Trainer. But the same 
technology can also be applied to inves-
tigational medical applications. Stanley 
Yang, the chief executive of NeuroSky, 
says he expects to have technology ready 
by the middle of next year that will help 
people with Lou Gehrig’s disease, cerebral 
palsy, or any condition that leaves people 
physically incapacitated but still mentally 
sharp, to communicate their needs, their 
desires and their thoughts. NeuroSky is 
collaborating with a company in Brazil 
on a headset that can use brainwaves to 
operate a simple keyboard program, al-
lowing those using it to spell out what 
they want to say.

NeuroSky says it successfully tested 
the system on a 21-year-old man with Lou 
Gehrig’s, or Amyotrophic lateral sclerosis 
(ALS), a disease of the nerve cells in the 
brain and spinal cord that control vol-
untary muscle movement. He was asked 
baseline questions to ensure the system 
was working and then was asked if he 
loved his mother. The keyboard typed 
yes over and over again, recalls Yang. It 
was the first time in his life that the man 
had been able to express the emotion to 
his mother in words and he wanted to 
make sure she got the message.

Systems that allow people with ALS 
to communicate have existed for a long 
time. British physicist Stephen Hawking 
is a high-profile example. He has used a 
variety of technologies, including a special 
infrared laser attached to his glasses, to 
communicate using pulses from his right 
cheek. “What we have just begun to do is 
to consumerize these expensive technolo-
gies,” says Yang. “My goal is to be able to 
sell a system for below $100 and certainly 
never over $200.”

NeuroSky’s technology is already in-
stalled in over a million devices. Among 
them are biosensors used in a game that 
retails for $149 called Focus Pocus, devel-
oped by university professors and experts, 
that uses brain-wave tracking and training 
to treat children with attention deficit 
syndrome (ADD) and attention deficit 
hyperactivity disorder (ADHD). Focus 
Pocus, which can be played individually 
or against an opponent, includes a training 
mode with performance tracking to help 
kids master their concentration powers 
through 12 mini-games. The parental 
reporting application FocusIn uses per-
formance and EEG data to generate daily 
and end-of-training reports. In training 
mode, the difficulty level of the games is 
adaptive, adjusting game-by-game to the 
performance of the child.

The promise is huge, says NeuroSky. 
On its web site it predicts: “we will see 
a day in the near future where heart at-
tacks will be mitigated, seizures avoided, 
machines operated, movies edited, games 
controlled, REM prolonged, bulls eyes 
scored, and lessons learned using only 
the power of biosensors.”

Like Yang, InteraXon’s Garten is con-
vinced that the best is yet to come. “Brains 
will be connected to technology,” she says. 
The Le Meurs can attest to that.

gimmicky as it sounds, in 
the near future the same 
technology could be life-
changing for people with 
severe physical handicaps or 
attention deficit disorder.

Connecting Our  
brains to the Internet

above:  neurosky’s fluffy cat ears make use of 
eeg technology to move in real time according to 
the user’s state of mind.

Philippe Botteri, a judge in the start-
up competition at Le Web, an annual 
Paris-based Internet conference that 
attracts a global audience, has worked 
in the technology industry for the past 
15 years, most of it based in Silicon 
Valley. Since joining Accel Partners 
in London in 2011 Botteri’s focus has 
primarily been on the Internet, cloud 
computing and software-as-a-service 
(SaaS). He led Accel’s investment in 
Paris-based BlaBlaCar, a pan-European 
pioneer in ride-sharing, and in Docu-
sign, a global SaaS company special-
izing in electronic signatures.

He also co-led Accel’s investment in 
HouseTrip, a next-generation holiday 
rental booking website. Prior to joining 
Accel, Botteri worked in the Menlo Park 
office of Bessemer Venture Partners, 
a global venture firm, where he led or 
supported investments in early- and late-
stage companies in the U.S. and Europe. 
Before joining Bessemer, Botteri spent 
eight years with the high-tech practice 
of McKinsey & Company in Silicon Val-
ley and Europe, specializing in the soft-
ware and Internet sectors. He recently 
spoke to Informilo’s Jennifer L. Schen-
ker about the European tech landscape.

How has the European landscape 
for start-ups evolved since Accel 

Partners first started investing?

The landscape in Europe has really 
changed and that makes the geogra-

phy really exciting. Our first fund, raised 
in 2001, was focused mostly on start-ups 
in the UK and in Israel. That was where 
most of the opportunities were at the 
time. If you look at our third and current 
fund we are pretty much investing all 
over Europe – the UK and Israel remain 
important for us but we are also very ac-
tive in France, in Germany, in Spain, in 
every country of the Nordics, in Eastern 
Europe and Russia. That is the big shift 
in the last few years. There is not a place 
in Europe equivalent to Silicon Valley. 
Europe is made of a dozen hubs – includ-
ing London, Paris, Tel Aviv, Stockholm, 
Berlin and Moscow for example — and 
when you put all these hubs together you 
have a very good ecosystem and a lot of 
exciting investment opportunities.

How does Paris fit into the pic-
ture? London and Berlin seem  to 

be getting all the buzz.

From our perspective Paris is one 
of these hubs. It is a very active ge-

ography for us. We have invested around 
$60 million in start-ups in France in the 

past three years including Showroom-
prive.com, BlaBlaCar and Shopmium. 
France is really innovative in creating 
new business models – the country’s 
flash sales model has been copied around 
the world, Criteo invented retargeting, 
BlaBlaCar, a ride-sharing service, was 
the first to develop a business model 
around people booking rides in the 
same way they book a train ticket. Simi-
lar companies in the U.S. have emerged 
following BlaBlaCar but the Paris com-
pany was the first to develop the activ-
ity at scale (2.6 million  members now 
across Europe which is more than 10 
times their closest U.S. competitors) and 
invent a simple and safe transactional 
model online. They have now expanded 
from France into six other European 
countries.

France is getting a bad rap right 
now in the press. Is this scaring 

off investors?

I don’t think France has a particu-
larly bad reputation for investors. In 

the tech scene it has some pretty interest-
ing successes and U.S. funds are looking 
at the market more actively. In addition 
to Accel Partners’ investments Summit 
Partners invested in vente-privee.com, 
Bessemer in Criteo and Battery Ventures 
in Neolane so I think people are starting 
to realize that France is an attractive ge-
ography to invest in. 

Of course the recent change in the law 
for start-ups is not really helping. The 
basic concept of the new government 

was to tax capital gains as salary. They 
tried to apply this across the board and 
did not realize the impact it would have 
on the tech ecosystem that is starting to 
emerge. This generated a lot of back and 
forth with the tech community (“The 
Pigeons” movement). The government re-
alized it went too far and tried to mitigate 
their initial proposal by adding a set of 
restrictions that would apply. Net net they 
are adding a lot of complexity and will 
create misalignment both at the founder 
and shareholder level. For example, two 
founders of the same company, one own-
ing 15% and the other 9%, will end up pay-
ing very different tax rates. The new law 
will likely create conflicting situations. 
Rather than making things simple and 
promoting the ecosystem this tax scheme 
will make things more complex and will 
make start-ups spend time and money 
with tax advisors to understand the law 
and restrictions instead of focusing on 
building innovative businesses.

We’ve talked a lot about France. 
What do you see as Europe’s  

tech strengths?

Europe has proven to be a real in-
novator in several areas. We have 

talked about innovation in online advertis-
ing technologies and Internet with com-
panies like Criteo, Showroomprive and  
BlaBlaCar but the list is much longer 
(Spotify, Wonga, Housetrip, Badoo…). 
Israel, the UK, Eastern Europe, and the 
Nordics have proven to be very innovative 
software hubs, with companies like Qlik-

tech, Alfresco, Parallels, or Wix. One other 
area that we particularly like and where 
Europe has been historically very strong 
is gaming. We invested in Playfish, Game-
forge, Rovio, Mindcandy and Supercell 
in particular. Supercell is a phenomenon 
– the company has the fastest revenue 
ramp up of any company that Accel has 
ever invested in worldwide. Supercell is 
generating more than half a million dol-
lars of revenue per day and they reached 
that level in two or three months after 
launch of two games. One of the reasons 
is that this company has been success-
ful is its tablet-first strategy. The other is 
that the team has real gaming DNA and is  
very creative. Recently Supercell’s Clash 
of Clans and Hay Day and Rovio’s Star 
Wars were the top three grossing apps 
on iOS. This is quite an achievement for 
these companies.

There is a persistent belief that VC 
returns in Europe are inferior to 

those in the U.S. Is it true?

This is not what we have observed. 
The way that the venture industry 

everywhere in the world works is that 
the returns are usually concentrated in 
the top quartile firms, while the rest of 
the pack are not as successful. Institu-
tional investors invest in U.S., Asian and 
European funds and all the funds are 
benchmarked at a global level.

If you look at Accel historically our 
fund-raising process has been short and 
successful. For example, we started rais-
ing our last fund at the end of 2008, the 
worst time ever to raise money, and closed 
the fund in a matter of weeks. There is a 
strong appetite from institutional inves-
tors for European funds that are perform-
ing well. The fact that Accel is a global 
platform is a key differentiator for us. One 
other element that Institutional investors 
are looking for in a geography is its abil-
ity to generate large outcome, typically 
north of $500 million, and now Europe 
has proven its ability to generate those 
outcomes. Here are just a few examples 
of companies that have exited above this 
value or have the potential for it: in France 
you have vente-privee.com, Iliad (Free.
fr), showroomprive.com, and Criteo; in 
the UK there is Wonga, Spotify, Playfish, 
Badoo, Mindcandy and Alfresco; Sweden 
produced Qliktech; and in Eastern Europe 
there is Skype, Yandex, Avito, Mail.ru, 
KupiVIP and Ozon. So there is enough 
evidence for VCs to be confident and for 
limited partners to be optimistic about 
producing superior returns in Europe.
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there’s Reason to be bullish 
about european start-ups

accel Partners’ Philippe Botteri

 By jeNNIFeR L. sCheNkeR
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successful european Venture  
backed Companies by Country
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this map was created by dn capital with input from the european venture capital association digital task force. members of the task 
force include representatives from evca, dn capital (chair), facebook, atomico, informilo, creandum, delta partners, open ocean capital, 
earlybird, ventech, 360 capital partners, gimv, adara venture partners and ballou pr.
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INteRNet OF thINgs

 sigfoX 

(www.sIgFOx.COM)
LabÈge, FRaNCe
what it does: The first cellular network operator 
dedicated to M2M and the Internet of Things.
why it’s hot: SIGFOX’s patented Ultra Narrow 
Band technology uses free frequency radio 
bands (no license needed) to transmit data 
over a very narrow spectrum to and from 
connected objects. It expects to cover all 
of France by early next year and is already 
connecting everything from cows and goats 
to revolving billboards. In September the 
company closed a EU10 million Series B 
funding round led by Intel Capital, together 
with existing investors Elaia Partners, Partech 
Ventures International, and iXO Private 
Equity, to support international growth.

 evrythng 

(www. eVRYthNg.COM)
LONdON, uk
what it does: Provides a range of managed appli-
cations to help make physical products smart 
by connecting them to the Web.
why it’s hot: Founded in 2011 and formally 
launched in October 2012, EVRYTHNG 
is already working with several global 
manufacturer brand customers, deploying 
applications around the world. The company 
has an exceptionally strong founding team, 
including CEO Niall Murphy (The Cloud), 
and CMO Andy Hobsbawm (Agency.com). 
EVRYTHNG’s backers  include its founders, 
private investors, and Atomico Ventures.

 withings 

(www. wIthINgs.COM)
IssY Les MOuLINeaux, FRaNCe
what it does: Designs, develops, and industrial-
izes connected objects.
why it’s hot: Withings creates smart products 
and apps to help people across the world 

easily take care of their health and well-being, 
starting with its Wi-Fi Body Scale in 2009; 
it also provides a Smart Blood Pressure 
Monitor and the Smart Baby Monitor. 
Withings has opened its platform to the well-
being ecosystem, so users can take advantage 
of 60+ partner apps and services compatible 
with its products.

heaLth teCh

 

 cambridge temperature concepts 

(www.teMPeRatuReCONCePts.COM)
CaMbRIdge, uk
what it does: Its DuoFertility product helps 
infertile patients conceive naturally by provid-
ing continuous at-home fertility monitoring 
linked to expert support.
why it’s hot: DuoFertility is an at-home solution 
with internet-delivered care, so costs less 
than one-tenth as much as a cycle of IVF, and 
is non-invasive and drug-free. The product is 
suitable for about 80% of infertile patients, and 
has been shown to have the same pregnancy 
rate as a cycle of IVF for those patients. The 
company says the product took less than 18 
months, and £1 million, to go from concept to 
first consumer sales. This is about one-tenth 
the cost and time of a conventional medical 
device development process. 

 health analytics 

(www.heaLth-aNaLYtICs.CO.uk)
CaMbRIdge, uk
what it does: Leveraging big data to give Brit-
ain’s National Health Service a big-picture 
view of patients in its care.
why it’s hot: Its systems are used by multiple 
commissioners within the NHS and serve 
more than 1.5 million people. Users can see 
statistics and performance compared with 
neighboring practices, track emerging trends, 
review financial spend, and co-ordinate health 
initiatives across wider geographical areas. A 
finalist in the UK government’s Innovation 
Launch Pad initiative.

COLLabORatIVe  
CONsuMPtION

 

 blablacar 

(www. bLabLaCaR.COM)
PaRIs, FRaNCe

what it does: A trusted community marketplace 
that connects drivers with empty seats to pas-
sengers looking for a ride.
why it’s hot: BlaBlaCar, which helped pioneer 
this space, has 2.4 million members across nine 
countries and transports more than 400,000 
people every month, creating an entirely new, 
people-powered transport network. The 
company claims over 10 million seats have 
been offered since January 2009, and over one 
billion miles shared. It raised $10 million from 
Accel Partners and existing investors ISAI and 
Cabiedes & Partners earlier this year to help 
it continue its pan-European expansion. Its 
business is proving far more successful than 
those of copycats in the U.S.

web tO stORe

 augment 

(www. augMeNtedeV.COM)
PaRIs, FRaNCe
what it does: Helps users visualize 3D products 
in augmented reality before they shop.
why it’s hot: Augment can be built into apps 
and web sites quickly and easily, allowing 
customers to try before they buy. The 
company claims the service “drastically” 
boosts conversion rates. Augment is self-
funded and already generating revenue from 
online furniture companies, online art shops, 
3D developers and architects. 

e-COMMeRCe

 bonusboX 

(www.bONusbOx.Me/)
beRLIN, geRMaNY
what it does: Aggregates users’ purchase infor-
mation from loyalty schemes with data from 
users’ Facebook profiles.
why it’s hot: Metrics are power: when a 
purchaser buys something from an online 
retailer using Bonusbox, they’re asked if they 
want to join the loyalty scheme, which they do 
with their Facebook log-in. In return, they get 
closely-targeted offers. The company has so 
far attracted $1 million in funding.

 Justbook 

(www.justbOOk.COM)
 beRLIN, geRMaNY
what it does:  Smartphone app that picks three 
hotels per city, per day, and lists rooms for last-

minute booking at a deep discount.
why it’s hot: Originally launched in Germany, 
the app came to the UK earlier this year and 
is gaining traction. Backers include Dailydeal 
founders Ferry and Fabian Heilemann. 
Standing out in the crowded space of discount 
hotel bookings is a tall order, and the simple 
approach — just three hotels a day, under 
four simple categories (luxury, upscale, 
design, comfort) makes this unique among 
complicated last-minute apps and websites. 

 gidsy 

(www.gIdsY.COM)
beRLIN, geRMaNY
what it does: Gidsy, which bills itself as “a mar-
ketplace for authentic experiences,” connects 
people looking for fun and unusual things to do 
with experts offering those services. It takes 
a cut of the fees.
why it’s hot: Although there are competitors 
in this space Gidsy has raised $1.2 million and 
is rapidly expanding around the globe. Its 
backers include Amazon Chief Technology 
Officer Werner Vogels, actor Ashton Kutcher, 
Sunstone Capital and Index Ventures.

 wrapp 

(www.wRaPP.COM)
stOCkhOLM, swedeN
what it does: Social gifting service that allows 
friends to contribute to digital gift cards via 
Facebook and mobile apps.
why it’s hot: Another app that brings together 
retail and social: connecting via Facebook 
means retailers get demographics and other 
analytics, allowing targeted advertising while 
at the same time tapping into the feel-good 
vibe of gift-giving. The company’s team 
includes well-known seasoned entrepreneurs 
and its board of directors includes Skype 
co-founder Niklas Zennström and Linked-In 
co-founder Reid Hoffman.

Top 25 “Next wave” 
Companies
To identify the next wave of promising Internet companies 
in Europe and Israel Informilo asked some of the most 
active investors in the sector to nominate and evaluate 
companies outside their own portfolios. Informilo’s Top 
25 are not necessarily the newest, the biggest, or the most 
senior companies in their respective sectors; these are the 
ones to watch in 2013

 housetrip 

(www. hOusetRIP.COM)
LausaNNe, swItzeRLaNd
what it does: Online holiday rentals.
why it’s hot: More than 130,000 properties are 
available in over 15,000 destinations around 
the world. By the end of 2012, travelers will 
have booked more than 3 million nights’ sleep 
via HouseTrip since its launch in 2010. In 
October HouseTrip.com announced a $40 
million Series C funding round led by Accel 
Partners, with existing investors Balderton 
Capital and Index Ventures also participating. 
In its first year, HouseTrip.com was 
awarded the CTI startup label of the year and 
VentureKick awards. The company is  focused 
on Europe, the largest segment of the $100 
billion+ global holiday rental market.

 shutl 

(www.shutL.CO.uk)
LONdON, uk
what it does: Connects retailers such as Argos 
and Karen Millen with local courier compa-
nies, enabling online and in-store customers 
to receive their shopping  within as little as 90 
minutes or within a one-hour window.
why it’s hot: The company recently raised $2 
million from the UPS Strategic Enterprise 
Fund and existing investors Hummingbird 
Ventures and GeoPost. It will use the new 
investment to expand the team, acquire new 
retail partners, and prepare to launch its 
service in the U.S.

gaMINg

 supercell 

(www.suPeRCeLL.Net)
heLsINkI, FINLaNd
what it does: Real-time social gaming developer.
why it’s hot: Since pivoting to become a “tablet-
first” publisher the company has released 

two games: Hay Market and Clash of Clans; 
one is a global hit; the other a blockbuster. 
The company is now generating revenues of 
$500,000 a day.

b2b

 datahug 

(www. datahug.COM)
dubLIN, IReLaNd
what it does: Enterprise relationship  
management.
why it’s hot: Datahug’s mission is to 
automatically unlock the hidden network 
that exists within every company; it uses 
communication data coming in and out of the 
business daily to build a dynamic database 
of company-wide connections and uses an 
analytics engine to show who knows whom. 
The company secured $1.5 million in seed 
funding in May 2011 from super-angel investor 
Ron Conway and Ireland’s Oyster Technology 
Investments. Datahug has three of the Big 
Six global accounting and advisory firms 
as customers, and manages over 20 million 
connections every day.

 profitero  

(www.PROFIteRO.COM)
dubLIN, IReLaNd
what it does: Provides a dashboard that moni-
tors competitors’ products, producing metrics 
on prices, availability and shipping costs, etc., 
to give the user an up-to-the-minute view.
why it’s hot: Profitero was founded in the 
autumn of 2010 by Vol Pigrukh (CEO), Dmitry 
Vysotski (CTO) and Kanstantsin Chernysh 
(vice president, engineering). The company, 
which is headquartered in Dublin, is focused 
on the European and U.S. markets. Prior to 
setting up the company, the co-founders held 
a variety of roles in sales, marketing, retail and 
development at Google, IBM and Microsoft 
in Ireland. Profitero won IBM’s Global 
Entrepreneur of the Year 2012 and IBM’s 
Smartcamp competition in 2011. Its clients 
includes retail giants Tesco and the UK online 
grocer Ocado.

FINaNCIaL seRVICes

 borro 

(www.bORRO.COM)
LONdON, uk
what it does: Web pawnbroker; offers short-
term loans up to £1,000,000 secured against 
personal assets including jewelry, luxury 
watches, fine art, antiques, prestige and clas-
sic cars, fine wine and more.
why it’s hot: Charges interest rates between 2% 
and 6% per month; as of July had made £2.5 
million in loans. Says 62% of customers are 
small business owners using Borro to provide 
working capital. In October 2012 gained £16 

million in new funding from Canaan Partners 
and Ribbit Capital. The funds will be used for 
expansion in the UK and U.S.

 opengamma 

(www.OPeNgaMMa.COM)
LONdON, uk
what it does: Creators of the first open-source 
analytics and risk management platform for 
the financial services industry.
why it’s hot: OpenGamma aims to become 
the new standard for Quantitative Finance, 
radically democratizing the financial services 
industry and making it more transparent. In 
August it completed a $15 million Series C 
round of equity financing led by new investor 
ICAP plc, a leading interdealer broker and 
provider of post-trade risk and information 
services. Demand for lower-cost risk analysis 
tools like OpenGamma’s is growing rapidly 
with increased regulation and rising data 
volumes; the company is well-positioned and 
well-funded to take advantage of market trends.

 the currency cloud 

(www.theCuRReNCYCLOud.COM)
LONdON, uk
what it does: Makes international payments 
and transfers simple.
why it’s hot: The Currency Cloud’s service 
enables businesses to send, receive, track and 
automate their cross-currency payments 
process, significantly lowering costs and 
reducing expensive payment failures while 
increasing control and transparency. Over 
250,000 businesses and consumers have 
access to the company’s cross-border payment 
capabilities through 100 application partners 
and financial institutions. 

 gocardless 

(www.gOCaRdLess.COM)
LONdON, eNgLaNd
what it does: Allows smaller merchants to set 
up interbank transfers for customers via an 
online tool, the API or partners.
why it’s hot: Direct debit is still a popular way 
to send regular payments, and GoCardless’s 
offers means that small businesses can take 
advantage of banking tools that previously 
only the big boys could access. Anything that 
enables e-commerce for the little guys wins 
friends – and funding, as the $1.5 million raised 
so far demonstrates.

 etoro 

(www.etORO.COM)
tORtOLa, bRItIsh VIRgIN IsLaNds
what it does: Social investment network.
why it’s hot: 1.75 million traders have placed 
more than 17 million trades through this 
Israeli company’s award-winning OpenBook 
and WebTrader platforms since January 
2012. Traders can learn from each other, 
share live trading information and use their 
collective trading power. Received Best of 
Show at FinovateFall for its Social Trading 
Index, which enables traders to create their 
own indices and make them available to the 
eToro investment network.

 tradeshift 

(www.tRadeshIFt.COM)
LONdON, uk
what it does: A fee-free platform for e-billing 
and payments.
why it’s hot: With a growth rate of 60% a 
month, this Danish-born venture recently 
raised $7 million to expand the business. It is 
now active in 190 countries; customers include 
the EU’s new procurement platform, as well as 
the UK’s National Health Service.

 supersonic ads 

www.suPeRsONICads.COM
LONdON, uk
what it does: Provides virtual currency mon-
etization for online games, virtual worlds and 
social networks.
why it’s hot: It runs video, brand engagement, 
and direct response campaigns across 
a network of over 500 leading games, 
publishers, and social networks in 200 
countries. First virtual currency monetization 
platform to focus on the European market; 
has processed £50 million worth of virtual 
currencies since 2009.

 fifty-one 

www.FIFtYONe.COM
New YORk, NY, u.s.
what it does: International ecommerce plat-
form that enables U.S. retailers to transact 
with consumers in more than 100 countries 
and 40 currencies worldwide.
why it’s hot: Solves a problem experienced by 
many U.S. retailers looking to sell overseas. 
Works with more than 125 leading U.S. brands 
and retailers, including Williams Sonoma, 
Macy’s, J. Crew, and CB2. This Israeli 
company is experiencing triple-digit growth 
in sales volumes. Successfully pivoted from its 
start as a currency exchange.

COMPutINg

 raspberry pi foundation 

(www.RasPbeRRYPI.ORg)
CaMbRIdge, uk
what it does: Created and distributes a tiny and 
cheap ($25) computer for kids.
why it’s hot: The Raspberry Pi organization’s 
mission is to see its small but capable computer 
being used by kids all over the world to learn 
programming. There are currently more than 
500,000 Pis out there; there should be one 
million by the end of 2012. Next challenge: 
getting the Pi built into formal education 
programs around the world. 
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Rumors are swirling on Twitter and 
other social media channels that en-
trepreneurs are planning to move out 
of France in reaction to the govern-
ment’s new capital gains tax rules. “I 
know a lot of them but they are not to be 
disclosed,” whispers a veteran French 
venture capitalist. “No one wants to say 
publically that they are leaving and risk 
a contrôle fiscal (tax audit).”

At issue: an initiative by the new govern-
ment to tax capital gains as salary. Entre-
preneurs and investors quickly formed 
a group called “Les Pigeons,” slang for 
suckers, to express their opposition. The 
group gathered more than 34,000 support-
ers in less than six days on Facebook and 
generated thousands of posts on Twitter, 
with the founders of vente-privee.com and 
Meetic throwing in their support. 

“The government thinks France’s en-
trepreneurs are pigeons,” the movement’s 
initiators wrote on a dedicated Facebook 
page. “Anti-economic policies are crushing 
the entrepreneurial spirit and exposing 
France to a big risk.” The government real-
ized it went too far and tried to mitigate its 
initial proposal by adding a set of restric-

tions that end up creating misalignment at 
the founder and shareholder level. For ex-
ample, two founders of the same company, 
one owning 15% and the other 9%, would 
end up paying very different tax rates.

“The ideal scenario is that by year’s end 
we will be rid of the bad portions of these 
proposed capital gain tax measures; other-
wise angel investment will become some-
thing not worthwhile because the tax rate 
is so high and the risk so high that nobody 
would ever invest,” says venture capitalist 
Jean-David Chamboredon, who is widely 
credited with kicking off the Les Pigeons 
protest movement. A vote is expected in 
the French Parliament in December. “The 
irony of the situation is that when you 
look at France’s policies toward young 
innovative companies what is in place is 
quite favorable,” says Chamboredon, CEO 
of ISAI, a micro-VC fund seeded by suc-
cessful French web entrepreneurs.” But 
this capital gains tax scheme is basically 
dissuading angel investing and pushing 
entrepreneurs to try and escape France 
when they get liquidity.”

The capital gains tax policies are being 
implemented at a time when other Euro-

pean governments — which see the tech 
sector as key to stimulating their econo-
mies — are bending over backwards to at-
tract start-ups to move to their countries.

Faced with a choice of paying up to 
60.5% capital gains tax in France and 
navigating a byzantine set of rules that 
promise to mainly enrich tax advisors 
and lawyers, or paying 10% of the first 
£10 million in London or 0% in Belgium, 
it would not be surprising if some French 
tech industry stars pulled up stakes. (See 
the pull-out flowchart comparing capital 
gains tax rules on pages 10 and 11.)

“France has built the best early-stage  
ecosystem in Europe in the last 15 years 
and now this ecosystem is clearly at risk 
from all angles: this will impact business 
angels, venture capitalists and entre-
preneurs,” says Philippe Collombel, a 

partner at Partech International and a 
founding member of France Digitale, 
a French lobbying group that is com-
posed of both venture capitalists and 
entrepreneurs.

France Digitale stresses that France’s 
digital economy is important not just 
to investors but to the country’s future 
growth. A 2011 study conducted with 
Ernst & Young looked at 108 French tech 
start-ups, and found these companies’ 
revenues were growing 33% per year; 39% 
of revenues were generated internation-
ally; and the companies created 24% more 
jobs in 2011 than in 2010. Collectively 
these companies generate €1 billion an-
nually. The Internet sector in France is 
expected to contribute 5.5% of the GDP 
in France in 2015, up from 3.2% in 2009, 
according to a 2011 McKinsey study.

While mid-sized French companies 
with full-time employees are stuck, others 
can vote with their feet, says Chamboredon. 
“Two kinds of people are thinking about 
leaving the country: those that work at very 
young companies, with a small team who 
are unfunded — they are going to move to 
London, New York or San Francisco or 
wherever they can find some funding. The 
other kind of companies that could move 
are the very large ones. They know when 
they sell their business that they will prob-
ably pay much less capital gains tax because 
the French scheme is a really bad one.”

“A country that is incapable of offering its 
elite a future is doomed,” says Tariq Krim, 
the high-profile French founder of NetVibes 
and JoliCloud, a Paris-based cloud comput-
ing company which has attracted funding 
from Atomico. He complains that in addi-
tion to government policies local VCs are 
not taking enough risks. “Entrepreneurship 
and disruptive start-ups are the future of 
this country. We love Dior or Saint Laurent 
savoir faire but who is building the new 
global brands, who has the new French 
savior faire? I see our company crafting 
quality designed products like haute cou-
ture. Start-ups are the only way for French 

talent to express themselves at a global level. 
Shut down start-ups and you shut down the 
expression of that talent.”

If French start-ups do decide to leave, 
other European countries are ready to 
welcome them. IDA Ireland (Industrial 
Development Agency) has a dedicated 
team both at home and internationally in 
its Emerging Businesses Division which 
aims to attract foreign companies to set up 
their operations in Ireland, says IDA head 
Barry O’Dowd. The Irish government 
considers that these companies don’t just 
bring foreign investment – they help seed 
the ecosystem.

“Ireland has been punching above 
its weight in winning investment from 
early-stage tech companies over the last 
two years,” says O’Dowd. He says that in 
2012 the country attracted, on average, 
two start-ups a month to move to Ireland, 
exceeding its own targets. “The key to 
Ireland’s offering is access to skills and a 
thriving entrepreneurial culture,” he says.

It also helps that Ireland has a zero 
percent corporation tax on profits for 
start-ups during the first three years of 
operation and 12.5% thereafter.

U.S. start-ups that have set up opera-
tions in Ireland this year include Engine 
Yard, Zendesk, Dita, Riot Games, Marke-
to, Indeed.com, HubSpot, Aasonn, Keyed-
In, Otter, Ancestry.com, ExtenSys, and 
Van Tibolli. European start-ups such as 
SumUp from Berlin, CULTURETRANS-
LATE from Frankfurt, and Diaceutics 
from the UK have also opened offices. 
“Ireland is now firmly positioned as the 
location of choice for smaller business 
in Europe,” says O’Dowd.” This nicely 
complements the successes Ireland has 
had in attracting larger players like Face-
book, Twitter, Google, SAP and LinkedIn.

The UK Government, as part of its Busi-
ness Plan 2012–2015, is doing more than 
ever to make entrepreneurs welcome. It 
too has attracted its share of high-profile 
entrepreneurs, such as Germany’s Stefan 
Glaenzer, the founder of lastfm and Pas-
sion Capital, and Romania’s Emi Gal, the 
founder of Brainient. And the government 
has made no secret of the fact that it is hap-
py to welcome entrepreneurs from France. 
The UK Trade & Investment’s Global En-
trepreneur Program (GEP) hopes to attract 
the world’s best early-stage companies 
and entrepreneurs to set up their global 
HQs in the UK, by offering them a bespoke 
service to help companies that move there 
accelerate into global markets.

The UK’s new investors’ and entre-
preneurs’ visas will make it easier for 
high-value investors and entrepreneurs 
in future. Like Ireland, the UK has one 
of the lowest main corporate tax rates 
in the EU, generous tax allowances and 
competitive personal rates. The standard 
rate of corporation tax in the UK is 24% 
and the plan is to reduce it to 22% from 
April 2014. The UK also has an extensive 
range of capital allowances that allow the 
costs of capital assets to be written off 
against taxable profits.

Furthermore, the lifetime limit for entre-
preneurs’ relief for serial investors has been 
doubled and the relief available under the 
Enterprise Investment Scheme (EIS) and 
Venture Capital Trusts has been enhanced.

Berlin is also attracting both start-ups 
and venture capitalists. Soundcloud, 
which was founded by Swedish entre-
preneurs, famously moved to Berlin to 
build its company. Earlybird closed down 
its Hamburg office to open shop in Berlin 
and make Berlin its hub. And international 
VCs are becoming increasingly active with 
some, such as Macquarie, opening offices.

The German legislator is supportive of 
lowering entry barriers for entrepreneurs, 
says Albrecht von Breitenbuch, a counsel 
in the Berlin offices of Orrick, a global 
law firm that focuses on the tech sector. 
“Modifications of corporate law were in-
troduced some years ago to make it more 
simple and less expensive to incorporate a 
limited liability company,” he says.

What’s more, “public and private fund-
ing has improved substantially over the 
past years. In particular for seed capital 
there are a lot of public-funded programs 

on the market which make it easy for en-
trepreneurs to develop their ideas and to 
extend bootstrapping over a long period 
of time,” says von Breitenbuch. “And you 
can see investors competing for invest-
ment opportunities in the hot start-ups.”

That said, in a recent study Paris 
ranked well ahead of Berlin as a good 
place to be an entrepreneur. Research 
conducted by the Startup Genome and 
Telefonica Digital identifies the ecosys-
tem factors that have contributed to the 
success of Silicon Valley and uses those 
as a baseline to compare how well-suited 
other cities are to fostering entrepreneurs. 
Silicon Valley was number one, Tel Aviv 
two, London seven, Paris 11, and Berlin 15.

Even if it is ranked lower, Berlin is 
crafting a reputation for itself as a great 
place for entrepreneurs and getting a lot 
more buzz internationally than Paris. If 
the French government is not careful Ber-
lin and other European hubs could attract 
more than just buzz; they could also end 
up snaring more of its entrepreneurs.
 
 
 

battle of 
the hubs
While France proposes legislation that the tech community 
fears will penalize founders and investors other European 
governments are adopting policies to lure foreign start-ups . 

FOuNdINg MeMbeRs OF FReNCh LObbY gROuP FRaNCe dIgItaLe
eLaIa PaRtNeRs, 
represented by marie 
ekeland (vc)
PaRteCh INteRNatIONaL 
PaRtNeRs, represented by 
Philippe collombel (vc)
CRIteO, represented by 
jean-Baptiste rudelle 
(entrepreneur)
360° CaPItaL PaRtNeRs, 
represented by emanuele levi
sMaLLabLe, represented 
by cécile roederer 
(entrepreneur)
MeNINVest, represented 
by marc ménasé 
(entrepreneur)

wIthINgs, represented by 
eric carreel (entrepreneur)
IdINVest PaRtNeRs, 
represented by Benoist 
grossman (vc)
gO ON MedIa, represented 
by emmanuel jayr 
(entrepreneur)
VeNteCh, represented by 
jean Bourcereau (vc)
LeetChI, represented 
by céline lazorthes 
(entrepreneur)
QaPa, represented 
by stéphanie delestre 
(entrepreneur)

jeChaNge.FR, 
represented by gaël duval 
(entrepreneur)
CaPtaIN dash, 
represented by gilles 
Babinet (entrepreneur)
seReNa CaPItaL, 
represented by Xavier 
lorphelin (vc) ;
jaINa CaPItaL, 
represented by marie-
christine levet (vc)
IsaI CaPItaL, 
represented by jean-david 
chamboredon (vc)

sCOOP.It/gOOjet, 
reprresented by marc 
rougier (entrepreneur)
IMINeNt, represented by 
francis cohen (entrepreneur)
PINk, represented by 
Pierre-yves Platini (vc)
tOtaL IMMeRsION, 
represented by laurence 
Tetrel (entrepreneur)
COVOItuRage.FR / 
COMutO, represented 
by frédéric mazzella 
(entrepreneur) 
aPPsFIRe, represented 
by yann lechelle 
(entrepreneur)

ORkOs CaPItaL, 
represented by Pierre-yves 
meerschman (vc)
123 VeNtuRe, represented 
by  olivier goy (vc)
daILYMOtION, 
represented by giuseppe 
demartino (entrepreneur)
wYPLaY, represented 
by jacques Bourgninaud 
(entrepreneur)
aLLMYaPPs, represented 
by Thibault favre 
(entrepreneur)
zILOk, represented 
by marion carrette 
(entrepreneur)

e-buzzINg,  
represented by frederic 
montagnon (entrepreneur)
sIgFOx wIReLess, 
represented by ludovic le 
moan (entrepreneur)
sOFINNOVa PaRtNeRs, 
represented by nicolas 
autret (vc)
aLVeN CaPItaL, 
represented by nicolas 
célier (vc)
sCaNbuCks/dIstRIbeO, 
represented by eliott 
reilhac (entrepreneur)

shOuLd I staY OR  
shOuLd I gO?
Why entrepreneurs Behind  
successful Tech companies are 
considering leaving france

comParIson of caPITal  
gaIns TaX  schemes.

FRaNCe: 42.5%-60.5% (proposed 
legislation to be voted on in december)

swedeN: Progressive, capped at 30%

geRMaNY: 26.4%

ItaLY: 20% (legislation adopted in 
october 2012)

u.s.: after 2012, 20% (10% for 
taxpayers in the 15% tax bracket)

uk: 10% on first £10 million 
(entrepreneurs’ relief: a lifetime limit); 
28% on further gains for higher-rate 
tax payers, assuming all relief has been 
used against the lower rate of 18%

IReLaNd: The standard cgT rate for 
individuals is 30%. for funds, if shares 
are held for more than 12 months, the 
investment is exempt from cgT.

beLgIuM: 0%, with a minimum 
uninterrupted holding period of one year 
in full ownership. If the capital gain is 
realized before the minimum holding 
period of one year is reached, the capital 
gain is taxed at a rate of 25%. may 
change in 2013.

source: Publicly available information

MINd the gaP
The Internet sector in france is expected 
to contribute 5.5% of the gdP in france in 
2015, up from 3.2% in 2009, according to 
a 2011 mckinsey study. But the gap with 
the uk – where the government has made 
supporting entrepreneurs a priority — is 
expected to widen: the Internet sector’s 
contribution to gdP in the uk is expected 
to rise from 2009’s 7.2% to 15% in 2015, 
according to mckinsey.

faced with a choice of paying 
up to 60.5% capital gains 
tax in france and navigating 
a byzantine set of rules that 
promise to mainly enrich 
tax advisors and lawyers, 
or paying 10% on the first 
£10 million in london or 0% 
in Belgium, it would not be 
surprising if some french tech 
industry stars pulled up stakes

 By jeNNIFeR L. sCheNkeR

Barry o’dowd, head of Ireland’s Industrial development agency (Ida), stands in the offices of engine yard, 
a silicon valley company which recently established operations in dublin. The Ida says that in 2012 it has 
attracted, on average, two start-ups a month, from all over europe and the u.s., to set up in Ireland.

jean-david chamboredon, the french venture capitalist who is widely credited with launching “les Pigeons” 
protest movement against the french government’s proposed new  capital gains tax rules.
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sale in 2022 sale in 2023 sale in 2024

allowance 40%
flat taX 15.5% 
+ income taX

maX effective taX 
rate: 24.9%

allowance 25%
flat taX 15.5% 
+ income taX
maX effective 
taX rate: 52.3%

allowance 30%
flat taX 15.5% 
+ income taX
maX effective  
taX rate: 49.8%

allowance 35%
flat taX 15.5% 
+ income taX
maX effective  
taX rate: 47.4%

nono

yes yes yes

allowance 15%
flat taX 15.5% 
+ income taX
maX effective 
taX rate: 57.2%

sale in 2020 sale in 2021

allowance 20%
flat taX 15.5% 
+ income taX

maX effective taX  
rate: 54.7%

allowance 10%
flat taX 15.5% 
+ income taX

maX effective taX 
rate: 59.6%

allowance 5%
flat taX 15.5% +  

income taX
maX effective taX 

rate: 62.1%

yes

nono

yes

no

yes

no

yes

sale 
between 
2017 and 

2019

sale 
between 
2015 and 

2016

income taX
maX effective taX 

rate 22%

no

yes

no

yes

income taX
maX effective taX 

rate 26%

marginal 
rate income 

taX >26%

allowance 
40%

flat taX 
26% 

holding 
1% of capital 

within 
5 years

yes

no

income taX
maX effective taX 

rate 23%

flat taX 
20%

allowance 
51%

holding 
20% of 
capital

The following chart illustrates 
how to calculate the effective tax 
rate founders and investors will 
pay on selling their businesses, 
depending on the country in 
which they live. If you live in 
France, take a deep breath.

a taxing 
journey

source: h16
http://h16free.com/2012/10/16/18062-le- 
parcours-du-combattant-fiscal-francais.

sale between 
2012 and 2014

holding at least 10% 
of capital 
>= 8 years

retirement within 
2 years

sale of 
start-up

(Jei*)

holding 
<2 years

80% of capital 
gain reinvested 

within 36 months 
in europe

complete sale 
of holding

holding for more 
than 3 years

sale of at 
least 50% 
of capital

withdrawal of 
initial capital 

within 10 years

one shareholder, 
not an sme, owns more 

than 25%

employees <250
income <€50m

total assets <€43m

family 
ownership 25% 

during 5 
years

holding 
>= 7 years

holding 
>= 8 years

holding 
>= 6 years

holding 
between 
2 and 4 
years

new share of 
capital >= 5%

managerial role 
during 5 years

family ownership 
less than 25%

holding 
>= 5 years

eXecutive 
compensation = 

>50% professional
 income

family in 
managing or 
partner role

flat taX 15.5% 
+ income taX
maX effective  
taX rate: 64.5%

flat taX 15.5%

flat taX 15.5% + 2/3 
income taX

maX effective taX 
rate 48%

flat taX 15.5% + 1/3 
income taX

maX effective taX 
rate 32%

flat taX 15.5%

Quotient 
smoothing 2 shares 

flat taX 15.5%+income 
taX maX effective taX 

rate: 64.5%

Quotient 
smoothing 4 shares 

flat taX 15.5%+income 
taX maX effective taX 

rate: 64.5%

flat taX 15.5%

yes

yes

no

no

no

no no no

no

no

yes

no

no

yes

no

no

no

no

yes no

no

no

no

nono

yesyes

yes

yes

yes

yes

yes

yesyesyes

yes

yes

yes

yesyes

yes

yes yes

* Jeune enteprise innovante

yes no

no

yes

flat taX 10%

flat taX
18% <£35,000
28% >£35,000

with taX eXemption 
of £10,600

holding 
>5% capital 

for over a year, 
and officer or 

employee

already 
accumulated 

over £10 million 
value gains during 

lifetime

uk

yes

no

no taX

flat taX 
16.5%

holding 
>25% capital over 
5 years and buyer 

outside eu

spain

netherlands

21% <€6,000
25% <€6,000-24,000

27% >€24,000

no taX
flat taX 30% 

with taX 
eXemption 

€5,800

swedenaustria

no taX

flat taX 25% or 50% 
of income taX rate

germany

italy

belgium

france
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Reinventing PayPal De 9 Straatjes in Amsterdam is Eu-
rope’s first shopping area where you 
can shop 24 hours a day by paying with 
your mobile phone. Thirty exclusive 
shops on the street are now on the so-
called QRoute, a mobile shopping route 
that guides you along shop windows 
so you can scan the products you are 
interested in — regardless of whether 
the store is open or not — and receive 
them at your home address in one or 
two working days.

By scanning QR codes with their mo-
bile phones shoppers in Amsterdam’s 
trendy 9 Straatjes district can use PayPal 
to directly buy what the mannequins are 
wearing in the store windows with a sin-
gle tap of a button and have it delivered.

 If that doesn’t sound like your father’s 
PayPal, it’s not. David Marcus, a native of 
France credited with designing PayPal 
Here, the company’s mobile service, is 
now its president. And he is out to re-
invent the electronic payment service.

“I am aiming for an accelerated pace of 
innovation with delightful experiences,” 
says Marcus, a scheduled speaker at Le 
Web, a Paris Internet conference that at-
tracts a global audience. “Design is really 
important now at PayPal and we really 
want to create a ‘wow this is amazing and 
this is cool and we haven’t seen it before’ 
type of experience for our customers. It 
is important to bring that back.”

Re-injecting a start-up culture in 
the Silicon Valley company, which was 
founded in 1998 by Peter Thiel and Max 
Levchin and now has almost 13,000 em-
ployees, is no easy feat. Marcus, who grew 
up in Paris and Geneva, says he inherited 
a company that has been hampered by 
a “complicated and convoluted” way of 
building products and bureaucratic in-
ternal procedures. Externally, unhappy 
customers have been flooding social me-
dia channels with complaints and the 
company needs to fend off a crop of very 
young agile competitors, along with big 
companies like Google, who are all gun-
ning for the electronic payments space.

So how can PayPal get its mojo back? 
PayPal owes much of its initial growth 

to eBay users who promoted PayPal as a 
way to exchange money for their online 
auctions. PayPal proved more popular 
than eBay’s in-house payment system Bill-
point. So in October 2002, eBay bought 
PayPal for $1.5billion in stock and inte-
grated PayPal into its services. The service 
was a hit with online shoppers because it 
took away a pain point: immediate pay-
ment for auctions. Sellers with PayPal 
accounts can place icons in their auctions 
so that buyers can simply click on the 
PayPal logo when they win an auction to 
make an immediate payment.

PayPal, which today has over 100 
million customers, remains the fastest-
growing division within eBay – it is still 
growing at 20% to 30% a year. But as pay-
ments increasingly go mobile and the line 
between physical stores and digital trans-

actions continues to blur, PayPal started 
to see a new generation of innovative 
electronic payment start-ups like Stripe 
and Square grab market share.

The competition is tough. It took 
PayPal 18 months after launch in 1998 to 
process $8 million a day, while Square, 
which now has a $3.25 billion valuation, 
achieved this in half that time.

Enter Marcus, who was 23 in 1996 
when he started his first company, GTN 
Telecom, Switzerland’s first alternative 
telecommunication carrier. He later 
founded Echovox, the foundation for a 
company called Zong, which specialized 
in allowing consumers to pay for purchas-
es from their mobile phone or computer 
by adding the payment to their wireless 
bill. Under his leadership Zong developed 
relationships with more than 250 carriers 
and more than 1,000 online merchants.

PayPal bought Zong in August of 2011 
for about $240 million to shore up its of-
fer in the mobile payments space. “We 
believe that Zong will help strengthen 
PayPal’s leadership position in digital 
goods and mobile payments, because it 
brings complementary technology and 
employee expertise that we expect will 

help us grow the business even faster,” 
Scott Thompson, then President  of Pay-
Pal, said at the time.

That statement turned out to be presci-
ent. Marcus became PayPal’s vice presi-
dent of mobile, leading the company’s 
mobile business and product strategy, 
including the development and launch 
of PayPal Here and the newest version 
of PayPal’s consumer mobile application. 
Five months later Thompson departed to 
(briefly) head up Yahoo! PayPal was left 
without a president  and Marcus took 
over the top job on April 2.

Known as a “product guy,” Marcus 
has placed a huge emphasis on chang-
ing the way products are conceived and 
designed. The resulting reorganization 
prompted layoffs, leading to speculation 
that the company is hurting. Spokesman 
Anuj Nayar says it is not so. “None of this 
was financially led — we just had the best 
quarter ever but when you change the 
way you develop products it has an ef-
fect,” he says.

Marcus’s management style is un-
questionably shaking up the company. 
He has put up a sign in a conference room 
at headquarters that says “GSD,” short 
for “Get Shit Done,” and ordered that all 
of the cubicle walls be torn down so that 
people can collaborate in open spaces.

He is also insisting that the company 
refocus on customers. During the past 
year there was an online campaign to 
boycott PayPal and lots of tweets from 
angry customers, upset by what is seen as 
aggressive account-freezing by the com-
pany. “Yes there is a lot of noise out there 
and yes there are issues around our pub-
lic image,” Marcus said in an interview 
with Informilo. “We can do a lot better 
and the way to do that is to become more 
customer-centric.” He has made it a habit, 

since taking over as president, of directly 
answering complaints on Twitter. “I help 
people all the time. I want our employees 
to start thinking about customers to the 
point that they can’t sleep at night until 
every customer is happy,” he says.

Under Marcus, PayPal is extending 
its reach beyond the Web and into the 
physical world. Some 165 brand name 
national U.S. retailers, including Home 
Depot and Office Depot, already accept 
PayPal payments in their stores. Starting 
next year, though, PayPal will gain access 
to millions of stores across the United 
States through an agreement with Dis-
cover Financial Services.

PayPal will issue cards next year to its 
more than 50 million active users in the 
United States. They can use the cards to 
buy from merchants that are already part 
of the Discover Network, which links 
more than seven million retail locations 
nationwide. PayPal will charge retailers 
a fee when users pay with the new cards, 
and in turn will pay Discover for access 
to its network on a per-transaction basis.

Yet another new experimental PayPal 
service that spans the online and offline 
worlds is a pilot in the UK with Aurora 
group, which owns fashion designer 
Karen Millen and other brands. If a con-
sumer buys an item of clothing online and 
it doesn’t fit, she can return it to a bricks 
and mortar store – but only if she uses 
PayPal to pay.

“We are making lots of progress,” says 
Marcus. “You are going to start seeing more 
product launches and new experience 
launches. In the months to come PayPal 
will be a completely different company.”

Window shopping With PayPal: By scanning Qr codes with their mobile phones shoppers in amsterdam’s trendy 9 straatjes district can use PayPal to directly buy what the 
mannequins are wearing in the store windows with a single tap of a button and have it delivered to their homes. The next wave will see a dramatic blurring of the lines between 
e-commerce, m-commerce and high street retail. Physical retailers will use Internet technology to make consumers’ lives easier in several different ways: skipping the line, 
order remote and pick up in store, location based shopping assistance, or opt-in, user profile- based service and incentives.

PayPal President david marcus, a native of france, is teaching silicon valley firm PayPal how to be innovative.

“We are making lots of 
progress,” says marcus. 
“you are going to start seeing 
more product launches and 
new experience launches. In 
the months to come PayPal 
will be a completely different 
company.”

 By jeNNIFeR L. sCheNkeR
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King.com, a 10-year-old online gam-
ing company headquartered in the UK, 
waited until April 2011 to release its first 
Facebook game. Some predicted it was 
too late to get into that game but King.
com has surprised the industry: it is now 
the second-largest game company on 
Facebook, surpassing Electronic Arts 
and Wooga.

“Facebook has helped us get massive 
scale,” says Riccardo Zacconi, King.com’s 
chief executive and co-founder, and a 
scheduled speaker at Le Web, an annual 
Internet conference in Paris that attracts a 
global audience. “Before Facebook we had 
300 million of our games played per month 
and now we have three billion per month.”

A number of European companies in 
areas such as music, gaming and fash-
ion are thriving by putting their IP on 
Facebook’s platform. Along with King.
com, Germany’s Wooga and Turkey’s 
Peak Games are ranked in the top 15 on 
AppData’s November 24th Facebook de-
veloper leader board.

Nordeus, a fast-growing gaming com-
pany based in Belgrade that makes a so-
cial game that enables people to run their 
own football clubs, play with their friends 
and compete against the world, credits 
Facebook with its success. Its game, Top 
Eleven, is the most-played online sports 
game in the world, with more than six mil-
lion monthly and two million daily users 
on web, Android and iOS devices. And Su-
percell, a young Helsinki company, which 
uses Facebook Connect but does not build 
on Facebook itself, is generating more than 
$500,000 a day in revenues from two tablet 
games: Hay Day and Clash of Clans.

The spectacular growth of European 
companies like King.com and Supercell 
comes at a time when Zynga, the maker 
of Farmville and other popular Facebook 
games, has lost 75% of its value and is laying 
off employees and closing studios. Investors 
say Europeans are, in fact, proving more 
adept at monetizing the next generation 
of gaming than their U.S. rivals and that in 
turn is helping create a burgeoning batch of 
fast-growing European Internet companies.

King.com’s strategy is to roll out rela-
tively basic games on its website and then 
invest resources to adapt the most suc-
cessful ones for Facebook. The company 
then culls its games further, bringing to 
mobile only those that were most suc-
cessful on the social network. King.com 
has more than 150 games on its website 
and is introducing new ones at a clip of 
about 15 a year. Each new title requires 
relatively limited change in the code as 
they are produced using a platform so 
that common functionalities do not have 
to be reinvented for each game.

Seven have so far made it to Facebook 
and two of those to mobile including 
Candy Crush Saga, which in November 
made its debut on iOS and Android. (The 
game gained more than one million users 
during the third week of November ac-
cording to AppData.)

King.com had revenue of almost €45 
million last year with gamers on Facebook 
generating about a third of the total, says 
Zacconi. The revenue figure has increased 

considerably this year as has the share 
coming through Facebook. The company 
generates its revenue through advertising, 
selling virtual goods used in games, and 
fees for participating in certain tourna-
ments. It reported a pretax profit of €2 
million last year.

Zacconi started the business with his 
own money and help from two angel in-
vestors before securing $43 million in 
funding from Apax Partners and Index 
Ventures in 2005, the year the company 
began turning a profit. King.com’s con-
tinued success and profitability have 
trumped any need to seek outside fund-
ing, says Zacconi.

“We have been able to launch one suc-
cess after another on Facebook because 
we have been developing successful 
games since 2003,” Zacconi says. King.
com has proved adept at tapping into 
the 20-year-old to 45-year-old female 
demographic that makes up the bulk 
of casual gamers. King.com has helped 
shift them towards social gaming and is  
now trying to get them playing on smart 
phones and tablets.

Candy Crush quickly rose to number 
one among downloaded games for the 
iPad in the U.S., UK, France and Germany 
after its November introduction. In its 
first week it was number five in the U.S. 
iPhone app store and top of the charts in 
France. While King.com experimented 
with two early games made for mobile, its 
true push in the arena came with Bubble 
Witch for iOS devices in July and Candy 
Crush in November. Both games are now 
also available on Android devices.

Facebook remains fundamental to the 
equation as it will be the link between the 
King.com website and mobile. With half 
of Facebook’s one billion users access-
ing the social network on their mobile 
phones, it is becoming impossible to sepa-
rate Facebook from mobile, says Zacconi. 
The Facebook version of the game will 

promote the mobile version with a link 
to the app store and the mobile version 
will link back to Facebook.

The idea is to create a seamless ex-
perience between devices. Players will 
be able to shift back and forth between 
computers, smartphones, and tablets – 
keeping their scores, levels achieved and 
any virtual goods they may have acquired.

King.com went from 110 employers be-
fore launching on Facebook to 330 now and 
expects to have 400 by year’s end. They 
have opened four new development offices 
in London, Barcelona, Malmo in southern 
Sweden, and Bucharest, and still work out 
of the original office in Stockholm.

 “We want to access the widest talent 
pool so we go where the best developers 
are,” says Zacconi. “Europe has fantastic 
developers.” And as King.com and others 
have demonstrated, Europe is now churn-
ing out a growing number of fantastically 
successful gaming companies as well.

The spectacular growth  
of european companies like 
king.com and supercell 
comes at a time when zynga, 
the maker of farmville and 
other popular facebook 
games, has lost 75% of 
its value and is laying off 
employees and closing 
studios. Investors say 
europeans are, in fact, proving 
more adept at monetizing the 
next generation of gaming 
than their u.s. rivals and 
that in turn is helping create 
a burgeoning batch of fast-
growing european Internet 
companies.

 
By eRIC sYLVeRs 

king.com’s Facebook Foray Pays Off
Left:  riccardo zacconi, king.com’s chief executive 
and co-founder, and a scheduled speaker at le Web.
below: king.com’s candy crush saga. The game 
gained more than one million users during the third 
week of november according to appdata.

ZeptoLab, a Russian-British gaming 
company best known for the hit game 
“Cut The Rope,” is an example of how 
Europe is — for the first time — pro-
ducing venture-backed category lead-
ers across the digital space. Europe, 
which has long had strengths in B2B 
(think Business Objects, SAP, ARM, 
and Dassault Systems) is now home to 
top gaming developers such as Rovio, 
Mind Candy, King.com, Peak Games, 
Wooga, Gameforge, Bigpoint, and Big 
Fish Games.

ZeptoLab, which has raised no out-
side funding, has racked up 300 million 
downloads of Cut The Rope across all 
platforms. (The game runs on iOS, An-
droid, Windows, RIM, Symbian, and 
LG’s proprietary OS as well as on PCs 
and Macs). The first iOS game to win a 
BAFTA Award, as well as an Apple Design 
Award, Cut The Rope features unique, 
physics-based gameplay that capitalizes 
on touch technology.

As the popularity of Cut The Rope’s 
little green monster Om Nom grows, the 
company has extended the franchise into 
toys, board games, clothing and online 
entertainment, with more brand exten-
sions planned in the coming year. The 
company now has merchandise deals 
with Mattel, Hasbro and Burger King. 
In October ZeptoLab launched a Web-
based animation series called “Om Nom 
Stories,” which is attracting more than 
100,000 views per week. The episodes 
are available through an update to games 
on the iOS and Android platforms. Fans 
can watch shows directly through the app 
as they are released or on the ZeptoLab 
YouTube channel. The company has also 
signed a deal with Sony to develop a live 
television show.

CEO Misha Lyalin, a scheduled speak-
er at Le Web, a Paris-based Internet con-
ference that attracts a global audience. 
recently spoke to Informilo’s Jennifer L. 
Schenker about the company’s expan-
sion into new areas and what’s next for 
ZeptoLab.

One of the unique things about Cut 
The Rope is that it is physics-based 

gameplay. Do you view the game as an 
educational tool?

Cut The Rope is being used as an 
educational game in schools and it 

has even been used to teach skills to peo-
ple who have had strokes. I can definitely 
see applications — we are working on 
some initiatives in that direction but we 
don’t really know yet what they might be.

Can you talk about your existing 
revenue streams?

We make money the old fashioned 
way — we sell games for $1, we also 

offer in-app purchases — those have been 
growing significantly — we sell super 
powers and things like that, we also offer 
completely free games monetized through 
advertising. Merchandising and licensing 
are also bringing in a sizable proportion of 
our revenues. We started our merchan-
dise licensing program a little over a year 
ago with some initial tests on the market 
with plush toys and novelty items and 
then established a licensing program in 
the U.S., Canada, the UK, and western 
European markets. We have been kind of 
spanning the world as we go along with 
everything from board games all the way 
to plush toys, backpacks, sleep wear, I can 
go on and on. We are signing more and 
more contracts. Some of them will work 
and some will not, such is life, we just 
move forward. We also have animation 
on YouTube and we signed with Sony to 

do a kiddie TV show. Expect a lot more. 
A lot more stuff is coming.

Where do you see future growth 
coming from?

Look at the markets where hand-
set and tablet penetration are still 

really low. We haven’t even started on 
those markets. There is still much, much 
more to do.

Can you elaborate on the demo-
graphics of your user base?

About 40% are in Asia; most of the 
rest are in the U.S. and Europe. Our 

users include young children all the way 
to adults. Kids as young as three years old 
can play with no problem.

What’s next for ZeptoLab?

The market is very much in a gold-
rush state. Everybody is searching for 

the right model and as soon as someone 
finds something everyone rushes in. I think 
there is still huge potential in the market. 
The number of good games is still fairly 
limited even though there is a huge amount 
out there. We haven’t changed our name 
to add in the word entertainment. We are 
still called ZeptoLab because we are first 
and foremost a gaming company. We want 
to continue to do games and things around 
games. With Cut The Rope we tried some 
different things — some niche products 
— which are really exciting and lot of fun 
— and now we have a strong foundation 
to build further.

So far you have launched two 
games — both around Cut The 

Rope. Rumor has it that the company 
has developed an entirely new type 
of game and that you are expected to 
launch it from the stage at Le Web. What 
can you tell us about the new game?

You will see.   
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what’s Next For zeptoLab?

above:  zeptolab ceo misha lyalin, a scheduled 
speaker at le Web, with an om nom stuffed toy.
Left:  zeptolab’s popular cut The rope game, which 
has been downloaded 300 million times.
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While marketers at corporations large 
and small trumpet the transformative 
nature of Facebook, Twitter and other 
similar channels for reaching potential 
clients, some companies have begun to 
see social media as a useful internal tool 
to improve efficiency in everything from 
supply chain management to daily tasks.

Companies can save time and improve 
their productivity by as much as 25% by 
using social technologies such as social 
networks, video sharing, wikis and micro 
blogging for collaborative tasks that re-
quire exchanges or information searches, 
according to McKinsey & Company.

“The potential impact of social tech-
nologies on the internal productivity of 
companies could be twice the impact 
of what will be possible with marketing 
and sales activity,” says Eric Hazan, a 
Paris-based partner at McKinsey and a 
scheduled speaker at Le Web, an annual 
Internet conference in Paris that attracts 
a global audience. “Companies are con-
vinced of the marketing element of social 
technologies. Now they’re thinking about 
using it in other capacities. People have 
the right perception that internal use of 
social technologies could really help, but 
we’re just at the beginning of implementa-
tion at large companies.”

Using social technologies to improve 
communication and collaboration inter-
nally could unlock as much as $1.3 trillion 
in value in five sectors, according to a 
recent McKinsey study.

Microsoft’s $1.2 billion acquisition this 
year of Yammer, a sort of Twitter used 
between employees of the same company, 
indicates the interest in serving this grow-
ing market.

Companies are already poring over 
tweets, Facebook status updates and other 
public social media activity to anticipate 
how sales will go and adjust their supply 
chains as necessary. The next step will be 
to use social media chatter to tweak new 
products to the liking of potential clients 
who might not know a particular product 
is on its way to the market.

“You can use social technologies to 
analyze the past and then deduce behav-
iors in the future,” says Hazan. “You can 
use the buzz on social media to tweak 
the supply chain. Basically all the web 
is a good predictor of what people think 
and by using the data people are giving 
on the web you can more or less predict 
the offline world.”

McKinsey estimates 30% of the time 
employees spend on email could be 
shifted to a social networking platform, 
freeing up 8% of their time for more pro-

ductive activities. Access to a searchable 
collection of messages could reduce the 
time spent searching for information by 
as much as 35%, in turn liberating another 
6% of an employee’s time.

The potential social technology ben-
efits associated with improved collabo-
ration within a company ranged from 
25% in the consumer packaged goods 
sector to 99% in professional services. 
The report also considered consumer 
financial services and advanced manu-
facturing as well as non-profits and non-
governmental organizations.

Change will not come easily though, as 
it will require changes in internal organi-
zation, mindsets, processes and behaviors, 
says McKinsey.

Companies in France are embracing 
the idea. For example, France’s Renault, 
the global car manufacturer, this year 
launched My Declic, its internal social 
network, which has 7,500 users and 700 
communities where employees share best 
practices, network, respond to calls for 

ideas, discuss interests and create expert 
communities that advise other employees.

Alcatel-Lucent, a Paris-based global 
telecoms equipment maker, uses an inter-
nal social network called Engage, which 
is available to all employees around the 
world. Engage, which was first launched 
in 2010, is used in myriad ways such as 
finding the right person for a particu-
lar task, sharing knowledge, and solving 
problems more efficiently than by using 
email or instant messaging. About 12,000 
of Alcatel-Lucent’s 70,000 employees log 
in every week to Engage with about 2,500 
contributing every week by creating con-
tent or commenting on existing content.

“The idea is to promote contact be-
tween employees while blurring geo-
graphic and other boundaries,” says 
Stephane Lapeyrade, who works on 
Alcatel-Lucent’s social media team.

Alcatel-Lucent already had begun to 
break down typical internal corporate 
communications a few years before the 
introduction of Engage. Ben Verwaayen, 

the chief executive, set up an email ad-
dress where all employees could write 
him directly, bypassing layers of middle 
and top management. Verwaayen now 
blogs on Engage, his preferred way of 
kicking off internal debates. In doing so 
he has created a channel completely un-
censored by corporate communications, 
human resources or other departments.

“Social technologies flatten the hierar-
chy by bypassing the internal structure,” 
says Hazan. “This makes decision-making 
and other processes quicker, but it is a bit 
destabilizing for the hierarchy.”

With numerous companies already 
using social technologies and many others 
expected to soon follow, in a few years 
time it may be that the legacy of Facebook 
and Twitter is not measured in users and 
tweets, but rather how they and other 
social media innovators got the busi-
ness world to adjust its modus operandi. 

Rewriting 
Company Culture
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 seven tips for running a   
 successful corporate social   
 media marketing campaign 
 
Le Web speaker Alexis Thobellem,  
Evian’s global digital manager who had 
a hand in creating the company’s Roller 
Babies YouTube video, outlines what he 
believes are the key ingredients needed 
to run a successful corporate social me-
dia marketing campaign:

 01 

Be sure you have something to gain by 
jumping into the social media boxing 
ring. Brian Solis, a principal at industry 
advisor Altimeter Group and another 
scheduled speaker at Le Web, is right 
– Darwin is king in this arena.

 02 

Make an exhaustive social map of your 
brand, your product category, and your 
targets. Choose the platforms where 
you will deploy your presence.

 03 

Don’t buy fans or followers. Tell the 
world you exist and be interesting – 
fans and followers will arrive if you do 
this right.

 04 

Even if you need to adapt to the many 
voices on social media, you have to stay 
true to the soul of your brand. Don’t 
drown in the desire for absolute, im-
mediate popularity. And, in the same 
vein, trying to humanize your brand 
doesn’t mean you must make yours talk 
like a teenager.

 05 

Try to mix pure brand original content 
and curated content, especially what 
has been created for you by your fans.

 06 

Be clear about the goal of your cam-
paigns: Recruitment or animation of 
your base? Brand or product aware-
ness? Quick engagement or extended 
experience?

 07 

Make use of the real-time measurement 
made possible by the fantastic social 
media analytics that are available. Don’t 
hesitate, and in fact be ready, to change 
the course of your campaign based on 
the data obtained.

Who hasn’t seen the video of computer-
generated babies in diapers and roller 
skates jamming in New York’s Central 
Park while drinking Evian water?

The 2009 social media campaign was 
a stunning success: the YouTube video 
has been seen close to 100 million times; 
the Guinness Book of World Records has 
ruled the clip the most viewed online ad 
in history; and there have been numerous 
copycats including some with millions of 
views. The ad showcased both the power 
and the limitations of this new way of 
marketing: Crafting an emotional effect 
that connects with users does not always 
translate into higher sales, and it did not 
for Evian.

“It was an extremely difficult period 
right after the start of the financial crisis 
and seeing those smiling babies had an 
emotional effect on many people,” says 
Alexis Thobellem, who helped produce 
the Roller Babies clip while working for 
an outside marketing firm hired by Evian. 
Today Thobellem, a scheduled speaker at 
Le Web, is Evian’s global digital manager.

While the Roller Babies clip did not 
immediately generate more sales, that 
is not always the point, according to the 
social media expert. It is about building 
a long-term relationship with potential 
and current customers. Once that is es-
tablished the rest follows.

The use of social media in marketing 
will be a central theme at Le Web, an an-
nual Internet conference in Paris that 
attracts attendees from around the globe. 
Companies scheduled to discuss the topic 
at the conference include Dunkin’ Donuts, 
Intel, trnd, Evian, HubSpot, Gnip, Re-
nault, Lufthansa, Tag’by, JoshFire, LEGO, 
Rossignol, Hearsay Social, Exacttarget 
and ifeelgoods.

“Social networks are amplifiers and 
need to be taken seriously,” says sched-
uled speaker Patrick Hoffstetter, chief 
digital officer at Renault.

Companies like Evian and Renault are 
searching for better ways to measure the 
impact of their tweets, Facebook updates, 
YouTube videos and other bids to engage 
the public.

While companies with high-profile 
brands are already investing to track 
how their brands and products are being 
mentioned on social media, that is only 
a first step, according to a recent report 
from consultancy Ovum. Over the next 
five years social media monitoring tools 
will begin to better incorporate real-time 
capabilities. They will, for example, be 
able to zero in on a user’s comments on a 
social media outlet and guide him to the 

offers most likely to be of interest, the 
report says.

Every day there is something to be 
learned by evaluating the impact of social 
media, says Thobellem. Though he is not 
afraid of getting the engagement wrong 
he concedes there are dangers.

“We’re not afraid of people, if you are 
you shouldn’t go on social channels,” says 
Thobellem. “But my personal nightmare 
would be a (copycat) campaign that is 
more successful than the original one.”

Though the U.S. has set the benchmark 
in social media marketing so far, with 
Europe not far behind, innovation is also 
coming from emerging markets.

“Implementation is much easier in 
countries like China, India, Brazil and 
Turkey because as everything is so fresh 
it is so much easier to learn,” says Re-
nault’s Hoffstetter. “In most of these 
countries the cost of doing pilots is much 
cheaper than in the U.S. and Europe so 
we increasingly use these countries to 
test ideas. What worked in one country 
will not necessarily work everywhere, 
but it is cheaper and quicker to imple-
ment and then we can see how to deploy 
it elsewhere. Silicon Valley, London, Paris 
are going to be innovation centers in the 
future, but they won’t rule the world.”

Marketing is increasingly intertwined 
with customer service, which many com-
panies are using as a differentiator and as 
a justification for charging a premium for 
their products and services. Some com-
panies are already using social media to 
improve customer service. Ovum is fore-
casting a big increase in such efforts. It is 

predicting a proliferation of social media 
response teams within company customer 
service departments. Social media moni-
toring and response for customer service 
will no longer be a differentiator and will 
instead become an essential platform in-
tegrated with all other contact channels, 
according to Ovum.

With social media campaigns propa-
gating, companies are looking for an 
edge by moving beyond Facebook fan 
pages, Twitter accounts and YouTube 
videos. Evian, for example, has developed  
Melotweet, an app for the iPad that dis-
plays a user’s stream of incoming tweets 
as drops of water while music plays in the 
background. The company has leveraged 
the success of the Roller Babies video by 
following it up last year with the Baby 
Inside campaign, which uses a mélange 
of photos of people wearing T-shirts with 
an image of a baby from the neck down.

In the fluid world of social media mar-
keting you are only as good as your last 
campaign. With this in mind, Thobellem 
is getting ready to release Evian’s next 
foray in the increasingly crowded social 
media marketing landscape — though he 
is coy about discussing what will follow 
the roller babies and baby T-shirts.

“The next big campaign will be next 
year, it will be great,” he says cryptically. 
It is hard to tell what will go viral but if 
Thobellum’s success with Roller Babies 
is any indication Evian’s next campaign 
is likely to generate a lot of buzz.
 

turning ads Into Viral Mega-hits
With social media campaigns propagating, companies are looking for an edge by 
moving beyond Facebook fan pages, Twitter accounts and YouTube videos

 
By eRIC sYLVeRs 

one of the evian “roller Babies” featured in the video that broke the world record  
for the most viewed online advertisement in history.
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In the not-too-distant future when an 
owner gets tired of her motorcycle it 
might be possible to send it a text and 
tell it to go sell itself on eBay.

The Internet of Things opens up the 
opportunity for a whole new realm of 
communications between machines and 
people. But to fully take advantage of the 
possibilities of such interchanges there 
will be a need for brokers for all types of 
exchanges of digital data.

Data is becoming a new type of raw 
material, on a par with capital and labor, 
according to a 2011 World Economic Fo-
rum report, Personal Data: The Emer-
gence of a New Asset Class? Some of the 
largest Internet companies, including 
Google and Facebook, reap most of their 
profits from collecting, aggregating, ana-
lyzing and monetizing personal data.

The goal is to liberate the data from 
silos, and bring it together in a secure 
place where an individual could easily 
access it and decide how best to use and 
share it. If the smartest developers could 
build apps on top of such permission-
based data, it would open up a world of 
new possibilities.

Some of them are outlined in a report 
entitled Privacy by Design and the Emerg-
ing Personal Data Ecosystem, prepared by 
Ann Cavoukian, the Information and Pri-
vacy Commissioner of Ontario, Canada, 
in collaboration with Innotribe, the inno-
vation arm of The Society for Worldwide 
Interbank Financial Telecommunications 
(SWIFT).

“Analyzing information about our own 
purchases, payments and habits could 
make us smarter financially,” says the 
report. “Mashing together health records 
with dietary and exercise tracking could 
make us healthier. We could use our 
information to signal purchase intent 
directly to retailers, earning us better of-
fers and allowing our favorite stores to 
create more satisfying and welcoming 
relationships with us. From a productiv-
ity perspective, we could use the data in 
our vault to literally make form filling 
obsolete and reclaim tens of billions of 
wasted hours annually across the globe.”

The opportunity for data-driven servic-
es is huge. Gartner estimates that by 2015 
consumers will spend $2.8 trillion annu-
ally on digital information, entertainment 
products, and services. In trade finance 
the total value that could be unleashed by 

removing inefficiencies associated with 
the global supply chain are estimated to be 
between $750 billion and over $2 trillion.

SWIFT already handles financial trans-
actions such as wire transfers for more 
than 9,000 banks. Its Innotribe group 
is proposing a way for banks to become 
the brokers for all types of exchanges of 
digital data.

It wants to build the underlying in-
frastructure, called the digital asset grid 
(DAG), to bring bank-grade identity, pri-
vacy and security to the global exchange 
of any digital asset between any parties. 
If it works, the possibilities of leveraging 
customer data – with their permission – 
for e-commerce transactions and more, 
factoring in presence and preferences, 
are tantalizing.

A working DAG prototype — including 
sample services for both retail and cor-
porate customers — was revealed during 
Sibos, an annual conference that gath-
ers 8,500 banks from around the world, 
which took place in Osaka, Japan, in Oc-
tober. Twelve banks including the top five 
global banks — Citi, HSBC, JPMC, BNP 
and Deutsche Bank — have been working 
closely with Innotribe on the business 
proposition for DAG.

The types of services being piloted over 
a prototype of the DAG include so-called 
“intent casting,” a way to allow buyers to 
more effectively and efficiently broadcast 
their purchase plans and qualify sellers.

Say a woman wants to sell a second-
hand motorcycle over a secure and trust-
ed network provided by the DAG. She 
could oversee the sale or maybe entrust 

the sale to her motorcycle. What matters 
is that all the information and attributes 
required for trusted relationships to de-
velop between buyer and seller – proof of 
ownership, contact info, product history, 
buyer reputation – would be shared and 
verified through the intent-casting app 
using the DAG. The app would manage 
the secure and selective sharing of veri-
fied data at every stage, from connecting 
parties to fulfillment.

“Intent casting can truly turn e-com-
merce on its head,” says Respect Net-
works Corp. Managing Director Drum-
mond Reed, one of a number of Silicon 
Valley thought leaders recruited by 
SWIFT as advisers on the project. “Rather 
than you doing all the work shopping, you 
just tell a smart intent-casting app what 
you’re looking for, and it uses the Digital 
Asset Grid to find the qualified sellers 
that meet your criteria — including seller 
reputation. It’s a peer-to-peer eBay.”

With the permission of both buyer 
and seller, follow-on services, such as 

bids to provide insurance to the new 
owner of the motorcycle, could also be 
provided. Banks could take a cut for 
brokering such services.

As the Internet of Things develops, 
everything people care about will have a 
personal cloud that contains information. 
In the case of a motorcycle it might be re-
pair, accident and insurance information.

Where would such information be 
stored? One of the DAG partners is 
Utah-based Kynetx, a platform-as-a-
service company that has developed its 
own scheme for connecting everything 
on the Internet of Things. Kynetx makes 
cheap, smart tags that don’t require 
RFID or any other sorts of tech. It uses 
virtual computers — personal clouds — 
to serve as proxies, enabling anything 
to become “smart” right now, including 
dumb objects and things manufactured 
years ago.

 Respect Networks, a peer-to-peer 
reputation and social discovery pro-
vider and another of DAG’s partners, is 

building a network called Connect.me, 
which is attempting to provide bank-level 
verification of identity and other factors 
such as whether buyers or sellers really 
do have money in their accounts; it can 
also rate their trustworthiness. Today 
online reputation systems are subject to 
gaming and outright fraud.

“If this is going to work and going to 
scale we are going to have to have this 
trusted permission-based ecosystem in 
place with bank-level verification,” says 
Respect Corp.’s Reed.

Forever Cloud Address book, an ap-
plication developed by Respect, is de-
signed to make sure that connections 

on the DAG stay up to date. The goal of 
Forever is to eliminate the time, cost and 
complexity of address book synchroniza-
tion. It creates a single store of all address 
book contacts in the cloud so they can be 
easily shared across all your devices and 
applications. Using the DAG, it can create 
connections between a user’s address 
book and that of personal and business 
contacts using Forever. The concept is 
that change-of-address updates can flow 
automatically to any party and device on 
which Forever runs and the connections 
will be maintained as long as both parties 
desire to keep them.

A key to making this all work is putting 
consumers and corporates alike in the 
driver’s seat: allowing them to decide who 
gets access to their data and under what 
conditions. Enter Fidor Safe, a personal 
data store that is being tested as part of the 
DAG project by Germany’s Fidor Bank. 
Fidor Safe is a personal virtual safety de-
posit box for individuals’ or companies’ 
data. Through a suite of tools, users can 
upload, categorize and set permissions on 
the data and then share data with trusted 
parties. Business models are still evolving 
but banks could serve as brokers, charging 
a per-transaction commission. 

DAG could give banks an affordable 
platform from which to launch their 
own data-driven services and a pow-
erful product to sell to non-banks to 
power their existing and planned data 
services, placing banks at the very heart 
of digital commerce.

Grabbing this opportunity will re-
quire banks to change their mindsets 
and model themselves on Apple, the 
company behind the iPhone, iPad and 
iTunes. Rather than continuing to build 
walled gardens — a strategy that has 
failed miserably in the telecom industry 
— financial institutions could instead 
provide the platform that will allow 
others to help create new innovative 
services, placing banks in a central 
role, similar to that of Apple with its 
App Store.

SWIFT paints a compelling case for 
why a network that can securely and 
efficiently underpin the exchange of all 
sorts of digital assets is needed. If banks 
don’t do it others will: telecom operators 
such as AT&T and Telefonica are explor-
ing such offerings; Google, Facebook and 
Microsoft are building cloud-based data 
sharing services.

But moving DAG out of the SWIFT 
incubator and rolling it out across the 
globe will require funding and coordina-
tion across industries, says Kosta Peric, 
head of innovation at SWIFT. DAG “pro-
poses a simple and elegant solution to 
the problem of online trust, reputation 
and data ownership,” he says. “It is now 
up to the industry – banks, telcos, VCs, 
technology partners — to take it forward.” 
 
 

will banks be the brokers 
On the Internet Of things?

 
By jeNNIFeR L. sCheNkeR 

top Right: Information required for trusted 
relationships between buyer and seller can be shared 
and verified through an intent-casting app using the 
dag address Book app.
Left: dag partner kynetx, a platform-as-a-service 
company that has developed its own scheme for 
connecting everything on the Internet of Things, 
makes cheap, smart tags that don’t require rfId 
or any other sorts of tech. It uses virtual computers 
—personal clouds — to serve as proxies, enabling 
dumb objects, like a bike, to become “smart” right 
now and share information.

above: one of the early users of connect.me, a peer-
to-peer reputation and social discovery network, 
which aims to verify the identity of buyers and sellers 
and other factors such as trustworthiness. 

The Internet of Things 
opens up the opportunity 
for a whole new realm of 
communication between 
machines and people. But 
to fully take advantage of 
the possibilities of such 
interchanges there will be a 
need for brokers for all types 
of exchanges of digital data.
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SIGFOX isn’t just connecting cows. 
It is tracking rhinos in southern central 
Africa and will soon web-enable select-
ed goats and birds. It is also connecting 
mailboxes so that they can send an SMS 
whenever people receive snail mail. It 
is also web-enabling smoke detectors, 
which can alert the user when there’s 
smoke and let the insurance agency know 
whether or not the detector is functional. 
During Le Web, SIGFOX will announce a 
partnership with a large insurance com-
pany focused on the consumer market, 
says Le Moan.

SIGFOX is already working with 
Clear Channel, a company specializing 
in outdoor advertising, such as rotating 
billboards. Advertisers are often angry 
— and threaten to pull their campaigns 
— when rotating billboards break down. 
Until recently Clear Channel had to ran-
domly send drivers to check if they were 
operational. Now the billboards proac-
tively signal the company when they are 
broken. The Internet of Things will offer 
efficiency and cost savings for lots of dif-
ferent sectors, Le Moan says. 

 wifi connected obJects 

Opportunities are not limited to con-
nectivity. New types of connected de-
vices need to be designed and here, too, 
French start-ups have taken a leading 
role. French entrepreneur Rafi Haladjian, 
a scheduled speaker at Le Web, had a vi-
sion of Wi-Fi connected objects through-
out the house more than six years ago. His 
company Violet developed a Wi-Fi rabbit 
called Nabaztag that was able to read out 
e-mails and mobile phone text messages, 
provide alerts to stock news and offer 
traffic updates through Internet feeds 
from a Wi-Fi network.

While Nabaztag was ahead of its time, 
Withings, another French company that 
designs Internet of Thing objects, is 
hitting the market at a time when the 
building blocks for the iOT are being 
put in place. Its products — which focus 
on health and fitness — are being sold 
in Apple stores and are also available at 
other retailers such as Best Buy. So far it 
has developed a Wi-Fi body scale, a new 
blood pressure monitor for iOS devices, 
as well as a web-enabled baby monitor 
that not only detects sounds but can also 
track sleep patterns.

“We need to show the end user 
that they can be empowered by these 
devices,” says Withings CEO and co-
founder Cedric Hutchings. “Without 
changing your daily routine you can 
start logging and generating knowledge 
about your health and wellness and can 
also leverage this knowledge to take 
positive action.” For example the Wi-Fi 
body scale doesn’t just help pinpoint 
fluctuations in your weight, it can con-
nect you to the right third party, such 
as your doctor, a nutritionist or your 
fitness instructor.

Another company that is scheduled 
to demo its products at Le Web is the 
U.S.’s SmartThings, which aims to 
make home automation much more 
affordable. Its users can monitor, 
control, automate, and have fun with 
objects from anywhere. For example, 
they can be notified immediately if a 
pet runs out of the house with the “Oh 
No, My Pet Is Loose!” SmartApp. Or 
receive an early warning or directly 
contact a plumber when there is a leak 
in the bathroom or basement before 
damage gets out of hand with the “It’s 
Leaking!” SmartApp. 

 closed system 

Up to now home automation providers 
have been focused on expensive systems 
for the home, with most of the money 
going into home theater. “We’re see-
ing more moves toward starter sets and 
controlling things people do all the time 
like heat and lights,” says Phil Windley, 
founder and chief technology officer of 
Utah-based Kynetx, a platform-as-a-
service company that has developed its 
own scheme for connecting everything 
on the Internet of Things.

“My beef with all of these systems is 
that they are closed,” says Windley. For 
this to really be useful, we need any-to-
any peer-to-peer interactions. I don’t 
want to buy into a system that later on 
requires that I buy an LG dishwasher 
rather than the GE I really want because 
the system’s manufacturer didn’t do a 
bizdev deal with GE.”

Kynetx makes cheap, smart tags that 
don’t require RFID or any other sorts of 
tech. It uses virtual computers — personal 
clouds — to serve as proxies, enabling 

anything to become “smart” right now, 
including dumb objects and things manu-
factured years ago. “Personal clouds are a 
way to bridge both smart and not-so-smart 
devices and bring everything onto the In-

ternet of Things today,” says Windley.
Kynetx has initially chosen to use tags 

equipped with QR codes as the means 
of identifying objects and linking them 
to personal clouds, because it is the 
cheapest and most convenient way to 
affix an identity to things right now. 
It acknowledges that as more phones 
have NFC capability they will likely be 
the preferred method for discovering 
a thing’s identity; some applications 
might be better suited to RFID. And,  
of course, smart devices with embed-
ded computers will have their own  

identifies that can be used to link them 
to a personal cloud.

SquareTags can be affixed to almost an-
ything and their functionality can change 
depending on what they re affixed to and 
how the owner configured them. Unlike a 
QR code that goes to a website with static 
functionally, SquareTags are associated 
with a general-purpose virtual computer 
and the functionality they display is de-
termined by the apps that are running 
behind the SquareTag.

For example, a bike code might tell 
us the bike’s make but it can’t tell us 
the owner, or that it had its drive train 
replaced last spring, or that it was in 
Monaco on June 16th at 4:30 p.m. To do 
that, the bike needs an identity that is 
independent of every other bike and this 
unique identity must be tied to a means 
of computation — a personal cloud. “The 
computer doesn’t have to be in the bike,” 
says Windley. “The computer can be in 
the cloud. Any bike, even one you bought 
years ago, can be made smart by giving the 
bike a personal cloud. Personal clouds, 
cloud-based virtual machines, can be cre-
ated that are cheap and facile enough to 
literally make every thing smart,” he says.

The company is already running tri-
als in which tags are affixed to students’ 
bikes at universities in Utah, making it 
easier to reunite bike and owner, and it 
says it plans to launch a wider program in 
December. In the Utah university experi-
ment if a policeman finds an abandoned 
bicycle he can take out his smartphone 
and scan the tag on the bike. A screen 
will pop up that says, “This bicycle was 
reported missing, please contact the 
owner,” along with a red button labeled 
“push to contact.” When the policeman 
pushes the red button on the screen a 
form appears that he can fill out telling 
the owner how to retrieve the bike. The 
message is delivered to the owner using 
a channel of the owner’s choosing. The 
owner receives the message and happily 
recovers her bicycle.

So how long will it take before all of us 
can start doing really useful things like re-
trieving our misplaced pair of eyeglasses 
or car keys? Start-ups demonstrating their 
products at Le Web swear it will be soon. 
“Our aim is to reinvent everyday life,” 
promises Withings’ Hutchings. “Within 
a few years’ time we will be able to count 
the objects that aren’t connected.”

continued FRoM coveR

 koubachi 

wI-FI PLaNt seNsOR
züRICh, swItzeRLaNd
Building on the success of its popular 
interactive plant care assistant available 
as an iPhone and web App, Koubachi 
has launched a complementary Wi-Fi 
Plant Sensor that measures soil moisture, 
light intensity and temperature. Using the 
built-in Wi-Fi module, the data is sent to 
the Koubachi cloud, where it is analyzed 
by the Koubachi Plant Care Engine based 
on scientific plant care models developed 
in cooperation with biologists. 

 netatamo 

the FIRst PeRsONaL weatheR statION 
FOR IPhONe OR IPad.
bOuLOgNe-bILLaNCOuRt, FRaNCe
A company dedicated to designing 
products that monitor the weather and 
environment, Netatmo allows users to 
track indoor and outdoor environmen-
tal elements including temperature, air 
quality, humidity, air pressure and more. 
Created for iPhone, iPad or iPod Touch, 
the Urban Weather Station records and 
wirelessly transmits data to the Netatmo 
App for viewing.

 smartthings 

adds INteLLIgeNCe tO eVeRYdaY thINgs
MINNeaPOLIs, MN, u.s.
SmartThings makes it easy to connect the 
things in the physical world to the Inter-
net. Users can monitor, control, automate, 
and have fun with objects from anywhere. 
For example, they can be notified im-
mediately if a pet runs out of the house 
the with the “Oh No, My Pet Is Loose!” 
SmartApp. Or receive an early warning or 
directly contact a plumber when there is 
a leak somewhere (bathroom, basement), 
before damage gets out of hand with the 
“It’s Leaking!” SmartApp. 

 ninJa blocks 

a haRdwaRe aNd web-seRVICe 
PLatFORM that Lets useRs  
CONtROL aNd buILd aPPs that  
taLk tO CONNeCted deVICes.
sYdNeY, austRaLIa
Ninja Blocks are tiny cloud-enabled com-
puters that can sense their environment 
by receiving input from a variety of sen-
sors and can affect their surroundings 
by controlling lights, power sockets, and 
other actuators. Without writing a line 
of code users can create rules that turn 
on the lights and heating when they get 

home, send an alert when the washing is 
done, or remotely turn things on and off 
for example.

 fitbit 

aCtIVItY tRaCkeR/sLeeP tRaCkeR
saN FRaNCIsCO, Ca, u.s.
Fitbit aims to create innovative, inspiring 
products and online services that harness 
the power of new technologies to make 
people more aware of their everyday ac-
tivities and motivate them to do more. 
Users can track their health and fitness, 
then sync wirelessly to receive insight 
and encouragement online or on the go.

 inside tracker 

a web-based, PeRsONaLIzed Path tO 
heaLth, weLLNess aNd PeRFORMaNCe
CaMbRIdge, Ma, u.s.
InsideTracker™ is a science-based plan 
that analyzes a sample of blood and, in 
conjunction with the user’s individual 
goals for health or athletic achievement, 
provides a personalized nutrition and 
wellness plan, tailored to an individual’s 
signature biochemistry.

 lifX 

a wI-FI-eNabLed, MuLtI-COLOR,  
eNeRgY-eFFICIeNt Led LIght buLb  
that’s CONtROLLed wIth aN IPhONe  
OR aNdROId deVICe.
saN FRaNCIsCO, Ca, u.s.
LIFX allows users to control lights from 
anywhere. Options include choosing any 
brightness for a specific bulb, a room or 

an entire house; creating colors to match 
any mood or decor; reducing energy con-
sumption; and visualizing music with 
animated colors.

 lockitron 

keYLess eNtRY usINg YOuR PhONe.
MOuNtaIN VIew, Ca, u.s.
Any smartphone can use Lockitron 
through its intuitive two-button app. 
Lockitron allows users to share access 
with family and friends, or lets users see 
if their door is locked when they’re away. 
It will send a notification when a child 
unlocks the door using their phone or key. 

 gestigon 

gestuRe CONtROL teChNOLOgY
LübeCk, geRMaNY
Gestigon offers a software package that 
enables the recognition of hand and 
body gestures for “touchless control.” 
The company’s patented technology uses 
3D image data that is analyzed in real 
time. Actions triggered by a gesture can 
be configured individually, depending on 
the application. 

 orbotiX 

MIxed-ReaLItY gaMINg wIth  
sMaRt RObOts.
bOuLdeR, CO, u.s.
Sphero is an Orbotix Smart Robot on the 
inside and an opaque, high-impact poly-
carbonate shell on the outside. It’s also a 
completely new type of gaming system. 
Sphero claims to be the world’s first ro-

botic ball that users control with a tilt, 
touch, or swing from a smartphone or tab-
let. The user can drive Sphero, play table-
top and multiplayer games, hold Sphero to 
use it as a controller for on-screen game-
play, learn basic programming, and even 
explore augmented reality.

 double robotics 

“wheeLs FOR YOuR IPad”
suNNYVaLe, Ca, u.s.
Double Robotics has created an iPad stand 
on wheels that can act as a mass-market 
telepresence robot. The user can adjust 
the stand’s height remotely so the iPad 
can be kept at eye level, which makes 
conversations fluid and real. Retract-
able kickstands will automatically de-
ploy to conserve power when the stand 
is not moving around. Efficient motors 
and lightweight design give Double the 
ability to last all day without recharging 
the battery. 

 team black sheep 

ReMOte-CONtROL FLIght  
seRVICes aNd PROduCts
hONg kONg, ChINa
Team Black Sheep specializes in on-de-
mand aerial video using remote-control 
planes and UAVs. They appear regularly 
in TV shows, newspapers, blogs, YouTube 
and other social media, and have roughly 
30 million viewers annually on all chan-
nels combined. The company’s goal is to 
inspire people around the world to try 
First-person view (FPV) or video piloting, 
where the user flies a radio-controlled 
model vehicle from the driver or pilot’s 
view point. Their website also sells FPV 
products, most famously the TBS Zephyr.

 ubooly 

a VOICe INteRaCtIVe tOY POweRed bY 
IPhONe OR IPOd tOuCh.
bOuLdeR, CO, u.s.
A cuddly orange marsupial plus iOS app 
entertains children. Users insert their 
devices into the toy; it then comes to life, 
“listening” and responding. the app pro-
vides more than 150 games and activities, 
including branching stories where the 
user decides what happens next. Initial 
funding came from Kickstarter; in Sep-
tember the company raised $1.5 million in 
seed funding from Jeff Clavier’s SoftTech, 
500 Startups, and others.

Other Internet of things Companies  
scheduled to demo their Products at Le web 
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you’ve got mail: ludovic le moan, sIgfoX’s founder 
and ceo, with three connected objects: a mailbox that 
sends an sms whenever you have mail, a wristband 
that detects falls for people with severe illnesses, and 
a smoke detector that alerts the user when there’s 
smoke. The device can also let the insurance agency 
know whether or not the detector is functional.

so how long will it take 
before all of us can start 
doing really useful things like 
retrieving our misplaced pair 
of eyeglasses or car keys? 
start-ups demonstrating 
their products at le Web 
swear it will be soon. “our 
aim is to reinvent everyday 
life,” promises Withings’ 
hutchings. “Within a few 
years’ time we will be able to 
count the objects that aren’t 
connected.”




