
When Irishman Paul Kenny launched 
Cobone, a Groupon clone, in the Unit-
ed Arab Emirates in 2010, he needed to 
make a few adjustments to the model: 
customers in the region aren’t used to 
paying online — and many don’t yet trust 
digital delivery — so although they sign 
up for daily deals via their computers 
Cobone uses couriers on motorbikes to 
physically deliver coupons and collect 
cash at the door.

While Groupon struggles to penetrate 
the Middle East and Living Social, another 
U.S. daily deal start-up, has pulled out of 
the region, Cobone has gone on to attract 
tens of millions of dollars from investors 
such as Tiger Global and win accolades 
and market share: Kenny was named an 

Ernst & Young Emerging Entrepreneur of 
the Year in 2012 and Cobone now serves 
customers in Saudi Arabia, Egypt, Jor-
dan, Lebanon, Qatar and Kuwait as well 
as the UAE.

“Today we have two million subscribers 
and we are one of the biggest e-commerce 
companies in the region,” says Kenny. 
Some 20% of its customers still insist on 
paying and having their coupons delivered 
in person but that is down from 80% 24 
months ago, proof that Cobone is making 
inroads in convincing locals to buy online. 
The potential is huge as e-commerce in the 
Middle East is just getting started and 70% 
of the population is under 30.

Cobone’s story underscores a number of 
market trends: the first to come up with an 
e-commerce model — even those who start 
out as wildly successful U.S. companies 
— are not necessarily the ones who will 

win in foreign markets; Europeans have 
become expert at adapting e-commerce 
models to individual markets and building 
out to other markets in rapid succession; 
and some of the biggest opportunities for 
e-commerce companies are in emerging 
countries.

That said, only about 5% of global shop-
ping is done online so e-commerce has 
by no means reached its peak in even the 
most developed markets. “We still haven’t 
figured out what to do with about 95% of 
retail,” says Sonali de Rycker, a partner 
at London-based Accel Partners and a 
scheduled speaker at DLD 2013. The way 
to capture those purchases will be through 
mobile, she predicts. “Nearly half of local 
shopping now starts on a mobile browser,” 
says de Rycker, “and approximately one 
in three mobile transactions are actually 
done in a store.”
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the FutuRe OF ShOppINg

The lines between online and the high 
street are clearly blurring and mobile is 
playing a key role. If pundits are right it 
won’t be long before carrying separate 
coupons, alongside the sophisticated e-
wallets on mobile phones in developed 
markets, will seem as outlandish as having 
them delivered by motorcycle.

Starting this year mobile payment ser-
vices will be merged with gift cards and 
loyalty and rewards programs, potentially 
transforming shopping more in the next 
few years than the Internet changed retail 
so far because it will impact everything 
people buy.

What will the future of shopping look 
like? Online-only stores such as Warby 
Parker and Fab will open bricks and 
mortar outlets. No more worrying about 
redeeming coupons or loyalty points — 
anything you have earned in the online 
or offline world will be digitally recorded 
and automatically deducted at time of pur-
chase, no matter where you buy. Since 
payments are mobile they will no longer 
be tied to old-fashioned cash registers, 
freeing sales assistants inside stores to 
help customers check out and pay from 
the aisle or the changing room. Window 
shopping will take on a whole new mean-
ing: city dwellers out for a stroll will scan 
items on mannequins with their mobile 
devices and click to buy and ship, even 
if the high street store is closed for the 
day (see the front page photo). Context-

See INSIde  
FOR a StORy abOut euROpe’S  
tOp 25 StaRt-upS

 By JeNNIFeR L. SCheNkeR

continued on page 23
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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.
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Reinventing paypal
Swedish shoppers who wanted to buy 
gifts for friends from retailer Alpingara-
get at Christmas were offered an incen-
tive to do so with their mobile phones: 
PayPal would kick in SEK 49 ($7.35) on 
top of every free gift card available on 
Wrapp when Swedish consumers used 
the mobile payments service instead of 
a credit card to top up a present before 
sending it to one of their friends.

PayPal has teamed with retailers as 
well as with Wrapp, a Swedish start-up 
that offers social gift cards online and 
ties them to in-store purchases, in De-
cember and January as part of a push 
to be among the first to merge mobile 
payments with gift cards and loyalty and 
rewards programs. The aim is to make 
it easy for consumers and merchants to 
automatically merge online and offline 
offers, a 2013 development that PayPal 
says it believes will transform shopping 
more in the next few years than the Inter-
net changed retail because it will impact 
all purchases.

The Swedish trial is just one example 
of how PayPal President David Marcus, 
a scheduled speaker at DLD 2013, is re-
inventing the global electronic payment 
services company.

“I am aiming for an accelerated pace of 
innovation with delightful experiences,” 
Marcus, who is credited with designing 
PayPal Here, the company’s mobile ser-
vice, said in a recent interview with In-
formilo. “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 experi-
ence for our customers. It is important to 
bring that back.”

To that end, PayPal has been running 
trials around the world, including some 
key ones in Europe, that take a multi-
channel approach to consumer purchases. 
The next wave will see a dramatic blur-
ring of the lines between e-commerce, 
m-commerce, and high-street retail. 
Physical retailers are expected to make 
consumers’ lives easier in several different 
ways: skipping the line, ordering remotely 
and picking up in-store, location-based 
shopping assistance, or opt-in and user 
profile-based service and incentives. 
PayPal is already trialing order-ahead 
capabilities at more than 30 McDonalds’ 
restaurants in Paris and at Jamba Juice 
bars in the U.S.

That is why PayPal’s cloud approach 
isn’t connected to a chip on a phone. It is 
aiming to evolve the wallet from a physical 
thing to a connected experience that fol-
lows consumers where they go and not only 
combines gift cards, coupons and loyalty 
cards with payment but also offers location-
based and context-sensitive experiences.

For example, by scanning QR codes 
(like the one in the window pictured on 
page three) shoppers in Amsterdam’s 
trendy De 9 Straatjes shopping district 
can use PayPal to directly buy what the 
mannequins are wearing in the store win-
dows with the single tap of a button on 
their mobile phones and have it delivered 
wherever they’d like.

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 workdays.

Yet another new experimental PayPal 
service that spans the online and offline 
worlds is in pilot in the UK with Aurora 
group, which owns fashion designer Ka-
ren Millen and other brands. If consum-
ers buy an item of clothing on-line and it 
doesn’t fit they can return it to a bricks 
and mortar store – but only if they use 
PayPal to pay.

PayPal’s mobile payment service re-
ported record usage over the Christmas 
holiday. Sunday, December 2, 2012 saw 
PayPal’s all-time-highest mobile payment 
volume in a single day. It beat the previ-
ous record (Cyber Monday, December 
2012) by more than a million dollars. “We 
are making lots of progress,” says Mar-
cus. “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.”

 Re-injecting A StARt-up cultuRe 

Re-injecting a start-up culture in 
the Silicon Valley company, which was 
founded in 1998 by Peter Thiel and Max 
Levchin (both scheduled speakers at DLD 
2013) is no easy feat. Marcus, who grew 
up in Paris and Geneva, inherited a ma-
ture company with 13,000 employees that 
has been hampered by what the current 
president calls a “complicated and con-
voluted” way of building products and 
bureaucratic internal procedures.

Externally, unhappy customers have 
been flooding social media channels with 
complaints and the company needs to 
fend off a crop of very young agile com-
petitors, along with big companies like 
Google, which are all gunning for the 
electronic payments space.

PayPal owes much of its initial growth 
to eBay users who promoted PayPal as a 
way to exchange money for their online 
auctions. When it was launched PayPal 

proved more popular than eBay’s in-
house payment system Billpoint so in 
October 2002, eBay bought PayPal for 
$1.5 billion in stock and integrated PayPal 
into its services. The service was a hit 
with online shoppers because it took away 
a pain point: 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 120 mil-
lion users, remains the fastest growing 
division within eBay – it is still growing 
at 20% to 30% a year. PayPal will do $10 
billion in remote mobile payment volume 
in 2012. But as payments increasingly 
go mobile and the line between physical 
stores and digital transactions continues 
to blur, PayPal has started to see a new 
generation of innovative electronic pay-
ments competitors like Stripe and Square. 
(See the stories about Square and its Eu-
ropean competitors on pages 4 and 5.)

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 offer 
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 com-
plementary technology and employee ex-
pertise that we expect will help us grow 
the business even faster,” Scott Thompson, 
then CEO of PayPal, 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 application. Five 
months later Thompson departed to 
(briefly) head up Yahoo! PayPal was left 
without a CEO and Marcus took over the 
top job in March 2012.

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 physi-
cal world. Some 23 brand-name national 
retailers, including Home Depot and Office 
Depot, already accept PayPal payments in 
more than 18,000 stores. In 2013 PayPal 
will gain access to millions of stores across 
the United States through an agreement 
with Discover 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.

 2013 pRedictionS 

Marcus says he is convinced that 2013 
will be a watershed year for mobile and 
digital payments. He predicts the follow-
ing will happen this year:

 s NFC will fail to gain mass adoption 
because consumers don’t need a dif-
ferent way to pay.

 s The payments, loyalty and coupon 
businesses will merge.

 s The cash register will go mobile, 
freeing sales assistants to roam the 

store and help customers check 
out and pay from the aisle or the 
changing room and even order 
out-of-stock merchandise on the 
spot and have it delivered to a con-
sumer’s home.

 s The rise of context-relevant loca-
tion-based shopping and payment 
experiences.

“2013 will be the year that we will truly 
see disruption in the shopping and pay-
ments space,” Marcus says on his blog. 
If Marcus has anything to do with it a 
re-invented PayPal will play a leading 
role in the way we will shop in the future.

“you are going to start seeing 
more product launches and 
new experience launches,” 
says PayPal President david 
Marcus, a scheduled speaker 
at dLd 2013. “In the months 
to come PayPal will be a 
completely different company.”

PayPal Presidentdavid Marcus, a native of france, 
who is credited with designing PayPal here, the 
company’s mobile service, is teaching Silicon valley 
firm PayPal how to be innovative again.

 By JeNNIFeR L. SCheNkeR

What to expect at dLd
Three days before the World Economic Forum in Davos 
(WEF), leading representatives from international companies 
will gather in Munich to shape the digital agenda for 2013.

Every year since the creation of DLD 
in 2005, its organizer Steffi Czerny and 
co-chairs Hubert Burda and Yossi Vardi 
have invited some of the brightest and 
most interesting people on the planet 
to brainstorm and network at this 
invitation-only conference in Munich.

Since much of the conversation centers 
around digital disruption it is not surpris-
ing that previous speakers have included 
Facebook founder Mark Zuckerberg, 
Google chairman Eric Schmidt, YouTube 
founder Chad Hurley, Wikipedia founder 
Jimmy Wales, and Hulu CEO Jason Kilar. 
But the mix has also included scientists 
such as biologists Craig Venter and Rich-
ard Dawkins, authors Nassim Taleb and 
Paulo Coelho and Nobel Laureates Martti 
Ahtisaari, Muhammad Yunus and Daniel 
Kahneman. Yoko Ono and Chinese artist 
Ai Weiwei have been guests, as has Lady 
Gaga, who performed live.

This year’s event promises not to disap-
point: DLD has once again assembled lat-
eral thinkers from a broad array of sectors 
and will connect the unexpected: PayPal 

founders Peter Thiel and Max Levchin 
are speaking as is David Marcus, PayPal’s 
current CEO; Joe Gebbia, a co-founder of 
Airbnb will be paired with Rhode Island 
School of Design President John Maeda, 
his former teacher. 

Hot topics at the 2013 event include 
e-commerce, mobile payments, the evolu-
tion of television, the cloud, the future of 
search, and cybercrime. Numerous CEOs 
will outline how their sales approaches 
and business models are changing as a 
result of digital media. Prominent Silicon 
Valley investors such as Ben Horowitz 
and Dave Morin as well as European in-
vestors such as Accel Partner’s Sonali de 
Rycker and business angels Oleg Tschel-
tzoff and Klaus Hommels will talk about 
where they are placing their bets today. 
Key infrastructure players including 
Amazon, Cisco, Deutsche Telekom and 
Yandex will talk about the technologies 
that will underpin it all while start-ups 
from across EMEA, including Israel, Rus-
sia and Turkey, will give a glimpse of the 
market disruptions to come.

dLd co-chairs yossi vardi and hubert burda Steffi Czerny, the force behind dLd

A shop on Amsterdam’s so-called QRoute, a mobile shopping route that guides you along shop windows so you can 
scan and pay for 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 workdays.
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Jason Goldberg is out to make Fab, the 
U.S. start-up he co-founded in 2011, 
nothing less than “the world’s great-
est design store.”

So after watching innovative U.S. start-
ups in other spaces get both cloned and 
clobbered abroad he decided to move 
quickly and authoritatively, snapping up 
two young European design sites in the 
first half of 2012: Germany’s Casacanda 
and the UK’s Llustre. 

The teams from the two European 
start-ups were merged, an office set up 
in Berlin, and new hires brought in. Today 
Fab has 180 employees in Europe drawn 
from all over the world; it is preparing to 
set up a warehouse in the Netherlands 
and plans to increase the number of prod-
ucts available on the Continent to 15,000. 
The company currently attracts 30% of 
its 10 million subscribers from Europe 
but the goal is to significantly increase 
that this year, says Goldberg, a scheduled 
speaker at DLD 2013.

To that end, Goldberg has recruited 
Maria Molland, who formerly worked 
for Yahoo! and Thomson Reuters, to run 
Fab’s European operations.

Fab has also set up operations in Pune, 
India, and is planning to further expand 
its footprint with the $105 million its se-
cured in a third round of funding in 2012, 
led by London-based venture capital firm 
Atomico. “Atomico is giving us great guid-
ance as we look to other markets,” says 
Goldberg. “They are so well connected. 
They have introduced us to people and 
teams and helped us scout out markets 

Q & A with 
Farfetch’s 
José Neves

Fabricating a global Future

Farfetch aims to be a pioneer in creating an 
omni-channel high-end fashion experience

Farfetch, a fast-growing global online 
marketplace for independent fashion 
boutiques which launched in 2008, 
racked up its first $1 million sales day in 
early November 2012. To date, the com-
pany, which splits its headquarters be-
tween Portugal and England, has raised 
a total of $24 million in funding from 
Advent Venture Partners, Index Ven-
tures, and eVenture Capital Partners. 
It is currently present in 15 countries 
and plans to add new languages and 
new localized services, namely in Asia, 
in 2013. The company also plans to start 
rolling out an omni-channel strategy, 
which founder and CEO José Neves 
says he sees as the big underlying trend 
in retail for the coming years. Neves 
recently outlined Farfetch’s strategy in 
an interview with Informilo’s Jennifer 
L. Schenker.

Q Very few e-commerce 
companies have successfully 

gone global. Farfetch has. What are 
some of the challenges of expanding 
internationally?
 

A When I came up with the concept, 
it was clear to me that we had to 

have a global mindset. Thanks to the evo-
lution of the web and the social media 
revolution, fashion is now much more 
global than before. There is a global fash-
ion community out there, and a global 
zeitgeist. Farfetch would not be relevant 
if it did not recognize this phenomenon 
because our mission is to be a catalyst of 
this revolution.

Q How long did it take before you 
expanded internationally?

 

A From day one we were a global 
company. We launched with bou-

tiques in five countries and we opened 
offices in the U.S. and Brazil even before 
we had our first round of VC funding.

Of course this increases hugely the 
complexity of the project, but it’s some-
thing we were ready to accept and actu-
ally excited about from the beginning. It’s 
easier when you start global to become 

a global business, it is much more dif-
ficult to start with a local DNA and then 
a few years after find out that you need to 
expand, because by then you have built 
a team who maybe does not adapt to a 
global mindset.

Q What is hardest and most 
costly? Customer acquisition?

  

A Of course not having inventory 
makes us much more capital effi-

cient and able to grow faster than pure 
e-tailers. But it also has its challenges as 
we are not in control of what we “stock.”

The hardest for us was to solve the 
typical marketplace “chicken and egg 
problem.” Attracting enough buyers to 
make the marketplace attractive for the 
best stockists is key, but that only hap-
pens if you already have a great product 
offering, so how do you solve this conun-
drum? We had many balancing acts (and 
still have), making sure we build supply 
and demand at the same time, as both 
are critical.

Q What, in your mind, is the draw 
for customers? A wider choice 

then they would find in bricks and 
mortar stores or other online sites?
 

A Definitely a wider choice. We stock 
75,000 highly-curated products; 

Net-A-Porter — for example — stocks 
15,000, but fundamentally a differenti-
ated selection is the big draw. Fashion is 
extremely long tail, and the buyers from 
our independent boutiques have a very 
different approach even when buying the 
same labels as the super e-tailers and the 
department stores. This means you will 
find pieces from luxury global brands in 
Farfetch that you cannot find anywhere 
else — online or offline. Not to mention 
hundreds of quirky high-fashion design-
ers that the big sites won’t stock as they 
are too small.

Q Who do you regard as  
your biggest competitor  

or competitors?

 

A We have a completely differenti-
ated business model, and our big-

gest advantage is the complementary 
nature of our product offering. So I would 
say that we are complementary to the 
department stores and pure e-tailers such 
as Net-A-Porter, as we really provide ac-
cess to product that they do not stock and 
a very different viewpoint in fashion. Of 
course one could argue that we all com-
pete for the same eyeballs (and wallets), 
so in this sense our biggest competitors 
are the large pure e-tail web sites and 
department stores, globally.

Q How do you see e-commerce 
evolving?

 

A The behavioral big trend is pro-
pelled by the millennial generation. 

For them, their mantra is simple: “what’s 
available somewhere is available any-
where.” They live online. But they abso-
lutely crave physical retail experiences 
too. Look at Apple’s retail success. For 
them the world is a seamless place where 
online and offline merge. In terms of retail 
this is the new world of omni-channel. 
Shops are fast becoming showrooms, but 
also service points. This means people 
use shops to then buy online, but also use 
online to then go and buy in stores.

Q What does this mean for the 
fashion industry?

 

A I can only see high-end designer 
fashion actually being an industry 

where the omni-channel path will not only 
evolve very fast, but in fact be an exacer-
bated trend. Fashion cannot be down-
loaded, unlike books or music. High-
fashion products change every six months; 
therefore there is no stable catalog and 
touching and trying the product remains 
key to the experience and decision.

Q What are the implications for 
independent retailers?

 

A If they are able to unite to create 
omni-channel platforms, they will 

be able to change the way people shop 
for fashion.

No one else can do it. The largest 
luxury department stores are domestic 
– based in the U.S. — and count dozens, 
not hundreds, of locations. In the UK 
they are pretty much a London thing. 
Even the half a dozen super-brands 
which went vertical and started open-
ing stores around the globe won’t have 
thousands of locations. Farfetch today 
already has over 1,000 locations. They 
are not pick-up points. They are Alad-
din’s caves, located in central places, 
sometimes stunning historical sites, 
and — most importantly — they are the 
workplace of extraordinary fashion 
professionals, with great style advice 
and immaculate service. We believe 
Farfetch will be a pioneer in creating 
an omni-channel high-end fashion 
experience. And that will completely 
change the way people shop for de-
signer fashion.”

Fab by the 
NuMbeRS

More than 
4 million 
products sold 
in 18 months, 
or 5.4 sales 
per minute

40%
of sales via mobile

presence in

26 
countries

10 
million  
members

56%
of sales via mobile 
on Christmas day

2/3
of daily sales from 
repeat customers

Several $1 
million-sales 
days in 2012

30%
of sales come  
from europe

farfetch founder and ceo José neves, a scheduled speaker at dLd 2013.

fab co-founders Bradford Shellhammer (left) and Jason goldberg, a scheduled speaker at dLd 2013

e-commerce 3.0 is about 
super-targeted personalized 
curation and social sharing. 
fab, which pivoted from 
a social site for the gay 
community to a fast-growing 
flash sale site for design, 
selling everything from 
furniture to art and jewelry, 
is one of the most successful 
plays in the space to date. 
About 50% of customer 
acquisitions are a result 
of social sharing, says co-
founder Jason goldberg, with 
some 25% of its daily traffic 
coming from facebook.

 By JeNNIFeR L. SCheNkeR

like Japan, Turkey and Brazil as we start 
to lay out plans about when is the right 
time to enter those markets.” What’s 
more, says Goldberg, Fab is benefiting 
from the experience Atomico founder 
Niklas Zennström, a co-founder of Skype, 
has in building global brands.

E-commerce 3.0 is about super-target-
ed personalized curation and social shar-
ing. Fab, which pivoted from a social site 
for the gay community to a fast-growing 
flash sale site for design, selling every-
thing from furniture to art and jewelry, 
is one of the most successful plays in the 
space to date. About 50% of customer 
acquisitions are a result of social sharing, 
says Goldberg, with some 25% of its daily 
traffic coming from Facebook.

Goldberg attributes the company’s 
strong growth (see the box with Fab fig-
ures) to the fact that the site has personality, 
in contrast to traditional e-commerce sites, 
which tend to be boring. “We set out to 
have an emotional relationship with our 
customers,” says Goldberg. “We are color-
ful, modern and spunky and people want 
to be a part of that. We want them to feel 
like they have to open their mobile app 
and see what is on Fab every day because 
they might miss something if they don’t.”

In order to not just attract customers 
– but also keep them coming back – Gold-
berg is working on the supply chain and 
logistics side of the business. “We are 
spending tens of millions of dollars on a 
warehouse in the U.S. to get products to 
customers as quickly as possible. We are 
aiming for Amazon-style speed, which is 
what it takes.”

But it’s the site’s passion for all things 
design that is ultimately the company’s 
greatest strength, Goldberg says. The 
strength of the brand increases the com-
pany’s ability to produce its own branded 
products and that “is a very promising 
proposition,” he says.

Eventually Fab envisions opening its 
own bricks and mortar stores. “Will there 
be Fab stores some day? Absolutely yes,” 
says Goldberg. “But it is not something 
we are rushing to do. We need to get one 
thing right at a time.”

For the moment, fabricating a global 
future online seems to be keeping the 
company plenty busy. 
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With first mover advantage, a tech-
icon CEO in Jack Dorsey, and fund-
ing to the tune of $342 million to date, 
Square is the market-defining brand of 
the moment in mobile payments. But 
lost in the static surrounding the San 
Francisco-headquartered company, 
another story is unfolding: namely, the 
increasingly fractious battle for pole 
position in Europe’s larger and more 
splintered marketplace.

“It’s a completely different situation in 
Europe,” says Petter Made, co-founder and 
COO of Berlin and Dublin-based SumUp, 
the maker of a mobile payment dongle, 
which, like Square’s, attaches to Apple and 
Android smartphones and tablets.

For starters, the European m-payments 
market is moving toward a universally-
accepted system of chip and PIN tech-
nology. (Square uses magnetic stripe or 
“mag stripe.”) SumUp, which launched 
last August in Austria, Ireland, Germany 
and the UK — and is now in ten territories 
— will continue to expand in Europe and 
further territories through 2013, including 
into Square’s backyard, Canada, which is a 
mixed mag stripe and chip and PIN market. 
Armed with a “two-digit-million” euros 
Series A investment raised in the second 
quarter of 2012 from b-to-v Partners, Short-
cut Ventures, Tengelmann Ventures and 
business angel Klaus Hommels, SumUp’s 
focus is on the EMV (Europay, MasterCard 
& Visa) chip and PIN geographies.

“Visa Europe, which is a completely 
different animal to Visa Inc, are insisting 
upon chip and PIN technology — or that 
you [manually] enter the card details on 
the customer’s device,” says Made. “This 
means that anyone currently wanting to 
be active in the space has to come up with 
a chip and PIN solution which is cheap 
enough in order to go after the long tail 
of the market — the under-served small 
merchants out there — and for that you 
need proprietary hardware.”

The specific issue is EMV Level 2 certi-
fication: the challenge is to make devices 
like iPhones or Android devices secure so 
that the cryptography keys stored inside 
the device can’t be stolen when the PIN 

numbers associated with the chips are 
typed in, says Hussein Kanji, a partner at 
London-based Hoxton Ventures.

Other market-entry barriers include 
the fact that each European country has its 
own payment culture and habits as well as 
regulatory regimes. Obtaining the right li-
censes can take a year or longer, says Made.

“It is easier for us to go into ‘mag[netic] 
stripe card countries’ [which include the 
U.S. and Canada], than the other way 
around, as that technology is simpler 
and less expensive to implement,” says 
Made. He won’t comment on when or if 
SumUp will enter the highly-competitive 
American market. For now the company 
says it plans to build on its European pres-
ence by expanding into Eastern Europe, 
setting its sites on Poland in particular.

Daniel Klein, a SumUp confounder and 
the start-up’s CEO, was one of the found-
ers of PayPal competitor Moneybookers 
and was involved with Gamebookers, an 
online betting company. Hommels, one 
of SumUp’s investors and a scheduled 
speaker at DLD 2013 in Munich, says the 
fact that the company’s CEO has ten years’ 
experience in the payments business gives 
the start-up “an execution edge over eve-
rybody else.”

 jockeying FoR poSition 

Try telling that to Jacob de Geer, CEO 
and co-founder of iZettle, Europe’s first 
mover in mobile card payments, which 
emerged from beta phase in Scandinavia 
in November. “If you look at the Euro-
pean space right now, we are clearly 
the dominant player,” says de Geer. 
“We don’t see much of the rest of the 
so-called competition.”

Stockholm-based iZettle, which oper-
ates in seven markets and has nearly $50 
million in investment from American Ex-
press and MasterCard, among a host of 
other backers, has no plans for immediate 
expansion. “We are looking at several Euro-
pean markets but just putting up flags and 
saying you are in a market and [actually] 
being present and operational in that mar-
ket are two very different things,” he says.

iZettle’s strategic focus, says de Geer, 
will remain on micro-merchants, rather 
than mega-deals such as Square’s recent 
tie-up with Starbucks. “What we’re really 
keen on is good revenues with good mar-
gins and I can assure you that is definitely 
a challenge if you bring on board a client 
like Starbucks,” he says. “Our sweet spot 
is primarily micro-merchants — mer-
chants that did not previously accept 
card payments. It could be a chiroprac-
tor or plumber or the guy setting up his 
first café, who doesn’t know whether it’s 
worth spending money on traditional 
POS [point of sale].” The company says its 
service is even used by 700 blacksmiths.

The jockeying for position in Europe is 
only just beginning. iZettle — whose part-
ners include DZ Bank and Deutsche Tele-
kom in Germany, EverythingEverywhere 
in the UK and Telia in Sweden — will not 
disclose how many signed-up merchant 
accounts it now has. (The latest publicly-
available figure is 75,000 signed-up small 
businesses and individuals, a figure iZettle 
says is out of date.) SumUp also declined 
to disclose its number of signed-up mer-
chant accounts, while Payleven, another 
European mobile payments company, 
claims “several tens of thousands world-
wide.” (By contrast, a spokeswoman for 
Square confirmed the company has “over 
2 million and is processing over $10 bil-
lion on an annualized basis.”)

The U.S.’s Intuit and Netherlands-
based Adyen are also targeting the Euro-
pean market for mobile payments, while 
PayPal and Square are both expected to 
launch in Europe in 2013, upping the 
volume in an increasingly noisy market. 
The result will be a “breakthrough year 
for mobile payments,” predicts de Geer. 
Perhaps; but so far, the numbers suggest 
that a tipping-point moment for mobile 
card-reader adoption in Europe is a fair 
distance away.                                                

In 2008, glass blower James McKelvey 
was unable to complete a $2,000 sale of 
his glassware because a customer could 
only pay by credit card. Frustrated, he 
discussed this with a friend, Jack Dors-
ey, the founder of Twitter. By the sum-
mer of 2009, Dorsey had prototyped a 
dongle and soon after, Square launched 
as a payments start-up targeting mainly 
the un-served micro-merchant space.

Fast forward to 2012. Square’s 2012 
capital raise of $200 million implies a 
$3.25 billion valuation. Its valuation 
quadrupled between January and June 
2011 and then doubled over the past year. 
This latest capital raise implies around 
30x - 40x estimated revenue. In contrast, 
payment companies tend to be valued 
between 3x and 5x revenue multiples. 
What does this mean for the industry?

 A new meRchAnt clASS 

From a global payments market per-
spective, Square is a small player. Its $10 
billion in payment processing volume 
annualized (announced on November 
14th 2012), although independent of the 
payments processed by Starbucks, is in-
conspicuous compared with Vantiv’s $426 
billion in 2011 or the $3.8 trillion processed 
by Visa. The top eight established players 
processed circa 98% of all transactions 
in 2011 in the U.S., exceeding $3 trillion.

What is noteworthy, however, is that 
Square has been able to sign up some mil-
lion merchants since its launch less than 
two years ago. It is estimated that around 
eight million merchants were accepting 
credit cards in the U.S. before Square’s 
launch. While there may be some overlap, 
Square identified a new merchant class 
eligible for card acceptance and thus grew 
the size of the market itself rather than 
undercutting other payment competitors.

Square’s current valuation is based 
on more than its payment processing 
capabilities and growth. The current 
product could offer additional services 
to merchants, who could extract value 
from consumer data and improve margins 
by moving outside the debit and credit 
card networks.

By offering a simple and transparent 
pricing model, Square has successfully im-
plemented disruptive technology to unlock 
demand in the micro-merchant payment 
space formerly not serviced by larger mer-
chant acquirers. Additionally, Square is 
now targeting the core market with, among 
others, its Starbucks partnership.

Unsurprisingly, it is facing strong com-
petition from both established players such 
as PayPal and young startups in both the 
U.S. and Europe such as LevelUp, iZettle 
and SumUp. This competition, while being 
good news for the customer, could be detri-
mental to the market because it drives the 
prices down: for example, LevelUp charges 
0% transaction fee as compared with 2.75% 
charged by Square on the premise that it 
can make enough profit through loyalty and 
customer acquisition campaigns. However, 
the recent demise of Sail (Verifone’s Square 
competitor) eight months after its launch 
due to “razor-thin margins” demonstrates 
the difficulty of not only challenging Square 
on its home turf but also the complexity 
of breaking the micro-payments market.

Square has a number of things going 
for it: Twitter founder Dorsey is CEO, 
Keith Rabois, former CFO of PayPal, is 
COO and the company boasts a who’s who 
of VC funds as investors. The company 
has raised $342 million so far, a number 
significantly beyond PayPal’s raise of $197 
million prior to its IPO.

Another strong advantage that Square 
has over its competitors is its unique PR 
and distribution network, notably through 
partnership with Starbucks, which is key 
to increasing its user base at a higher pace. 
This could significantly reduce marketing 
and merchant acquiring costs and at the 
same time, potentially give Square access 
to Starbucks’ 18,000 stores in 60 countries. 
Square took what many consider a ‘safe’ 
step into Canada, but why is it so slow to 
exploit this happy circumstance and make a 
global mark? Apart from the usual regional 
regulatory difficulties, the answer is simple: 
securing as large a volume as possible of 
transactions as possible in one market is 
more important and profitable than having 
an extensive geographical footprint but 
with small transaction volumes in each 
market. International forays, while impres-
sive in the press, mean little until a critical 
and sustainable volume has been reached.

However, Square doesn’t have all the 
time in the world to fine-tune its leap across 
the pond. In Europe, even though iZettle 
has been hobbled by its services being cut 
by Visa due to conflicts over its card-user 
authentication process, others like Berlin-
based SumUp have already picked up the 
baton. By the end of 2012, SumUp took its 
European business presence to 10 markets 
including two of Europe’s largest retail mar-
kets: the UK and Germany. Again, results 
and profits depend on how quickly SumUp 
is able to acquire merchants, but the back-

ing it has received in the form of an eight 
figure series A round demonstrates investor 
confidence in the space and in SumUp. The 
same goes for PayPal and Inuit: because of 
their existing user base and in the case of 
PayPal a strong European presence, they 
could speed up their growth and emerge 
as some of Square’s strongest competitors.

 digitizAtion oF pAymentS 

Technically, a payment is a set of data 
and metadata exchanged between a mer-
chant and a consumer. It includes trans-
action details (product, amount, time, 
location) and information on the con-
sumer (social ID, spending habits, past 
transactions) and the merchant (social 
ID, customer data, inventory data). Square 
is uniquely positioned to capture all this 
data. The receipts Square produces are a 
web page containing all the information 
relevant to the transaction. In fact, Square 
is essentially a big data company, able to 
leverage its aggregated sales and consumer 
and merchant data to generate insights into 
its own business as well as to trace spend-
ing patterns for consumers and merchants.

As society goes increasingly cashless, 
this data will prove to be more valuable 
than the primary payments services pro-
vided by such companies. It will help 
“close the loop” for offline transactions 
(tracking that purchase back to the origi-
nating source). Additionally, Square could 
utilize this data to create new businesses.

Square’s pricing reflects how it ca-
ters to merchants of all sizes: there’s a 
fixed fee of 2.75% per transaction or a 
fixed monthly fee of $275 per month. 
Square also provides analytics to small 
businesses, much in the same manner 
as Google Analytics. It also realized that 
anyone could be a merchant and adapted 
its onboarding process accordingly. It 
only takes three minutes to be accepted 
as a Square merchant. According to state-
ments made by Keith Rabois, Square is 
also experimenting with social validation, 
leveraging data from Twitter and Yelp to 
validate merchants.

What’s more, Square Wallet allows 
payments to be authorized simply by 
saying your name. As is often said, Ama-
zon, with its barcode scanning and image 
recognition app, has the best bricks-and-
mortar network in the world: the stores 
of all the other retail outlets! A simplified, 
seamless in-store payment experience, as 
demonstrated by Apple and now Square, 
may be the answer to this trend.

Due to the way it is set up, Square is in a 
good position to benefit from a post-credit 
card payment landscape. With Square 
Register, Square Wallet, and now Square 
Directory, it has full control of the pay-
ment experience, with the credit card 
hidden in the back.

Square Directory is a web-based 
search engine that allows users to find 
new merchants based on location and 
the particular items they are looking for 
at the time. The service already has over 
200,000 businesses listed in its directory. 
The combination of these Square services 
results in a customer-centric user experi-
ence. And, unlike other wallets, Square 
displays the location cards instead of the 
payment cards, in effect putting the credit 
card out of the view of the customer.

Alternative payments are not solely 
card-based and as such, eWallets can be 
funded by a variety of sources such as a 
bank account, pre-paid card or credit and 
debit cards. When the customer only sees 
the mobile payment layer, the underlying 
product matters less in the experience. 
This gives Square the flexibility to switch 
the payment means from a credit card to 
another solution, without disrupting the 
front-end payment for either the mer-
chant or the customer.

Square payment volume has been grow-
ing rapidly. It took PayPal 18 months after 
launch to process $8 million a day, while 
Square achieved this in half the time. With 
an $8 billion annual payment volume, 
Square’s revenue could well be in the $250 
million range. However, due to the nature 
of its business, it is estimated that around 
60% of its revenue goes towards issuing 
banks and payment processing. With this 
in mind, it is likely that Square could hit 
$100 million in net revenue in 2013.

It is not yet certain that Square’s dis-
ruptive model will translate into a sus-
tainable global business. But Square’s 
progress implies strong competition to 
established merchant acquirers and pay-
ment processors as well as PayPal and 
small European start-ups. It is up to credit 
card companies, PayPal, and the likes of 
iZettle to write a different future.

european Competitors Square OffSquare: From dongle 
to domination  

By JaMeS SILveR

 
By yaNN RaNCheRe, dIReCtOR at aNtheMIS gROup
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CONteNdeRS
 

 izettle 

website: izettle.com
based: Sweden
Launched: august 2011
territories: 7 (Sweden, denmark, Finland, 
Norway, germany, Spain and the uk)
Number of merchants: undisclosed
Merchant Commission: 2.75%
Funding: $46.7m

 Sumup 

website: sumup.com
based: berlin/dublin
Launched: august 2012
territories: 10 (germany, the uk, Ireland, 
austria, holland, Italy, Spain, belgium, 
France and portugal)
Number of merchants: undisclosed
Merchant Commission: 2.75%
Funding: “two-digit-million series a in 
Q2 2012” 

 pAyleven 

website: payleven.com
based: berlin
Launched: august 2011 by the Samwer 
brothers’ Rocket Internet incubator
territories: 6 (germany, holland, Italy, the 
uk, poland and brazil)
Number of merchants: “Several tens of 
thousands worldwide”
Merchant Commission: 2.75%
Funding: “double-digit euro millions”

geneva-based yann Ranchere is finance director of 
Anthemis group, a company focused on reinventing 
financial services for the 21st century

Left: Jacob de geer 
and Magnus nilsson, 
co-founders of izettle, 
europe’s first mover in 
mobile card payment

Right: Sumup’s mobile 
payment dongle,  
which, like Square’s, 
attaches to Apple and 
Android smartphones 
and tablets

gueSt eSSay
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Oleg Tscheltzoff, a serial entrepreneur 
and active investor with expertise in de-
veloping successful international online 
businesses, knows a thing or two about 
being global.

His name is Russian because his grand-
parents were White Russians who fled to 
western Europe during the Russian Civil 
War. His parents are French and so is he 
but Tscheltzoff, a scheduled speaker at 
DLD 2013, spent the first ten years of his 
life in Tehran. After living in France for 
a few years as a teenager and graduating 
with an MS from ENSEG in Grenoble, 
Tscheltzoff, who is fluent in Russian, 
French and English, earned an MBA from 
New York University’s Leonard N. Stern 
School of Business.

His first company, a telecom venture 
focused on 800 and 900 premium num-
bers, started and exited in the Ukraine; 
the second, amen.fr, a pan-European 
web hosting company that was sold in 
2004 to the U.S.’s VIA Net.works, was 
based out of Paris; and the third, Fotolia, 
a crowd-sourced market place for mi-

crostock images and video content, was 
launched from the U.S. Fotolia, which is 
now present in 15 countries and boasted 
2012 revenues of almost $100 million, 
raised $150 million in growth equity 
from KKR in 2012. The site has over 
20 million digital images and videos to 
choose from (and is adding 100,000 new 
images per week), making Fotolia one of 
the largest image databases for individu-
als, graphical professionals, SMEs and 
big corporates.

“Apart from being a serial entrepre-
neur, Oleg is probably the only one I know 
of who is doing great angel investments 
and understands the world of private 
equity too,” says Marco Rodzynek, a 
partner at corporate finance firm Noah 
Advisors, which advised Fotolia on its 
deal with KKR.

Fotolia, which was founded in Octo-
ber 2005 by Tscheltzoff and Frenchman 
Thibaud Elziere, and bootstrapped to prof-
itability, is headquartered in New York 
City but its “soul” and its primary market 
is Europe, says Tscheltzoff, who splits his 
time between homes in the South of France 
and NYC. He retains a minority stake in 
Fotolia and remains its CEO.

That’s by no means all he does. An ad-
visor to Runa Capital, a Russian VC firm, 
Tscheltzoff is a sought-after angel investor, 
with more than 20 companies in his portfo-
lio (see box). While many of his investments 
are in Europe, Tscheltzoff is also funding 
companies in the U.S., Canada and Brazil.

Tscheltzoff doesn’t just invest — he 
knows how to pick them. In the past 13 
months five of the companies he backed 
had exits: France’s Vinobest was sold to 
New York’s Lot18, an online wine retailer, 
in December, 2011 for an undisclosed sum; 
London-based on-line design store Llus-
tre was sold to Fab only 10 weeks after 
launch; U.S. 3D mapping company Up-
Next was sold to Amazon in July; France’s 
JolieBox was acquired by Birchbox, a 
subscription-based service that delivers 
a monthly box of beauty samples to your 
door, last September; and Producteev, 
a U.S. cloud-based task management 
provider, was sold to Jive in November. 

 going globAl 

It is no accident that three of the five 
companies — Vinobest, Llustre and Jol-
ieBox — were clones of U.S. companies. 
Unlike purely web-based products, e-
commerce start-ups often find it easier to 
buy competitors abroad to extend their 
international reach because on-the-ground 
presence is necessary and there are higher 
barriers to entry in foreign markets. For 
example Groupon acquired group-buying 
clones abroad, most notably Germany’s Ci-
tyDeal from the Samwer brothers, and Fab 
bought Germany’s Casacanda and the U.K.’s 
Llustre as part of its international expansion 
(see the story on pages 1, 22 and 23).

“If U.S. companies don’t expand fast 
they will be copied instantly,” says Tschelt-
zoff.  “It is just business. If a huge com-
petitor exists in the U.S. it is better to sell. 
If you are a creator of a new business in 
Europe it is better to do it alone.”

Europeans have more experience with 
taking e-commerce companies global 
since most start-ups have no choice but 
to expand beyond their home country’s 
borders if they want to build billion-
dollar-plus businesses (France’s Vente-
Privee and some of Russia’s e-commerce 
companies are exceptions). For example, 
European e-commerce 1.0 companies 
Asos and Net-a-Porter were pioneers in 
building global e-commerce businesses. 
And Germany’s Rocket Internet automat-
ed the process of rolling out e-commerce 
companies across the globe (see the sto-
ries on pages 1, 22 and 23).

Tscheltzoff’s expertise and connections 
have proved invaluable to Leetchi, a pan-
European group payments service based 

out of Paris. Celine Lazorthes, the com-
pany’s CEO and founder, was introduced 
to Tscheltzoff when she was finishing 
university. At the time Leetchi, an online 
service that allows people to pool money 
for things such as wedding or birthday 
gifts, was little more than a concept with a 
barebones prototype that was still in alpha. 
Tscheltzoff offered to invest and helped 
bring in others, including Xavier Niel, the 
founder of France’s Free, who ended up in-
vesting some of his personal money. Tschel-
tzoff’s contacts across Europe and experi-
ence in helping internationalize companies 
have also come in handy for Leetchi, which 
has expanded into 200 countries across the 
world in just 24 months and boasts some 
500,000 customers.

“Oleg helped us recruit a manager 
in Spain and when we entered into the 
German market he helped us find the 
right commercial partners and connect 
to members of the press,” says Lazorthes. 
“He is a locomotive, someone who will 
connect you, push you and motivate you. 
We consider ourselves lucky because he 
is also one of the rare angels who has the 
ability to stand back and analyze and un-
derstand the global market.”

So what’s next? Due to the state of the 
global economy Tscheltzoff sees lots of 
possibilities for European start-ups that 
can offer consumers bargains they can’t 
find elsewhere and says he is ready and 
able to help such companies expand 
around the world.

 
By JeNNIFeR L. SCheNkeR 

fotolia ceo oleg Tscheltzoff is actively  
investing in start-ups around the globe

an angel with wings
Oleg Tscheltzoff, a scheduled speaker at DLD 2013 in 
Munich, is investing in start-ups on three Continents
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examples of start-ups that dLd 2013 speaker 
oleg Tscheltzoff has invested in:

COMpaNy hOMe 
COuNtRy

webSIte

Alec Ross, Senior Advisor for Innovation 
in the Office of U.S. Secretary of State 
Hillary Clinton, has spent the last four 
years putting tech tools into the hands 
of diplomats and dissidents. 
Prior to his service at the State De-
partment, Ross worked on the Obama-
Biden Presidential transition team and 
served on Obama for America’s Tech-
nology, Media & Telecommunications 
Policy Committee.
Ross started his career as a sixth-grade 
teacher in Baltimore through Teach for 
America. In 2000, he and three colleagues 
co-founded One Economy, a global non-
profit that uses innovative approaches 
to deliver the power of technology and 
information about education, jobs and 
health care to low-income people. During 
his eight years at One Economy, the or-
ganization grew from a team of four peo-
ple working in a basement to the world’s 
largest digital divide organization, with 
programs on four continents.
In the run-up to the January 20-22 DLD 
conference in Munich Ross, a scheduled 
speaker, agreed to share some of his in-
sights with Informilo Editor-in-Chief 
Jennifer L. Schenker.
 

Q How do you define  
21st-century statecraft?

A 21st-century statecraft comple-
ments traditional foreign policy 

tools with new tools that leverage the 
networks, technologies, and demo-
graphics of our interconnected world. 
It means putting new tools in the tool-
boxes of diplomats so that strategic 
communication does not remain exclu-
sively something that is done behind 
podiums with flags flying in the back-
ground; it means supporting the devel-
opment of technologies that people 
living under dictatorships can use to get 
around censorship of the Internet; and, 
it means the creation of an Internet 
freedom agenda, the purpose of which 
is to keep the Internet open and not 
controlled by governments.

Q How, specifically, is the U.S. 
State Department helping 

support the development of 
technologies that people living 
under dictatorships can use to get 
around censorship of the Internet?

A We have spent about $90 million 
developing technologies that allow 

people to freely express themselves on 
the Internet by getting around govern-
ment firewalls, staying anonymous and 
staying safe. I can’t talk about the spe-
cific tactics to get technology into the 
hands of people but when we provide 
the technology it is very quickly used. 
One example is “Internet in a suitcase,” 
which was funded through the New 
America Foundation. In environments 
where the Internet is shut down by gov-
ernments redundant networks can be 
set up by citizens. This approach is very 
controversial but in my mind controver-
sial for all the right reasons. It clearly 
puts the U.S. on the side of citizens and 
on the side of good.

Q In the name of security a 
number of countries are trying 

different means — including via the 
International Telecommunication 
Union — to exert more control over 
the Internet. Is this why the U.S. did 
not ratify the World Conference on 
International Telecommunications 
treaty in December?

A When countries use Internet gov-
ernance in the context of security 

they often do so as a pretext for undermin-
ing free expression and minority rights. 
The U.S. is not going to be party to any 
treaty that changes the way the Internet 
is governed. We are not going to support 
any treaty that throttles back universal 
human rights in the name of security.

Q Has the U.S. State Department 
gone far enough down the social 

media path? There was recently some 
controversy around a memo that 
talked about a two-day approval time 
on communications. What’s the story?

A In the current situation the State 
Department has the right to review 

sensitive communications for 30 days. We 
are reducing that 30 days to two days but 
that doesn’t mean a two-day review process 
for every tweet. The two-day rule covers 
only about one percent of communications. 
Since I have been in this job the State De-
partment has sent out over 100,000 tweets 
— we have about 200 accounts. We try to 
keep the review to a matter of minutes as 
opposed to hours or days. I’ve never heard 
of it taking longer than a day.

Q You have been quoted as saying 
that the leadership structure of 

modern political movements looks 
like the Internet itself and this is both 
good and bad. Good because it’s 
citizen-centered but bad because it 
leaves a power gap. What can or 
should be done about that?

A There is no magic wand that can be 
waved to nurture leadership. The 

citizens that propelled those revolutions 
often find themselves powerless after the 
dictator resigns. The networked infrastruc-
ture of modern political movements can 
be very effective but their staying power 
is often challenged by the lack of inherent 
leadership within it. This calls for good 
old-fashioned leadership development. In 
the absence of leadership development 
and trusted institutions, revolutions can 
be hijacked by other forces.

Q You indicated, during a TEDx 
talk, that the best way to 

stimulate economies is to nourish 
innovation. What, in your mind, does 
that mean, exactly?

A In the U.S. and highly-developed 
economies it means lowering bar-

riers to innovation and entrepreneur-
ship — making sure that regulatory 
structures are pro-investment and pro-
entrepreneur as opposed to pro-bureau-
crat. It also means that societies need 
to recognize the unique capabilities that 
people in their 20s have in this field. 
That is part of the secret sauce of Silicon 
Valley’s success — being 20 does not 
count against you.

Q What did building One 
Economy teach you?

A It taught me a lot about entrepre-
neurship. To be successful you 

have to be single-minded and obsessive. 
You have to have vision and audacity. 
You have to tune out critics and wholly 
believe in your vision and product and 
not let anything or anybody hold you 
back. One of the reasons we succeeded 
is that we were so small and knew so 
little that we did not know what the bar-
riers to our success were so we just ran 
right by them.

Q What were you most proud of 
accomplishing during your 

four years as innovation advisor to 
Hillary Clinton?

A I am most proud of our having made 
Internet freedom something that is 

at the grown-up’s table in foreign policy.

Q Now that Hilary is due to step 
down, what’s next for you?

A I’m figuring that out right now. There 
are many choices inside and outside 

of government. Change is inevitable. I’m 
lucky the choices for me are very good ones.

Q What message would you like 
to get across to the participants 

in the DLD 2013 conference?

A It is very important for entrepre-
neurs to not be passive observers 

to what is happening politically in their 
countries. It is important for tech com-
panies to begin to flex their muscles in 
Washington, D.C., in Brussels, and in 
capitals around the world so that the 
voices of those creating the industries 
of the future are shaping the public 
policies of the future. Too often there 
are no representatives of the digital 
community in political debates. The 
tech community needs to be more ag-
gressive in pressing its case in capitals 
around the world.

21st-Century 
Statecraft
Alec Ross, Senior Advisor for Innovation in the Office 
of U.S. Secretary of State Hillary Clinton, talks about 
the intersection of politics and technology.

 alec Ross is a scheduled speaker at dLd 2013
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After a myriad of false dawns, the TV 
industry is finally in the grip of an Inter-
net-inspired revolution that is reshap-
ing everything from content creation 
and delivery to the way we watch — and 
interact with — the medium, a develop-
ment that is expected to be a big topic 
at DLD 2013, a conference taking place 
in Munich January 20-22.

This isn’t a Big Bang-style revolu-
tion of the sort that sent shock waves 
through other sectors of the media 
and entertainment industries, such as 
publishing and music, where business 
models were wrecked and barriers to 
entry removed almost overnight. When 
it comes to the fragmented marketplace 
of television, what we are seeing is a 
revolution in increments.

Of the three key areas in TV — con-
tent production, delivery platforms 
and how we, as viewers, watch, pre-
mium content such as sport, “event 
TV,” first-run Hollywood movies and 
high-quality comedy and drama ap-
pears all but impervious to disruption. 
Enduring profitability of the major and 
heritage broadcasters is clear evidence 
that this is the case. In the U.S., for ex-
ample, Time Warner’s cable networks 
division (which includes TNT, TBS and 
HBO) reported its best-ever quarter in 
November: operating income was $1.22 
billion — a 12% year-on-year spike. In 
the UK, meanwhile, satellite broad-
caster BSkyB grew its total customer 
base to 10.31 million Pay TV customers 
(adding more than 100,000 in the year), 
reporting pre-tax profits across its busi-
nesses of £1.22 billion in the 12 months 
to June 2012 — a rise of 17%. And that 
while investing an extra £70 million in 
programming.

“Anyone who’s had to get cable to 
watch the shows they love is familiar 
with the basic equation that HBO pro-
gramming, for example, costs money to 
make and requires money to see,” says 
Kevin Slavin, co-founder of games-maker 
Area/Code (sold to Zynga) and of social 
TV company Starling, and a scheduled 
speaker at DLD 2013. “They also know 
that the economics of production and 
distribution of YouTube are easy enough 
to subsidize through advertising and 
[therefore] can be free.”

It’s at the YouTube end of the spec-
trum — the slipstream of “free” — where 
the Internet is reconfiguring the econom-
ics of content creation. Once primarily the 
domain of pet videos, YouTube is now 
empowering a new stream of production: 
video start-ups.

LA-based Maker Studios, which sets 
out “to bridge the gap between YouTube 
and TV,” was founded by a group of video-
makers and performers to find mass audi-
ences for their digital talent cooperative. 
Today its content has 200 million You-
Tube subscribers and two billion monthly 
views of more than 3,000 channels. In 
December, Maker closed a $36 million 
investment round, led by Time Warner, 
which plainly sees the value of low-cost/
high-return programming watched by the 
hard-to-reach younger demographic, who 
spurn “traditional” TV — and its advertis-
ing. “A lot of our revenue comes through 
YouTube and the ads we’re selling around 
our content,” explains Lisa Donovan, co-
founder of Maker and an actress/come-

business with iOS and Android is that 
truly smart operating systems care less 
about access points and more about con-
tent and context. We used to ask whether 
we’d be using our phones for voice or text 
or data. Now we know we use them for 
everything. And that’s exactly what we 
will be doing with TVs.”

In September, Unitymedia’s parent 
company, Liberty Global, launched Hori-
zon, a media and entertainment platform, 

which, among other things, allows us-
ers to watch TV while switching seam-
lessly between devices and to connect 
to Internet apps. “Horizon allows the 
customer to go into the content he wants,” 
says Schüler. “If I’m interested in For-
mula One, I’ll open the Formula One app, 
where I can see the Grand Prix on linear 
TV. I can then watch a video about [World 
champion] Sebastian Vettel’s car in the 
‘on demand’ library, see [British driver] 
Lewis Hamilton talking about Vettel on 
YouTube and chat with friends about 
who will win the next race.” (It’s widely 
predicted that both Apple and Google will 
enter this section of the TV market with 
services in 2013.)

 the connected Audience 

There are other spins on content deliv-
ery, too. Stockholm based start-up Magine 
has created an app which streams live 
and on-demand TV channels (which are 
recorded in the cloud) over the Internet 
on multiple devices, allowing viewers 
to use the service wherever they have a 
Web connection. Successfully trialled by 
3,000 people in Sweden last year, Magine, 
which is expected to do a demo at DLD 
2013, is due to launch in its home coun-
try shortly. Other European territories 
will follow in 2013. Customers will pay a 
monthly subscription. A key selling point 
for the app with broadcasters, according 
to founder Mattias Hjelmstedt, is that it 
isn’t an attempt to disrupt the industry. 
On the contrary, he says, by licensing their 
content, Magine is helping broadcasters 
by taking their channels to as many users 
as possible. “We tell them we will never 
compete with you by being a broadcaster 
ourselves,” he explains.

The third area where the Internet is 

changing TV is in how it is watched. De-
spite predictions of the death of the “wa-
ter-cooler moment” (where office-work-
ers would discuss the previous evening’s 
TV viewing), social TV and interactivity 
are notably on the rise due to the fractur-
ing of the audience in the multi-channel 
age. Data about “simultaneous TV and 
tablet usage” by Nielsen revealed that 37% 
of American tablet owners questioned in 
Q4 2011 look up information related to the 
TV program they are watching, 27% look 
up product information for an ad they see 
on TV (while watching the ad) and 47% 
visit a social networking site while they’re 
watching TV. Other surveys mirror these 
numbers and advertisers have cottoned 
on. For example, research by U.K.-based 
Shazam, a music discovery service that 

has expanded into making television ad-
vertising interactive, with clients such as 
Unilever, Procter & Gamble, and Coke, 
found that people who used their service 
to “tag” an ad are three times more likely 
to interact with the brand as those who 
didn’t. All nationwide television shows in 
the United States have now been Shazam-
enabled, according to the company. By 
making brand ads more engaging, Shazam 
gets a slice of the TV ad market, which 
is worth $70 billion in the U.S. and $170 
billion globally. The lure for broadcasters 
to add Shazam to programming is that 
integrating Shazam promises to drive 
engagement and ratings, turning view-
ers into fans.

Slavin sees deeper significance in this 
real-time multi-screen connectivity, 
significance which goes to the heart of 
the power of TV as a medium. “There’s 
a renaissance in synchronized viewing,” 
he says. “The evidence for that is that 
if you look at trending topics on Twit-
ter, for example, around prime time you 
will see that they are often whatever it 
is that’s on television at that time. That 
reveals the lie that everyone is consuming 
whatever they want, whenever they want 
it, on their own terms. When people can 

talk about anything they want at, say, 8pm 
on a Thursday, what is statistically true 
is that they seem to be talking about the 
very same TV shows.

“What you see on Twitter, Facebook 
and Tumblr, Blackberry Messenger and 
Snapchat is that what is really reward-
ing to people, is to watch with — and be 
part of — a connected audience,” says 
Slavin. “This idea that television used to 
be something that we all did at the same 
time, but alone, shifting into something 
that we all do at the same time, together, 
is actually kind of beautiful and important 
and I think that is the most interesting 
part of this revolution.”

television + 
the Internet = 
tv Set Free?

 
By JaMeS SILveR

“What you see on Twitter, 
facebook and Tumblr, 
Blackberry Messenger and 
Snapchat is that what is really 
rewarding to people, is to 
watch with — and be part 
of — a connected audience,” 
says kevin Slavin, a scheduled 
speaker at dLd 2013. “This 
idea that television used to 
be something that we all did 
at the same time, but alone, 
shifting into something that 
we all do at the same time, 
together, is actually kind 
of beautiful and important 
and I think that is the most 
interesting part of this 
revolution.”

dian. Her Lisa Nova YouTube channel 
has had more than 186 million views. “We 
also have all these auxiliary ways to make 
money, like merchandising and iTunes. 
What we’re trying to do is empower as 
many people as possible to create content 
[using] a low-cost production model.” 
And Maker is far from alone in the space. 
Machinima, which makes video entertain-
ment for gamers, raised $35 million last 
year in a round led by Google, while in the 
UK, Elisabeth Murdoch’s Shine Group 
acquired Internet TV-maker Channel 
Flip for an undisclosed fee.

 SmARt enough? 

But if the Internet has lowered the bar-
rier to entry for ambitious video start-ups, 
it’s the area of content delivery that is 
seeing radical change. Adoption of Smart 
TV sets, for example, has to date been 

sluggish. However, that’s about to change. 
Research by Strategy Analytics estimates 
that by the end of 2012, 21 million Smart 
TV sets had been installed in Japan, the 
world leader, 15.8 million in the U.S., 13.8 
million in China, 7.1 million in Germany 
and 6.8 million in the UK. The reason 
for the relatively slow take-up, accord-
ing to Lutz Schüler, CEO of Germany’s 
Unitymedia Kable BW, is that Smart TV, 
so far, simply hasn’t been smart enough. 
“They are like the early smartphones,” 
says Schüler, a scheduled speaker at DLD. 
“Not really ‘smart’ at all.”

So far Smart TVs have lacked “intui-
tion,” instead putting the onus on users 
to make a series of decisions about what 
they want to watch or do — whether it’s 
browsing the video-on-demand library, 
surfing the Internet or watching “live.” 
And that doesn’t work, says Schüler. “The 
big change we have seen in the mobile 

Lisa donovan: Maker Studios co-founder and youTube pioneer ‘Lisa nova’ with 186 million views

Left: Tv 3.0: Live 
streaming, on the move

Below: Magine: a 
successful trial involving 
3,000 Swedes is now 
over. The app will launch 
imminently

Special events like the olympics  
are now “Shazamable.”
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 FARFetch 

(www.FaRFetCh.COM)
LONdON, uk
what it does: Farfetch.com unites independent 
boutiques around the world with fashion lovers.
why it’s hot: Farfetch offers shoppers more than 
82,000 items from 2,000 fashion labels for both 
women and men. The site sees 3.8 million+ 
visitors from 200 countries each month; it has 
130,000 customers. Founded in 2008, in 2012 
the company raised $18 million in funding from 
Index Ventures, eVenture Capital Partners 
and existing investor Advent Venture Partners, 
bringing total funding to $24 million.

 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.

 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.

 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.

 hAilo 

(www.haILOCab.COM)
LONdON, uk
what it does: Links licensed cab drivers with 
would-be passengers via smartphone apps.
why it’s hot: An app that links licensed cab drivers 
– starting in London, but now also offering the 
service in New York, Dublin, Boston, Toronto 
and Chicago – with passengers via the two main 
smartphone platforms, iOS and Android, is set 
to become a must-have for denizens of those 
cities. In late December Hailo reportedly raised 
an additional $30 million in funding, on top of 
earlier investment of $17 million; the latest round 
values the company at $140 million. The business 
is solidly backed for further development as it 
moves to take on Uber in the U.S.

 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.

 houSebiteS 

(www. hOuSebIteS.COM)
LONdON, uk
what it does: “Reinventing takeaway.”
why it’s hot: Founded by some of the 
entrepreneurs behind Bebo, Birthday 
Alarm and SpeedDater, HouseBites allows 
customers to order food from top chefs in their 
neighborhoods and have it delivered. Users 
can engage directly with the chef who will 
cook the order, and provide feedback. The 
company is currently super-angel funded by 
Paul and Michael Birch, Steve Pankhurst, EC1 
Capital, and two anonymous bankers.

 cApitAine tRAin 

(www. CapItaINetRaIN.COM)
paRIS, FRaNCe
what it does: Aggregates train ticket sales online 
in France and Germany.
why it’s hot: Capitaine Train, founded by three 
engineers, aims to make it easier to buy train 
tickets. In September the start-up raised €1.4 
million from Index Venture, Fotolia CEO Oleg 
Tscheltzoff, and other investors. In October 
the company claimed to be on track to sell over 
400,000 tickets by the end of 2012. Train ticketing 
is an area that’s ripe for disruption, particularly in 
France, and for pan-European travel.

 gloSSyboX 

(www.gLOSSybOX.COM)
beRLIN, geRMaNy
what it does: Discovery-driven e-commerce 
platform that offers consumers a personalized 
way to discover, sample and shop for beauty 
products. 
why it’s hot: A clone of New York-based 
Birchbox, Glossybox boasts 200,000 
subscribers across the 16 countries to which it 
ships, compared with Birchbox’s 100,000 
subscribers throughout the U.S. In December 
Glossybox announced it had shipped its two 
millionth box and has received $72.4 million in 
overall financing; investors include Rocket 
Internet, Holtzbrink Ventures, and 
Investment AB Kinnevik.

 izettle 

www.IZettLe.COM
StOCkhOLM, SwedeN
what it does: Europe’s answer to Square, it of-
fers small vendors a way to process payments 
via an iPhone or Android app and a card reader.
why it’s hot: It’s not cost-effective for small 
vendors to have full card-processing machines 
and services so this app-plus-reader makes 
modern commerce available to the smallest 
of stores. There is plenty of excitement about 
iZettle in Europe but Visa Europe blocked the 
service in some countries, raising questions 
about its ability to scale. (iZettle can now 
accept Visa via a workaround in which users 
manually enter their card details.) iZettle is 
currently in seven European markets and 
has nearly $50 million in investment from 
American Express and MasterCard.

 Sumup 

www.SuMup.COM
beRLIN, geRMaNy
what it does: European mobile payment pro-
vider with a Square-like dongle.
why it’s hot: SumUp is currently active in 10 
European markets. Backed by more than 
$20 million from b-to-v Partners, Shortcut 
Ventures, Tengelmann Ventures and 
Klaus Hommels, the company is capable of 
processing MasterCard and Visa payments 

(via a manual workaround) in all the countries 
in which it operates. Like its rivals, it charges a 
per transaction fee of 2.75%. 

 zeeboX 

(www.ZeebOX.COM)
LONdON, uk
what it does: Zeebox offers web, iPhone and 
iPad apps to connect users with their TV-
watching friends, so they can chat, share and 
tweet about whatever’s on.
why it’s hot: One of the first companies to 
figure out how to capitalize on the fairly recent 
consumer habit of watching TV while using 
Facebook and Twitter. BSkyB liked the idea so 
much it acquired 10% of Zeebox, which was 
founded by former BBC technology executive 
Anthony Rose.

 ShAzAm 

(www.ShaZaM.COM)
LONdON, uk
what it does: Discovery service for music, TV 
shows, and ads.
why it’s hot: Bar-goers have since 2002 been 
holding their handsets up to speakers so the 
Shazam app can identify the music they’re 
listening to. Since then it has morphed into 
a powerful marketing tool: the user can now 
not only to identify the music in, say, an ad, but 
also buy the goods featured in the ad, concert 
tickets, the track itself, etc. In June 2011 it 
raised $32 million in funding. It boasts 250 
million users, adds two million new users a 
week, and claims to have identified more than 
five billion songs. Now it is expanding onto 
second screens, making TV ads “Shazamable,” 
allowing its large user base to buy not just 
music but all sorts of merchandise connected 
with programming.

 mAgine 

(www.MagINe.COM)
StOCkhOLM, SwedeN
what it does: A cloud-based service for watch-
ing live and recorded TV.
why it’s hot: An app that streams live and 
on-demand TV channels (which are recorded 
in the cloud) over the Internet on multiple 
devices, allowing viewers to use the service 
wherever they have a web connection. 
Successfully trialed by 3,000 people in Sweden 
last year, Magine is due to launch in its home 
country shortly; other European territories 
will follow in 2013. 

MObILe payMeNtS

 vente pRivee 

(www.veNte-pRIvee.COM)
La pLaINe SaINt deNIS, FRaNCe
what it does: Online, member-only daily dis-
counted sales events for consumer goods.
why it’s hot: Vente Privee is the originator 
of the online flash sales events business 
model, which has been copied by start-ups 
worldwide. Vente-privee.com reaches 
more than 16 million members across eight 
European countries, partners with more 
than 1,450 major international brands and 
has annual sales of over $1.5 billion. The 
company’s year-old partnership in U.S. market 
with payment industry heavyweight American 
Express has helped to establish “the highest-
end member base in the industry.”

 ShowRoompRive 

(www. ShOwROOMpRIve.COM)
La pLaINe SaINt-deNIS, FRaNCe
what it does: Online shopping club.
why it’s hot: One of Europe’s largest private 
member e-commerce websites, selling heavily 
discounted designer fashion and homewares 
across Europe. In 2010 Accel Partners invested 
€37 million. In 2011 revenues were €130 million; 
it now has approximately 15 million users. The 
company is expanding quickly, and the site is 
growing at 200,000 new members a month.

 kupivip 

(kupIvIp.Ru)
MOSCOw, RuSSIa
what it does: Russia’s first online shopping club.
why it’s hot: KupiVIP offers online designer 
brand sales that boast discounts of up to 70%. 
In October, KupiVIP raised $15.5 million 
from MCI Management in October 2012; this 
follows on from a $38 million round in June, 
led by Intel Capital. The company, which is 
expected to make revenues of $300 million 
in 2012, has also built a reliable logistics 
infrastructure and is looking to capitalize on 
the data it gathers from its 200,000 registered 

shoppers, making it a well-integrated 
company with services to capitalize on. 

 juSteAt 

(www.JuSt-eat.COM)
LONdON, eNgLaNd
what it does: Online takeaway ordering service.
why it’s hot: Active on four continents with 
more than 20,000 restaurants on its network; 
used by millions of takeaway customers every 
month. Raised $64 million from private equity 
group Vitruvian Partners and other investors 
in May 2012 to support acquisitions of smaller 
rivals, Europe’s largest e-commerce fundraise 
for 2012. JustEat claims that less than 10% of 
all takeaway orders in the world take place 
online, so there is still plenty of growth out 
there. 2011 revenues: roughly £35 million, up 
from £5.6 million in 2008.

 zAlAndo 

(www.ZaLaNdO.COM)
beRLIN, geRMaNy
what it does: A hybrid Zappos and Asos clone 
that sells shoes, fashion and housewares.
why it’s hot: Zalando, a Rocket Internet 
company, has built its brand through television 
advertising and a data-driven execution 
strategy. It now operates in 12 countries in 
Europe. 2012 turnover is estimated at €1 
billion; the company is expected to go public 
sometime this year.

 ozon 

(www.OZON.Ru)
MOSCOw, RuSSIa
what it does: Internet shop selling Russian- 
language goods – books, movies, music, and 
software, and now fashion items.
why it’s hot: The Amazon of Russia is Russia’s 
e-commerce leader, claiming more than 11 
million registered users in 56 countries. In 
2011 it raised $100 million in funding — one 
of the largest rounds ever raised by a Russian 
company. In September 2012 Ozon announced 
revenue for the previous six months was 
$232 million, up 91% from the previous year. 
In February the company acquired shoe/
accessory site Sapato. Ozon has also built on 
its own logistics expertise to provide transport 
and delivery services to third parties

.
 Avito 

(www.avItO.Ru)
MOSCOw, RuSSIa
what it does: Online classified site modeled 
on Craigslist.
why it’s hot: Avito offers ads in major Russian 
cities including Moscow, Saint Petersburg 
and as far east as Ekaterinburg in Siberia. In 
2012 it raised $75 million in funding from local 
private equity group Baring Vostok and global 
venture capitalists Accel Partners, adding to 
funds already contributed by Kinnevik and 
Northzone. Avito claims 40% of Russian web 
users visit the site at least once a month, and that 
it has more than 30 million users. More than 10 
million people have listed items for sale on the 
site; 6 million items are added each month.

 tRendyol 

(www.tReNdyOL.COM)
IStaNbuL, tuRkey
what it does: Leading Turkish flash sale e-
commerce site.
why it’s hot: Backed by Tiger Global 
Management and Kleiner Perkins, Trendyol 
established a leading position in the Turkish 
e-commerce market just 18 months after 
launch in 2010, with more than 4 million users. 
Turkey is rapidly becoming one of the most 
connected countries on the planet, giving 
Trendyol plenty of room for growth.

 deliveRy heRo 

www.deLIveRyheRO.COM
eXeteR, eNgLaNd
what it does: Enables customers to quickly and 
easily order food for delivery online.
why it’s hot: Founded in October 2010, Delivery 
Hero operates in 12 markets across four 
continents. More than 30,000 restaurants 
participate worldwide, and more than 32 million 
meals have been delivered since launch. The 
business is backed by Ru-Net, Kite Ventures, 
Tengelmann Ventures, Holtzbrinck Ventures, 

Point Nine Capital and Internet company 
builder/cloner Team Europe. In its first 24 
months, Delivery Hero raised more than $100 
million. In October 2012, Co-CEO Fabian Siegel 
and six other employees of the German branch 
were fined for accessing and using material from 
a competitor’s database without permission. 
This month Siegel resigned. Still, Delivery Hero 
is growing at a faster clip than Just Eat, and is 
now pushing into Eastern Europe.

 FAntASyShoppeR 

www.FaNtaSyShOppeR.COM
eXeteR, eNgLaNd
what it does: The website combines social me-
dia with shopping, allowing participants to 
build dream outfits and spend fantasy money 
on virtual outfits or real money in real shops, 
both online and offline.
why it’s hot: Pulling together social and 
shopping in an attractive way is a bit of a holy 
grail for retailers, and this UK-based start-
up, which has so far raised $3.56 million in 
funding, seems to have hit a sweet spot since its 
launch a little over a year ago. It looks a bit like 
Pinterest and links out to Facebook. Selected 
by Amazon Web Services (AWS) as the most 
exciting online start-up in 2011. 

 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: It 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. It 
aims to have its offering embedded with e-wallets 
and is already trialing a service with PayPal. 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.

e-COMMeRCe

tOp 25 euROpeaN 
StaRt-upS tO watCh

To identify europe’s Top 25 start-ups 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.
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specific subjects and everyone has to 
learn in this particular way, but that‘s 
not how humans are; that’s not how par-
ticularly young students are,” Lin says.

Technology is enabling more per-
sonalized approaches to learning, al-
lowing students to work with materials 
at their own pace. For example, New 
York-based Knewton, which focuses on 
higher education, has developed adap-
tive software that can analyze data from 
a student’s performance on exercises 
over a period of years to tightly tailor 
their learning experiences.

Time to Know, an Israeli start-up, is 
building an educational operating system 
and a digital core curriculum for schools, 
radically changing the way teachers and 
students interact. Globally, over 200 
schools are currently working with Time 
To Know. Teachers use the solution to 
manage the critical classroom processes 
of instruction, learning, and assessment, 
including real-time classroom manage-
ment and effective planning.

The company is forging joint ven-
tures with major book publishers, 
based around its unique technology and 
methodology to quickly and effectively 
convert print books to an interactive 
learning environment. McGraw-Hill 
Education in the U.S. and Doosan Dong-
A in South Korea are two of Time to 
Know’s exclusive partners in the global 
K–12 marketplace.

 enAbling collAboRAtion 

In many cases, students are the early 
adopters, but teachers too are quick to 
share materials and collaborate through 
online social networks. Edmodo, a San 
Mateo-based fast-growing social learn-
ing platform founded in late 2008, has 14 
million users globally with a user in every 
country of the world. Teachers sharing 
Edmodo with other teachers has driven 
the site’s growth, says Lucia Giacomanto-
nio, the site’s senior marketing manager. 
It has now been adopted by 85 of the top 
100 U.S. school districts.

Quipper, a London-based e-learning 
start-up created by Japanese entre-
preneur Masa Wannabe with financial 
backing from Atomico, the London-
based international technology venture 

capital firm, offers an app platform for 
teachers to create their own quiz pro-
grams. Quipper’s quizzes cover more 
than 2,000 topics, such as math and 
physics, and languages ranging from 
Dutch to Turkish, and can be accessed 
via Apple and Android smartphones.

The Internet is bypassing traditional 
gatekeepers, from elite universities’ ad-
missions departments to text book pub-
lishers, giving students access to previ-
ously unavailable classes and allowing 
energetic teachers to create new learning 
materials, YouTube’s Lin says.

In Chicago, for example, the public 
school system lacked native Arab lan-
guage teachers but they found Maha 
Yacoub, a language teacher based in 
Livorno, Italy who creates Arabic les-
sons on YouTube, Lin recounts. The 
school system managed to build a cur-
riculum around her lessons and even 
set up video conferences between the 
students and Yacoub.

Likewise, Lin says, professors in Nige-
ria are using online lectures to bring the 
latest thinking from leaders in their field 
into West African classrooms.

There are profits to be made in the 
edtech sector, but one key thing that sets 
the edtech start-ups apart is that their 
success is not judged by profits alone. 
“There’s a definite sense of a double 
bottom line,” says Lin. “There are for-
profits in this space obviously, but I think 
you’re seeing for-profits trying to show 
that they’re having a social impact as well 
as the financial success.”

Codecademy’s Sims agrees. Among 
his company’s successes, he counts Ryan 
Hanna, a student who knew nearly no pro-
gramming but since signing up for Code 
Year, has created an app called Sworkit 
that has had more than 100,000 downloads.

“It’s great that we’re teaching people,” 
Sims says. “But what are they doing with 
that knowledge? Are they getting jobs? 
Are they starting companies? Are they 
building things in their free time? What 
we think is really important is to really 
ignite that creative spirit inside people 
and give them the tools to make things.”

codecademy attracted $12.5 million in funding from investors 
ranging from union Square and kleiner Perkins to entrepreneur 
Richard Branson. It is part of a wave of u.S. education start-
ups that are experiencing their biggest boom since the 
Internet bubble burst in 2000. venture capital firms made 167 
investments worth $1.13 billion in the edtech sector in 2012, 
eclipsing the 106 placements made in the sector in 1999 at the 
peak of the dotcom boom, according to gSv capital, a publicly-
traded california-based venture fund. That was up from 127 
investments worth $930 million in 2011.

Telling investors your start-up is an 
education company was far from a sure-
fire way to get calls returned, Codec-
ademy’s 22-year-old co-founder Zach 
Sims recalls, thinking back to when the 
free programming tutorial company 
began raising funds two years ago. But 
fortunes have changed for Codecademy 
and the entire edtech sector.

“Now a lot of companies are starting 
and proudly calling themselves educa-
tion companies, which is definitely a 
change from when we started working 
on Codecademy,” says Sims, a scheduled 
speaker at DLD 2013 in Munich January 
20-22. “It’s much easier to raise money. 
It’s a sector a lot of venture capitalists 
are interested in.”

In a sign of how much investment at-
titudes toward the edtech sector have 
changed, a Forbes Magazine cover sto-
ry recently proclaimed edtech “The $1 
trillion opportunity,” a reference to the 
$1.3 trillion the U.S. spends annually on 
education — and the potential market for 
disruptive e-learning solutions.

“We’re trying to build the future of 
education,” Sims says from the start-up’s 
Manhattan office. “What we’ve really 

focused on is building something that’s 
new — from the web up. We’re not tak-
ing an offline experience and bringing it 
online. What we’re doing is creating an 
entirely new experience based on what 
you can do with the Internet.”

What is attractive to investors is that 
edtech start-ups can scale fast, Sims says. 
The 14-month-old Codecademy has “mil-
lions” of users, he says, declining to give a 
specific figure. Its user numbers exploded 
a year ago when it declared 2012 “Code 
Year” and encouraged people to make 
it their New Year’s resolution to learn 
programming. Within weeks 450,000 
signed up, including New York City 
Mayor Michael Bloomberg. The White 
House then teamed up with Codecademy 
to set up a summer coding classes for 
underprivileged youth.

Codecademy attracted $12.5 million 
in funding from investors ranging from 
Union Square and Kleiner Perkins to en-
trepreneur Richard Branson. It is part of a 
wave of U.S. education start-ups that are 
experiencing their biggest boom since the 
Internet bubble burst in 2000. Venture 
capital firms made 167 investments worth 
$1.13 billion in the edtech sector in 2012, 

eclipsing the 106 placements made in 
the sector in 1999 at the peak of the dot-
com boom, according to GSV Capital, a 
publicly-traded California-based venture 
fund. That was up from 127 investments 
worth $930 million in 2011.

A number of factors suggest this ed-
tech boom stands a greater chance of 
success than the last one, GSV said in a 
recent report. The business models are 
“vastly more capital efficient” and the 
talent pouring into the sector includes 
both successful technology entrepre-
neurs and former executives from the 
likes of Google and Yahoo! and young 
people from leading not-for-profits like 
Teach For America, who have classroom 
experience. Also, students, parents and 
teachers are more tech savvy than in the 
late 1990s.

DLD Munich has played a part in the 
boom. One of the most memorable mo-
ments at last year’s conference was when 
Sebastian Thrun, the Stanford professor 
who led the development of Google’s self-
driving cars, announced he was giving up 
his tenured position at the university and 
launching his own online course start-
up, Udacity. Thrun explained he made 
his decision after he co-taught an online 
artificial intelligence course through Stan-
ford that attracted 160,000 students and 
for several of them, changed their lives. 

“Having done this I can’t teach at Stan-
ford again … I feel like there’s a blue pill 
and a red pill,” Thrun told 2012 DLD del-
egates, referring to the film “The Matrix.” 
“You can take the blue pill and go back 
and lecture your class of 20 students, 
but I’ve taken the red pill and I’ve seen 
wonderland. We can change the world 
with education.”

Udacity was quickly followed by Cour-
sera and edX, similar start-ups that offer 
free-access MOOCs (Massive Open On-
line Courses) taught by leading professors 
from top-ranked universities including 
MIT, Harvard, Princeton and Berkeley.

Similarly, University of the People uses 
open-source technology and open edu-
cation resources based on the Creative 
Commons license to provide peer-to-peer 
learning, helping pioneer the intersection 
of education and technology. Approxi-
mately 2,900 college professors — includ-
ing some from prestigious universities 
such as Harvard, Oxford and Yale — are 
already signed up as volunteers to teach 
the 1,500 qualified high school gradu-
ates who have enrolled to date from 132 
countries, says Shai Reshef, the Israeli 
entrepreneur who founded University 
of the People in 2009.

“The Internet has democratized and 
disrupted a lot of other industries and 
it’s time for it to disrupt education in a 
more meaningful way by providing ac-
cess, whether it’s access to great con-
tent or access to learn from the world’s 
best teachers that are on YouTube or on 
other platforms,” says Angela Lin, head of 
YouTube’s education projects. YouTube 
is the main platform used by Khan Acad-
emy, the popular not-for-profit online 
school, and MOOC start-ups including 
Udacity and edX.

 edtech boom 

Worldwide the potential market for 
education technology is huge. Global 
spending on education topped $3.9 tril-
lion in 2010, according to a report from 
the U.S. President’s Council of Economic 
Advisers. Of that, $62.5 trillion, or 1.6 per-
cent, was spent on e-learning solutions. 
“People are absolutely waking up to it, 
they have been open to it and looking for 
opportunities. It’s really just a matter of 
seeing what works and the exciting thing 
is nobody really knows yet,” Lin says.

The surge in edtech innovation is be-
ing powered by the seemingly infinite 
stream of free content, hyperconnectiv-
ity, and increasingly powerful and afford-
able computing technology.

“Classrooms were created back when 
it was the industrial revolution and we 
are still submitting students to this fac-
tory model of everyone has to learn these 

 
By d’aRCy dORaN

disrupting the Classroom
Education is shifting from one-size-fits-all to a more digitized, 
personalized model, opening opportunities for tech entrepreneurs.

The Internet is bypassing 
traditional gatekeepers, 
from elite universities’ 
admissions departments to 
text book publishers, giving 
students access to previously 
unavailable classes and 
allowing energetic teachers to 
create new learning materials.

Source: gSv Advisors
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artrepreneurs

In a process that has been some five 
centuries in the making, art and sci-
ence have diverged to a point where 
the once-intertwined disciplines now 
occupy opposite ends of the intellectual 
spectrum and those with knowledge of 
one rarely do much more than dabble 
in the other. John Maeda, the president 
of the Rhode Island School of Design, is 
determined to change that.

Maeda, a scheduled speaker at DLD 
2013, is using his pulpit at RISD, one of the 
top fine arts colleges in the U.S., to tell the 
world that art and design will transform 
the economy in the coming decades much 
as science and technology did in the 20th 
century. Part of that transformation – 
which Maeda says will move the world 
closer to the era of Leonardo da Vinci and 
the Italian Renaissance when artists were 
also scientists and vice versa – entails 
using technology to turn art and design 
students into entrepreneurs who promote 
their work and transform their occupa-
tions into lucrative careers.

“One of the most important things 
technology can do for artists is help them 
make a living,” says Maeda. “Tools like 
Etsy, Kickstarter, Behance and Quirky 
are changing the dynamics of the creative 
economy and putting the power into the 
creators’ hands.”

A recent RISD survey found that al-
most three of every four students from the 
class of 2011 are entrepreneurs or want 
to be one. With that in mind, Maeda is 

helping his students become what he calls 
“artrepreneurs” by creating relationships 
with companies and institutions that 
might want to hire his graduates.

To further push its students toward 
entrepreneurship Maeda made RISD the 
first university in the U.S. to give gradu-
ates dongles from Square, the electronic 
payment system developed by Twitter 
founder Jack Dorsey, enabling artists 
and designers to sell their work. At the 
same time the school’s career services 
office hosts events that feature famous 
designers and aim to facilitate a move 
into the commercial world.

RISD has placed students at unex-
pected spots for artists and designers, 
including the National Defense Univer-
sity where a student is using her skills to 
improve disaster relief.

“People here realize that making a liv-
ing doesn’t need to mean selling out,” says 
Maeda. “We’re trying to add an art and 
design dimension to business. At a place 
like RISD, where we have been teaching 
art and design for 135 years with a deep, 
immersive foundations-based curricu-
lum, we teach critical thinking and critical 
making, both practices the business world 
could benefit from. These timeless central 
tenets will not change.”

Maeda, who became president of 
RISD in 2008, taught media arts and 
sciences for 12 years at the Massachu-
setts Institute of Technology and served 
as associate director of research at the 
MIT Media Lab. He has published five 
books and TIME magazine selected  
@johnmaeda as one of the 140 Best Twit-
ter Feeds of 2011.

Among RISD’s most illustrious 
graduates who have broken through 
to the world of entrepreneurship are 
Joe Gebbia and Brian Chesky, two of 
the co-founders of Airbnb, an online 
accommodations marketplace offering 
everything from a private island in the 
South Pacific to a room in a New York 
loft and a remodeled water tower in 
Berlin. Airbnb – which was founded 
in 2008 and has attracted investment 
from Sequoia Capital, Andreessen 
Horowitz and Greylock Partners – 
has styled its website to recall some 
of the most successful social media 
and tech companies.

“Design has become a determining fac-
tor,” says Maeda, who has designed pro-
jects for Cartier, Google, Philips, Reebok 
and Samsung. “Look at Pinterest or Mint; 
these are not technologically-advanced 
companies. Well-designed services are 
the ones that are surviving. In many cases 
technology has become a commodity and 
once it is a commodity the way to differ-
entiate is through design.”

A recent visit of Samsung’s top man-
agement to New England included stops 
at MIT and Harvard and then a detour to 
RISD in Providence, Rhode Island. This 
last stop highlights the growing impor-
tance of design for technology companies 
and the new reality that technology alone 
no longer draws consumers, says Maeda.

Creating a cadre of artists and designers 
ready to be entrepreneurs that thrive on 
taking risks and aren’t afraid to fail is only 
half the battle. For Maeda’s vision of a 21st 
century where artists and designers play 

a key role in all types of large companies 
and organizations to become a reality he 
must also find companies ready to hire 
his graduates.

“It’s a two-part problem,” says Maeda. 
“On the one hand you have to have ready 
an interested employer base that wants 
this talent. On the other hand you have to 
have students at art and design schools 
that want to do something that isn’t in the 
normal design slot. You need to create the 
supply and the demand at the same time.”

If Maeda is successful in creating that 
supply and demand, the beginning of the 
21st century may eventually be remem-
bered as the time when art, science and 
entrepreneurship began converging to 
produce a situation similar to the 16th 
century, when the line between scientist, 
artist and self-promoter blurred and al-
most disappeared. 
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Art and design may transform the economy in the 
coming decades much as science and technology 
did in the 20th century.

Rhode Island School of design President John Maeda has designed 
projects for cartier, google, Philips, Reebok and Samsung.
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It is something of a cliché to refer to 1984, 
George Orwell’s dystopian vision of the 
future, as an indicator of the direction 
society is heading in the early 21st cen-
tury. But when you hear respected voices 
such as Mikko Hypponen, chief research 
officer at Internet security company F-
Secure, talking about how the German 
government used the R2D2 Trojan, sur-
reptitiously installed on the computers 
of its own citizens to monitor their online 
activity, it’s hard to get away from Or-
well’s concept of a Big Brother society.

Governments spying on their citizens, 
governments deploying cyber-espionage 
weapons against foreign companies or 
other nation states, the threat of high-
tech weapons being captured via mal-
ware and redeployed, hackers seeking 
vigilante-style justice – all of these sound 
like movie plots, but all of these are real.

So are cyber criminals who rip off 556 
million people per year, according to the 
2012 Norton cybercrime report. Some 1.5 
million are victimized each day, which 
works out to 18 per second. The global 
price tag of cybercrime is a whopping $110 
billion (see chart).

“There is and always will be a permanent 
race in cyber space between attackers and 
defenders,” says a September 28, 2012 Eu-
ropean Network and Information Security 

Agency (ENISA) report. “Unfortunately, at 
the moment attackers are one step ahead.”

Now that two-thirds of adults access 
the Internet via mobile phones new forms 
of cybercrime are emerging, targeting 
mobile devices and social networks. “Mo-
bile devices are one new frontier,” says 
Israeli security specialist Keren Elazari, 
a scheduled speaker at DLD 2013. “Only 
one in 20 smartphones has any kind of 
security software on it, and yet it has all 
our most personal stuff on it.”

The most malware-ridden platform is 
Android, Google’s mobile operating sys-
tem based on Linux. “We receive 150,000 
samples of malware a day. On the desk-
top, we find 10,000 to 15,000 samples are 
for Windows; there are more than there 
used to be for Mac OSX, and nothing for 
Linux.” says F-Secure’s Hypponen, who 
is also scheduled to speak at DLD 2013. 
“On mobile, it’s the other way round. On 
iOS, there’s nothing. On Windows Phone, 
there’s nothing. On Android, there are tens 
of thousands. You used not to need security 
software on your phone; today you do.”

Drive-by download attacks against web 
browsers have become the top web threat, 
according to the ENISA report. These 
attacks target software on Internet us-
ers’ computers (web browsers, browser 
plug-ins, and operating systems) and in-

fect computers automatically when the 
user visits a drive-by download website, 
without any user interaction. In May of 
last year the first drive-by download for 
Android was reported, meaning drive-by 
download attacks are now a mobile threat 
as well, exposing not just consumers but 
businesses to new types of attacks.

“IT departments now have to manage 
a mix of endpoint devices: desktops, lap-
tops and smartphones — often a variety 
of different smartphones. The problem is 
exacerbated because many people use the 
same device for personal and business use. 
So loss of data may be bad news not just 
for an individual, but for the business too,” 
says David Emm, senior security researcher 
at Kaspersky Labs. (Eugene Kaspersky, 
founder and CEO of Kaspersky Labs, is a 
scheduled speaker at DLD 2013.)
 
 incReASed thReAtS  

Trojans, which are widely used by cy-
ber criminals to steal money, are a major 
malware threat in mobile platforms.  So-
cial networks are another new appeal-
ing distribution channel for malware, an 
example being the Koobface23 worm that 
targeted and infected users of major social 
networking sites.

In addition to drive-by attacks, worms 
and Trojans, other threats that made 
the ENISA top ten include code injec-
tion, exploit kits, botnets, denial of ser-
vice attacks, phishing, compromising 
confidential information, rogueware/
scareware, targeted attacks, physical 
theft/loss/damage, identity theft, abuse 
of information, search engine poisoning 
and rogue certificates.

The increase in the number and type of 
cyberattacks has prompted the creation 
of the European Cybercrime Centre, at 
the European Police Office, Europol, in 

the Hague, which officially opened for 
business in January. The center’s focus is 
on illegal online activities carried out by or-
ganized crime groups — especially attacks 
targeting online financial activities, online 
child sexual exploitation and crimes that 
affect the critical infrastructure and infor-
mation systems in the European Union.

Trouble is that cyber attacks know no 
borders, making it all the more difficult 
to keep them in check. In January 2010 
Google disclosed that it had been the tar-
get of a cyberattack that had originated in 
China. Later, Adobe and Rackspace con-
firmed that they had also been targeted 
in the attack, which was dubbed Aurora.

More recently, the Shamoon virus at-
tacked computers at the Saudi state oil 
company, Aramco, and at RasGas, the 
Qatari natural gas producer. That dev-
astating virus stole data in order to send 
bogus messages back to the oil companies’ 
command and control centers, wiped out 
data and destroyed the master boot record 
on infected PCs. It finally announced its 
presence by putting up an image on the 
screen of a burning U.S. flag.

the darker Side 
of Cyberspace

While businesses need to be alert to po-
tential breaches of their cyber defences by 
criminals and hackers, those breaches can 
come from the people a business should be 
able to trust: the employees themselves. 
“You can employ risk mitigation technol-
ogy,” says Kevin Bailey, European security 
software research director at consultancy 
IDC, “but you also need policies around the 
people themselves.” He points to innocent 
employees who can be targeted in a “spear-
fishing attack,” which is when criminals 
go after an individual and attempt to gain 
access to a company by gaining their trust.
 
 RiSe oF hAckiviStS  

Cybercriminals also gather informa-
tion from social networks and other public 
resources that allow them to tailor their 
attack to bypass the company’s security, 
warns Kaspersky Lab’s Emm. “People are 
susceptible to social engineering tricks for 
various reasons,” he says. “Sometimes they 
simply don’t realize the danger.”

The old model of strong perimeter 
defences is no longer appropriate, adds 
Holman, as once a person or computer is 
compromised, the attack can be spread 
around a business network.

Businesses are attacked for informa-
tion, whether it’s commercial secrets or 
an attack by activists seeking to embar-
rass an organization. Says Holman: “If I 
want to do a targeted attack, I’ll try and 
get inside the company. Most businesses 
do perimeter security, so once I’m in, 
it’s easy. Businesses are crunchy on the 
outside but squishy on the inside.”

Both Elazari and Holman point to the 
emergence of hacktivists as key players 
on the security scene. The most visible of 
these groups is Anonymous, which has led 
cyber attacks on supporters of U.S. anti- 
piracy legislation, as well as on alleged pedo-
philes and even national governments, in-
cluding hacking into Ugandan government 
websites to protest at that country’s hardline 
stance on homosexuality.

Hacktivists “are a phenomenon that’s 
here to stay,” says F-Secure’s Hypponen. 
“We didn’t see them coming, and they’re 

 
By kate bevaN 

now that two-thirds of adults 
access the Internet via 
mobile phones new forms 
of cybercrime are emerging, 
targeting mobile devices and 
social networks. “Mobile 
devices are one new frontier,” 
says Israeli security specialist 
keren elazari, a scheduled 
speaker at dLd 2013. “only 
one in 20 smartphones has 
any kind of security software 
on it, and yet it has all our 
most personal stuff on it.”

different from cybercriminals who want 
to get rich. They want to prove a point or 
send a message. They are a problem,” he 
adds. “We do worry about them; don’t 
underestimate them.”

Says Holman, who comes from the 
hacking subculture: “What we have seen 
so far is a bunch of kids, but there are a lot 
of them. They suffer from economic disen-
franchisement — they don’t have economic 
opportunities; they’re being marginalized 
and they lash out with the tools they have. 
In the old days they had Molotov cocktails; 
today they mount DDoS [distributed denial 
of service] attacks.”

Elazari points out that these skills can 
be harnessed for good. “Anonymous tries 
to promote the notion of privacy and re-
taining control over your info,” she says. 
“And in South America, hacktivists are 
standing up to the narco-cartels.”

She adds: “Hacking doesn’t have to be 
antisocial behaviour — there’s a hacking 
society right now in California teach-
ing computer science to young women. 

When I speak about hacking, I don’t see it 
as criminal behaviour: I see it as creative, 
innovative and outside the box.”

Hacking is most certainly becoming 
a creative part of 21st-century military 
strategy: a number of out-of-the-box ap-
proaches to hampering the enemy have 
come to light. “Militaries have decreed 
that this is the fifth space for warfare,” 
says Elazari, with cyberspace joining the 
traditional battle arenas of air, land, sea 
and space. Stuxnet, which was identified in 
2010, was the first known piece of malware 
engineered for cyberwarfare and cyberes-
pionage purposes, but it will not be the last.

Israel was thought to be behind the 
Stuxnet worm, which targeted very spe-
cific software in Iranian nuclear facilities 
with the aim of spying on and subverting 
industrial systems.  “Stuxnet demon-
strates that the boundary between the 
purely electronic realm and the physical 
realm is one that a computer virus can 
cross,” says Elazari. “Lines of code can 
find a way into a computer controlling 

something important” — such as the 
drones being used by the U.S. to target 
rebels in Afghanistan.

In the UK, MPs warned at the beginning 
of January that Britain’s armed forces were 
at risk of being “fatally compromised” by 
a sustained cyber attack, urging the UK 
government to put in place “as it has not 
yet done — mechanisms, people, education, 
skills, thinking and policies which take 
into account both the opportunities and 
the vulnerabilities that cyber presents.”

Holman has a succinct explanation 
for why warfare is moving into cyber-
space: “If you were a hostile country, 
any country in the world besides the 
U.S., would you rather control our land 
or our computers?”

Chilling words, which underscore 
the darker side of cyberspace: criminals, 
rogue governments, hackers and terror-
ists don’t need to be physically present to 
do considerable damage.
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hjalmar Winbaldh, ceo and founder of Wrapp

With his 14-month-old social-gifting 
start-up Wrapp, Swedish serial entre-
preneur Hjalmar Winbladh is betting he 
can get consumers who buy online out 
from behind their computers and back 
into stores, without forcing retailers to 
offer steep discounts.

Wrapp taps into the web-to-store 
trend: the blurring of the offline and online 
worlds. Gift cards and loyalty and coupon 
services are expected to be rolled into e-
wallet services in 2013. PayPal, for example, 
has announced it is working with Wrapp 
to try to win new customers in Sweden. 
Throughout December and January PayPal 
is adding SEK 49 to gift cards when users 
top them up through the mobile payments 
service instead of by credit card.

The potential for Wrapp is huge, 
helping the start-up attract a star-
studded board of directors that in-
cludes Niklas Zennström, Skype’s 
co-founder and founder of Atomico; 
Reid Hoffman, LinkedIn’s co-founder 
and a partner at Greylock; and Fabian 
Månsson, former CEO of Swedish 
clothing behemoth H&M.

While e-commerce has allowed many 
bricks and mortar retailers to tap into a 
new sales channel, all that clicking from 
home and work has meant fewer feet in 
the stores, a problem businesses are still 
trying to resolve almost two decades after 
Amazon burst on the scene and pioneered 
e-commerce.

Stockholm-based Wrapp lets people 
use their mobile devices and computers to 
give and receive gift cards through Face-
book. Once a gift card has been given it 
appears on the recipient’s wall and other 
people can contribute. Some gift cards are 
free — making them akin to a coupon to be 
used in the store — and therefore there is 
no immediate gain for the retailer when 
they are redeemed. Yet, the concept ap-
peals to some merchants as a new way to 
reach customers.

“The big thing for retailers is the 
chance to drive sales in the store without 
having to spend on advertising or offer 
50% off,” says Winbladh, co-founder and 
chief executive of Wrapp and a scheduled 
speaker at DLD 2013 in Munich.

The cited 50% discount is a thinly-veiled 
reference to Groupon, which often offers 
half-off deals that attract one-time bargain-
hunting customers who never return. Many 
thought Groupon had found a new way to 
drum up sales but the 75% drop in its share 
price since a late 2011 stock market listing 
has disabused many people of that notion 
and raised questions about the viability of 
the Chicago-based company’s business 
model. Despite its travails, which include 
a push by some investors to oust the CEO, 
Groupon is still worth $3.5 billion.

Wrapp, which has an app for iOS and 
Android, says retailers it partners with 
report that on average sales are four to six 
times the value of the free gift card they 

let Wrapp users give to their Facebook 
friends. “You might give a $10 free gift 
card to your brother and then add $40 
to make it a $50 value,” says Winbladh. 

It is difficult to talk about the global  
e-commerce market without discuss-
ing – or bumping into — a start-up cre-
ated by Germany’s Samwer brothers, 
who have been described as Europe’s 
most active, consistently successful, 
and controversial digital entrepreneurs.

Oliver, Marc and Alexander Samwer 
have launched over 100 internet com-
merce companies around the globe via 
their Berlin-based incubator Rocket In-
ternet.Most are clones of other people’s 
ideas. Rocket has duplicated eBay, Ama-
zon, Groupon, Zynga, Airbnb, Birchbox, 
Fab, Pinterest and Square, to name just 
a few. The strategy is straightforward: 
they take concepts that work elsewhere 
and rapidly replicate the approach for 
new markets with high barriers of entry. 
There are currently more than 50 active 
companies in Rocket’s portfolio.

The Samwers regard execution as an 
art form and excel at it. Zalando, a hybrid 
clone of Zappos and Asos present in 12 
countries, has an estimated valuation of 
€3 billion and is expected to go public 
this year. Glossybox, a clone of New York-
based Birchbox, boasts 200,000 subscrib-
ers across 16 countries, compared with 
Birchbox’s 100,000 subscribers through-
out the U.S. In December Glossybox an-
nounced it had shipped its two millionth 
box and has received $72.4 million in 
overall financing; investors joining Rocket 
Internet in the round include Holtzbrink 
Ventures and Investment AB Kinnevik.

The Samwers have a big competitive 
advantage: they have an estimated billion 

dollars at their disposal to plow into new 
ventures to ensure that the local players 
they launch become the market leaders. 
And they are not afraid to plunk down 
serious cash on prime-time TV advertis-
ing to reinforce online brands.

“Building a company – even if it is not 
a new business model – requires innova-
tion along every step of the value chain 
and hard work,” says Alexander Kudlich, 
Managing Director of Rocket Internet. 
Setting up warehouse and transport lo-
gistics and acquiring customers in mar-
kets like Nigeria or Pakistan is harder 
than coming up with the idea to sell 
fashion online,” according to Kudlich. 
Rocket Internet is aggressively target-
ing emerging markets, but not just the 
ones already on everyone’s radars like 
Russia and Brazil. It is entering Africa, 
southeast Asia and other markets where 
e-commerce is just beginning.

Although Rocket Internet companies 
are often accused of copying everything, 
down to the look and feel of websites, 
Kudlich emphasizes that the incubator’s 
start-ups do have important differentia-
tors. It boils down to the ability to execute 
locally in many different geographies. In 
e-commerce most of the sourcing, most 
of the customer acquisition, and all of 
the operations have to be built up locally. 
Hence, each new start-up is tailored to 
the local market, requiring fully sepa-
rate companies, local teams and a local 
touch. “Our approach is to go market by 
market. In most cases we take a regional 
approach; we only take a global approach 

when it makes sense,” says Kudlich.
Critics fume that the Samwers have 

given Berlin and Europe a reputation as 
a cloning factory.

Like them or hate them, industry ob-
servers say Rocket Internet has allowed 
a whole generation of risk-adverse Eu-
ropeans who were used to six-figure 
salaries to get a taste of what it is like to 
be an entrepreneur. The incubator typi-
cally recruits consultants, offering them 
equivalent salaries and some equity. The 
Samwer brothers are also credited by 
some for having trained an army of young 
Europeans in the art of taking companies 
global. That is a skill that most American 
entrepreneurs don’t have, giving Europe 
a competitive advantage of sorts.

Some of Rocket’s army of managers 
are beginning to leave and seed the next 
generation of European start-ups. Already 
two of Rocket’s former top managers – 
Christian Weiss and Florian Heinemann 
– have launched their own fund, called 
Project A, which invests part of its money 
in European start-ups with original tech-
nology or business models. 

Although Project A has funded some 
clones, it works with independent entre-
preneurs, some of whom have come up 
with their own innovative technologies 
and business models.

Other ex-Rocket people have chosen to 
apply knowledge learned at e-commerce 
ventures to other types of start-ups. For 
example, Leopold von Bismarck was 
hired straight out of university to work 
for Rocket Internet and gained experi-

From web to Store
Sweden’s Wrapp Ties Online Social Gifting to In-Store 
Purchases And Is Aiming To Integrate Into E-Wallets

By eRIC SyLveRS  

Wrapp taps into the web-to-
store trend: the blurring of the 
offline and online worlds. gift 
cards and loyalty and coupon 
services are expected to be 
rolled into e-wallet services 
in 2013. PayPal, for example 
has announced it is working 
with Wrapp to try to win 
new customers in Sweden. 
Throughout december and 
January PayPal is adding Sek 
49 to gift cards when users top 
them up through the mobile 
payments service instead of by 
credit card.

“Then your brother goes into the store to 
redeem his gift card, and most likely buys 
more, bringing the sale to maybe $70-$80.”

Winbladh says the company, which 
gets a commission based on the value of 
the coupon, would already have been 
profitable in December if the decision 
had not been taken to barter revenue that 
partners would have had to pay to Wrapp 
in return for “future considerations.”

Wrapp’s two main markets are Swe-
den, where the service made its global de-
but in November 2011, and the U.S. Some 
70% of users are female. While Wrapp is 
also available in Britain, the Netherlands, 
Norway, Finland, Germany and Australia, 
the company has concentrated its efforts 
on Sweden, which accounts for about 
40% of the 800,000 monthly users on 
Facebook, and the U.S., which accounts 
for most of the rest.

Winbladh says Wrapp will make a con-
certed push into the other markets where 
it is already present as well as in other 
European countries, Canada and Brazil 
by the next holiday season.

“Many global brands are keen to see 
first if this works in the U.S. market, 
which accounts for 30% of the world 
retail market and is one of the most im-
portant gift card markets,” says Winbladh. 
“If we can prove this works in the U.S., 
and we are doing just that, then the doors 
open in the other markets.”

Wrapp raised $5.5 million in 2011 from 
Atomico and Creandum and then in early 
2012 got another $5 million from Greylock 
Partners and Atomico. Winbladh says 
another round of financing, which will 
be used to push growth in new markets, 
is being discussed and that he and his 
investors are in the process of deciding 
whether to open up to a new financial 
investor or to have existing investors fun-
nel in fresh funds.

If imitation is truly the sincerest form 
of flattery than Winbladh has much to be 
flattered about. Just a few months after 
Wrapp started offering its service in Swe-
den, the Samwer brothers’ Rocket Inter-
net incubator (see the story about Rocket 
Internet on page 21) created DropGifts, a 
Wrapp clone that through heavy invest-
ments and an aggressive multinational 
rollout tried to stamp out the original. The 
brothers’ move was unexpected as they 
had until then concentrated on cloning 
successful American online businesses 
such as Groupon.

“Having been cloned put a lot of pres-
sure on us to grow quickly,” says Win-
bladh. “We showed that you can actually 
win even when you’re attacked by a very 
aggressive clone after being on the market 
for only two to three months.”

One year on with DropGifts’ Facebook 
app only garnering 6,000 monthly users 
Wrapp appears to have won that battle, 
for now. But the company’s longer-term 
survival will depend on whether it can 
keep getting its users into its retail part-
ners’ stores and wrap itself into the most 
popular e-wallets.

COMpaNIeS wIth 
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JP Morgan
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Marc, oliver and Alexander Samwer (from left to right); founders of Rocket Internetthe Rocket effect

 By JeNNIFeR L. SCheNkeR

ence working at Zalando, Plinga and 
Glossybox, among others. Now he is 
managing director, marketing and busi-
ness development, at Tado, a maker of a 
home energy management system that 
automatically adjusts to people’s behav-
ior that is currently targeting German-
speaking markets.

Von Bismarck says what he learned at 
Rocket has turned out to be handy in his 
new job. “At Rocket you get to know the 
tools you need to actually build a com-
pany: hiring people, selling, product de-
velopment. On the one hand it teaches 
you the degree of flexibility needed when 
working at a start-up; on the other hand 
you understand the importance of focus-
ing really well on one thing.”

If more entrepreneurs with those kind 
of skills get involved with European start-
ups it could provoke a different kind of 
rocket effect, one that nobody is likely 
to frown upon.
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relevant location-based shopping expe-
riences will become the norm, meaning 
customers will be able to skip waiting in 
line, by ordering remotely and picking 
up their food or favorite drink in-store.

In this new omni-channel world, mer-
chandise and promotions will not only 
be consistent across all retail channels, 
adapting to consumers who want to use 
different channels simultaneously, the 
offers will be personalized according to 
a specific consumer’s purchase patterns, 
social network affinities, website visits, 
loyalty programs, and other mined data.

The fact that two-thirds of adults 
now access the Internet through mobile 
phones — and that the penetration of mo-
bile phones is higher than that of comput-
ers in emerging markets — means that 
markets like the Middle East are likely to 
leapfrog from rudimentary e-commerce 
into the omni-channel world.

“According to Google by 2019 two-
thirds of purchases will be omni-chan-
nel-enabled: one-fifth will be bricks and 
mortar only and around 15% will be on-
line only,” says José Neves, founder and 
CEO of Farfetch, a start-up headquartered 
out of Portugal and England, which pro-
vides an online mall for fashion boutiques 
around the world to sell their wares. 

 building e-commeRce giAntS 

Creating an omni-channel shopping 
experience for consumers presents op-
portunities for established companies 
like PayPal and Google as well as start-
ups. Sweden’s Wrapp, for example, is 
already trialing a service that combines 
its social online gift cards with PayPal’s 
mobile wallet and it is interested in strik-
ing similar deals with other players. And 
Farfetch wants to become a pioneer in 
creating an omni-channel high-end fash-
ion experience, says Neves, a scheduled 
speaker at DLD 2013. (See the related 
story on page 4.)

But when it comes to global e-com-
merce — whether it is selling physical 
goods or providing new types of mobile 
payments — it is all about execution, ad-
aptation to local markets and who has 
the deepest pockets — not about who has 
first-mover advantage.

Five years ago every VC in the Valley 
told start-ups to first focus on the U.S. 
— you can always move into Europe or 
Brazil later, recalls Hussein Kanji, a part-
ner at London-based Hoxton Ventures. 
But that advice changed after European 
start-ups started systematically cloning 
U.S. start-ups in foreign markets. Take 
Glossybox: a clone of New York-based 
Birchbox, Berlin-based Glossybox boasts 
200,000 subscribers across 16 countries, 
compared with Birchbox’s 100,000 sub-
scribers throughout the U.S. In Decem-
ber Glossybox announced it had shipped 
its two millionth box and has received 
$72.4 million in overall financing; inves-
tors include Rocket Internet, Holtzbrink 
Ventures, and Investment AB Kinnevik.

After watching what happened to 
Birchbox and others Fab moved early to 
buy the teams of young, global competi-
tors, snapping up Germany’s Casacanda 
and the U.K.’s Llustre in 2012. And, it is 
now leveraging London-based Atomico’s 
funding, international contacts and expe-
rience to further its global expansion, says 
Fab co-founder and CEO Jason Goldberg, 
a scheduled speaker at DLD 2013.

That said, to date, few e-commerce 
companies have managed to become truly 
global. To build successful global compa-
nies great execution is more important 
than innovation, says Marco Rodyznek, 
a partner at corporate finance boutique 
Noah Advisors.

So is large amounts of money. E-com-
merce start-ups are capital intensive. 
“You can easily burn $100 million in the 
process of scaling a global ecommerce 
business,” says Michiel Kotting, a prin-
cipal at Accel Partners. Amazon had to 
raise over a billion dollars through bonds 
in order to raise enough money to fund 
its international and category expansion.

The key to the success of Rocket In-
ternet, a Berlin-based incubator which 
scouts for successful business models 
and then clones them in new markets, has 
been good execution and deep pockets 
coupled with a very focused local ap-
proach. Rocket is currently operating 
over 50 such companies in Europe, Asia 
and South America (see the related story 
about Rocket Internet on page 21).

The success of Zalando, a global hybrid 
Zappos and Asos clone that is considered 
one of Rocket’s flagship companies, can be 
partly attributed to heavy TV advertising. 
Zalando, which is expected to go public 
in 2013, built its brand in its home market 
through a deal with Germany’s ProSieben-
Sat.1, a mass media company that oper-
ates commercial television and premium 
online platforms and generates some €1.5 
billion in TV ad revenues per year.

In a maturing TV ad market, ProSie-
benSat.1 was actively searching for new 
growth segments to leverage its excess 
ad inventory and decided to take an in-
novative approach by selling prime time 
ad spots to start-ups at a discounted rate 
plus revenue share and equity stakes, 
says Christian Wegner, a member of 
ProSiebenSat.1’s executive board and 
a scheduled speaker at DLD 2013. Za-
lando is among six start-ups that took 
the media company up on its offer. The 
German TV giant launched a contest at 
the November NOAH tech conference 
in London, giving away millions of euros 
worth of ad spots to other start-ups, and 
it now operates a division called Seven 
Ventures that takes majority stakes in 
start-ups targeting the German mar-
ket and tries to help make them market 
leaders through TV advertising.

Germany is a hub of sorts for new Eu-
ropean e-commerce ventures, as teams 
there start out with as many as 25 different 
nationalities, and are global in focus from 
the start. “There is a lot of global cross 

fertilization going on – looking at best 
practice everywhere and combining one 
business model with another,” says Chris-
tophe Maire, a Berlin-based business angel 
who invests in e-commerce companies 
like MONOQI, an online design shop that 
sells curated high-end products.

He and other investors in Europe say 
it is wrong to paint the Continent as the 
land of copycats. Innovative European 
companies like Asos and Net-a-Porter 
helped pioneer fashion e-commerce and 
became global champions. France’s vente-
privee.com, which now generates $1.5 
billion in revenues, gave birth to the flash 
sales model which has since been copied 
around the globe. And the Samwer broth-
ers have trained an army of young man-
agers in the art of execution and taking 
companies global. As these managers leave 
Rocket they will seed the next genera-
tion. Already two of Rocket’s former top 
managers – Christian Weiss and Florian 
Heinemann – have launched their own 
fund, called Project A, which invests part 
of its money in European start-ups with 
original technology or business models.

Look for plenty more innovative e-
commerce companies to come out of Eu-
rope, in areas such as fashion and travel, 
says Frédéric Court, a general partner at 
Advent Venture Partners.

Winning big in omni-channel e-com-
merce will ultimately depend on access 
to consumer data and insights about cus-
tomers – who they are, what they like, 
and where they are at a given moment. 
“The innovation we are seeing from in-
cumbents is very exciting,” says Accel’s 
de Rycker, who adds that the creation of 
new services by established players such 
as PayPal could lead to joint ventures with 
start-ups or acquisitions. But “what is the 
winning hand and how it will all play out is 
something we still don’t know,” she says.

continued FRoM coveR

In this new omni-channel world, 
merchandise and promotions 
will not only be consistent 
across all retail channels, 
adapting to consumers who 
want to use different channels 
simultaneously, the offers will 
be personalized according to a 
specific consumer’s purchase 
patterns, social network 
affinities, website visits, loyalty 
programs, and other mined data.
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fab, one of the few start-ups with the ambition and backing to build a global e-commerce company, is 
building up its presence in europe and is expected to eventually launch its own bricks and mortar stores
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