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l. Preamble

Prime Minister, Ministers, Members of the Europg&aommission, Members of the Parliament,
colleagues from the industry and media, ladies gamtlemen, good afternoon. A long list. | am
delighted to be with you all for the third annuahdvation Day in Brussels. | am very glad to focus
on one topic, which | believe is of high interestr fEurope and for Microsoft: innovation.
Innovation is a growth gene for the economy, coitipehess and sustainable development.

. Creating Partnerships Across Europe

As a company, we are investing heavily in reseanl development in Europe, more than
$0.5 billion per year if we include all of our reseh labs, the 15 development innovation centres
across Europe that we have created in the nortlih seast and west parts of Europe over the last
10-15 years.

| hope you will get a sense of the partnership aaxetbeen creating across Europe. This is not just
about the investment, the money, the finance we Ipa on the table. It is about the co-existence
of academia, of small businesses and companidBngumore innovation on top of the software.

Today, you all have a good opportunity to see ithaiction, the reality. It is more than wordsisit
going upstairs and touching the imagination tabM/e explained that to the Prime Minister,
moving pictures around, for example, checking crsoenes with software, or innovating for retail,
manufacturing, and government. All of that is paEfrthe experience you can have, and | hope you
really enjoy it.

lll.  The Transformative Power of Computing

A very tangible way of talking about innovation @stment is really the fact that it stems from three
things. The first is the deep belief we have ia ttansformative power of computing for business
and for society. The second strong point is a dempmitment in pushing state of the art
technology, in particular at the intersection aéace and software; life science is an examplee Th
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third point is that this commitment is all aboupti®ing technology through, again, a vast network
of partnerships, in particular with small and mexlisize businesses that are developing innovation
on top of that.

| would just like to take a couple of minutes tdleet and show a very concrete example on the
third point, the partnership network. | would liketalk about the small and medium businesses.
There are more than 20 million small and mediumnasses across Europe. They are the core of
economic growth and job creation in Europe, havenber many years and will be for the years
ahead.

V. |IP Venture

When we think about that as a company, we thinkuation different ways. First, how can enable
the economic development and growth of innovatiweganies using intellectual property? To do
that, we have been creating a mechanism calledeli®We, which is a way for us to engage with
VCs, the financial institutions, start-up companiestrepreneurs and businesses and actually
transfer some of the inventions patents we hawateden our labs in Europe to those companies.

We launched this initiative 15 months ago. Toda&yhave done 10 transactions, including six in
Europe. One of them resulted in equity in soméhoke companies, but that is not the end goal.
The goal is to enable more innovation and acceteran the growth of those start-up companies in
Europe.

When we do that we often partner government agenared | must say that we have had some very
good partnerships over the last 12 months — bedaisses still a very new programme — in Ireland,
in Denmark, in Finland, and we certainly see argfroommitment from those countries, Finland in
particular, to sit down at the table and get cotewto the most innovative start-up and software
companies in the country. That has created af lotomnentum.

V.  More Entrepreneurship

Let me talk briefly about two other initiatives tegming in Europe at the country level. In
Germany, there is a nationwide initiative pushiogrore entrepreneurship. It is a big initiative,
which we call a founder initiative, and Microsadtpart of that. It means that at the state lahel,
lender level, today 11 out of the 16 lenders, amy goon the rest, we have a very strong coupling
of our technology innovation standards, sales aratketing efforts, and mentoring of new
businesses and new managers creating those commpanié we already have a few thousand
companies that have benefited from this partnership

VI.  The ID Programme

Moving to the west of France, there is an initiatoreated with 20 VCs, the 20 top European VCs,
showing and selecting the 25 top start-up compani€sance. Adding us to the table as well, we
can expose them to our product development andnaséabs and help them sell and market their
products globally. We can help them scale up map&ly. This is the ID Programme. The good
thing is after less than a year, all those commaheve already passed the first €1 million bar,
which is a critical hurdle for a small start-uph€ely are going much farther.
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We have seen three of those companies getting destage funding from VCs. Between
€5 million and €20 million is a lot of money forstéart-up company. This has been made possible
because of the stimulation and fertilisation betwgbal companies like us, who have a global
presence and local start-ups with great technolofyose are three very specific examples of the
way this technology can work.

VII. Business Development: Win-Win

Clearly, when we think about that, we think abomtarete success stories and today you can see a
number of companies that have done a great joblezfrlg developing their business. As a
company, we have basically been drawing partné@§% of our sales revenue comes through
partners. In Europe, we are working day afterwlély more than 150,000 small and mid-sized ICT
companies. They represent more than 3 million.jolsat is a real part of the economy, and this is
why we are believers in enabling the developmeisuch companies. It is a win-win situation.

It is my pleasure to present someone who embodiesobthese companies. This is the CEO of
Robosoft, Vincent Dupourqué. He will share hisianisof partnership and innovation between
companies like Microsoft, development and suppant the way it creates innovation in robotics,
which is an important development to have in maeas of the business and society.

Partnership and Innovation

Vincent Dupourqué
CEO, Robosoft

l. Preamble

When | was invited to speak at this innovation daypondered what | could talk about. Did | have

something to contribute on innovation, to sucheagaudience? After starting to think, | realised
that since its creation in 1985, Robosoft is inespptual innovation process, trying not only to

transform robotic concepts into useful objects donsumers, but also to create profitable market
opportunities.

.  Simple Ideas for Complex Problems

We are now very close to this objective and thithéinnovation story | propose to share with you
today. When we started the company in the mid tisghmanufacturing robots already existed.
Our first idea was to consider that the serviceosasould also have automated and manufactured
these in the Sixties but we very quickly had to adhat only a few service robots existed and they
were only mock-ups and prototypes. Without rolotsun our software, we had to start making
our own robots, at least to demonstrate all thajrabilities and potential. This is the first lasso
learned concerning innovation: a simple idea, sonest called a vision, may hide very complex
problems.
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lll.  Translating Need to Market Opportunity

We had to face another issue in the early Ninetiés. Europe innovation and robots were

considered as responsible for unemployment and oty social issues. We were job killers and,
without any political support, roboticians had imit their ambition to research and one-off

solutions in sectors where robots were fully justifby performing tasks and services for people.
Thus, in the Nineties we developed several hungesygl specific advanced robotics solutions in
various different spheres, such as cleaning, ggcarimilitary applications. Each of them very

nicely fitted a real need.

Then we learned the second lesson for innovatiesian must be translated into a need but a need
does not necessarily mean a straightforward magaortunity.

V.  Supporting the Vision Over Time

In developing this very specific robotic solutiome discovered that software for robots was very
different from software for computers. To cut adostory short, there are two major differences:
time management and the robustness of softwaragiia when your computer crashes, you have a
blue screen and you can drink a cup of coffee. Mthe software of a robot crashes, it may stop —
this is the best case — or it may go crazy andvhlts and injure people. This is the second big
difference, especially how far these two simplesiderations can make things difficult. We had to
abandon our notion that the robot was simply a aderpwith wheels and motors. Developing
robots for software led us to something else, a typ& of autonomous and mobile object, which |
call a “robuter.” This was my first lesson in irvadion: you may need to work to make the vision
clear and to support it over time.

So, fifteen years later, what is a “robuter”? Typtfze robuter aims to become the computer service
robotics, but what type of robot? | am not talkedgout science fiction robots or naughty robots

killing people, or androids, robots which look likeman beings, or even a robotic pet to replace
your dog. These types of robots were never paduofvision, even less so today. Robuters are
here to help us and not to replace us. We havayalwursued application in markets where

robuters could offer a real service to people:dpanmt, cleaning, security and entertainment.

V. Patience and Flexibility

This was my fourth lesson in innovation: a visioaynbe really long-term but we need to be patient
and flexible to create and realise market oppotiesli However, today | think we are very close to

accomplishing our initial vision. Most of the tewtal and cultural barriers are behind us. The
robuter can fill a role. Let me give you a few exdes. The first one is the ageing population.

There are two main obvious consequences: fewerev®r&nd more retired persons. An ageing
population requires more services like securitganing or short-distance transport, and a robuter
may help elderly people who want to stay at homdoag as possible to move around and to

communicate with their relatives.

| have not even begun, nor do | have time to addhesv robuters could help poor countries to
develop and keep up with industrial countries. Wdee such a demonstration on our booth.

But today, ladies and gentlemen, | would like tmdsea message to you. | think European
organisations have specific experience, know-hosvraarket advantages in robotising services for,
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as | said, transport, health, logistics and soleinalone education and entertainment, which are
regionally specific. Robuters will penetrate angport all these services.

VI.  Sharing and Endorsing the Vision

Over time, | have learned a fifth and last lessomnovation: a vision must be shared and endorsed
by others. We at Robosoft are committed to makoiuters improve services to consumers and
change everyday life in the world. We expect thsson will definitely become a reality within five
years. That is why | have entitled my speech 20The Robuter Odyssey. This is a challenge we
now share with Microsoft through the Robotics Studievelopment, supported by the IDEES
programme in France.

Thank you for your attention.

Finland and Innovation

Matti Vanhanen

Prime Minister, Finland

l. Preamble

Thank you. Ladies and gentlemen, it is really @agpleasure to speak at this Innovation Day. |
feel privileged to be here with you. Innovationaiscrucial topic today. However, | feel that |
should be the one listening to you rather thanligtening to me.

. Finnish Premium on Innovation

| understand that Innovation Day has become anareuent. In Finland since 2003 we have had
an annual Information Security Day, which bringgdther business regulators, civil society and
government to focus on improving data security.isTi® about promoting secure internet use by
emphasizing user responsibility and taking adeqsafeguards. The internet is an important
everyday tool for all of us and we want to keepafe. The inspiration for this event came from
Microsoft in Finland and | am grateful for it, whiés why | am telling you about our day.

Finland currently holds the presidency of the EespUnion. Innovation is a major priority for
our presidency. Europe needs innovation to staypetitive and | think we need to take a hard
look at the European innovation policy. We needdanore and get better results.

Finland takes innovation very seriously. As PriMmister, | chair the Science & Technology
Council, which brings together government, busin@sd academia. Its main task is to review
Finnish science and technology policy and | thirk menefit from having a direct business input
into this policy discussion. As Prime Ministeralso personally lead the Finnish Government’s
information society programme, which promotes tke of IT in developing Finnish society and
government.
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lll.  European Research and Development

Innovation is high on our political agenda, bothh Fonland and for the EU. My close personal
involvement as Prime Minister sends a strong sighat innovation and development of the
information society are important priorities foretlgovernment and for the state. Ladies and
gentlemen, innovation is really the key to Europeampetitiveness. European prosperity has
always relied on innovation and in the past Europé a reputation for being at the cutting edge of
technological development. However, we need togeise that others have overtaken us, first, the
United States and, more recently, Asia. Europesiée take innovation policy seriously if we are
to prosper in the future. | recently saw a glahaivey on R & D spending by companies. Of the
top 10 companies in terms of R & D, only three wigoen Europe. | believe that Microsoft was
number five on that list. Among the top 50, ondompanies come from the EU. These are not
good results for a region that is supposed to bedbw most competitive in the world by 2010.

IV. Research and Development in Finland

At the same time, it is encouraging for a Finnisimié Minister to see that even with a population
of only 5 million, Finland features in the top 16untries in terms of R&D. However, | think this
has more to do with under-investment by other aoemiend companies than Finnish excellence.

V. Innovation in Europe

Europe is not poor in terms of innovation, but vexéna real paradox. We invest substantially in
education, and R&D spending is increasing, butsfune reason the investment does not translate
into successful companies, new products and goockst This is the problem that European
innovation policy must address.

| strongly believe that Europe needs an innovapolicy that is more company-driven, while

government should focus on removing barriers towation. Creating the right market conditions
is the key to improving the continent’s innovatjpotential. If market conditions are not conducive
to success, there is no sense in increasing sgeodimnovation.

Europe needs to take a critical look at these ntarbeditions, and this includes issues that have
nothing to do with science and technology. Exaspiesuch issues include taxation, bankruptcy
legislation and risk capital.

We also need to remember that Europe’s greatestriyimy competitive strength is its single
market and the competitiveness it entails. Withibet common European market, our companies
would be lame ducks in a globalising world. Thedpean Union needs to take the single market
further, especially in relation to services.

VI. The Lahti Summit

This October we had a summit meeting for EU leadetsahti. We held a good discussion about
innovation. Innovation policy is an ongoing pragesd it needs a wide scope to succeed. At
Lahti, we touched on several key issues, includintgllectual property rights, standards,
technology platforms and the European Institut€axthnology.
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Most importantly, Europe needs a more efficient &wdope-wide policy on intellectual property
rights. The European system of patents must beemaate cost-effective and reliable, without
compromising quality. We were not able to agree @an-Community patent system, but we may
proceed with the London Protocol, which could sifgghe patents procedure

Additionally, we need to improve the litigation sy through developing the European Patent
Litigation Agreement.

We should also consider the way in which we sebpean standards. Our process is too slow,
which means that others usually set the standaktisbile telephony is the one European success
story, where the Global System for Mobile Commuticces (GSM) standard has become a
successful global standard and a leader in itd.fielowever, there are few others.

VIl.  Working Together

R&D in Europe is too fragmented. By pooling ouioets, technology platforms provide a new way
to achieve critical mass. Many European compahn&é® chosen to cooperate in different areas,
from nanotechnology to embedded systems. At Eldl)eliese platforms can be transformed into
Joint Technology Initiatives, eligible for fundinjom the Seventh Framework Programme on
research. | am very pleased ARTEMIS, a platformcivhiocuses on embedded systems, has
received a strong endorsement from the Commissiuh will go ahead as the first Joint
Technology Initiative.

VIIl. Understanding Technology Platforms

Technology platforms may sound very boring and nezi, but | know that today’s audience can
see beyond that. They are a practical new wagnpfaving our research performance and driving
the whole process more from the private sectorclwihias been one great weakness in European
innovation policy until now.

With technology platforms it is companies, not ksgrvants or committees, that identify promising
areas. Naturally, companies need to bring them avaney to the table, but it will be matched by
public money from EU and national sources. Teobgwlplatforms represent Public-Private
Partnerships at their best.

IX.  An Innovation-Friendly Europe

| can sum up the challenges facing Europe in texfrisnovation policy by saying that we need to
make Europe more innovation-friendly. We shouldaemage the private sector to innovate by
making structural reforms. As | said at the bemigninnovation is high on the agenda of the
Finnish government. Innovation and R&D in Euroged to be more business-driven, and geared
more towards the private sector.
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X. The Role of Government

Europe has a history of heavy government, and vee te identify a useful, value-added role for
government to play. | am not proposing a comprsiverlist of what governments should be doing
on innovation, or what the big challenges are. EMav, | will make a few remarks, based on my
own experience of government.

Regulation is the core business of governmenuekssuch as competition rules are very important,
but | believe that this is an issue that Microdafows well. Demanding regulation can also spur
companies into becoming more efficient. We havetnegsed that in the Finnish
telecommunications sector.

Education is very important. A high standard oiversal education is crucial for innovation in an
age when everyone needs IT skills for their jobethiar they are farmers or professors.

An aging population is one of Europe’s real chajlenn We need to be able to do more with fewer
people, and this is where Information Technology emmovation can really help. Innovation is not
only about new and better and machines and produ&salso about changes in how we do things.

Government can also promote the use of IT and e€rdamand for innovation through its own
activities, such as in public procurement.

The public sector still needs to be active in fitiag research and development, especially basic
research. This is the foundation upon which bissies can build their innovation work. The EU
has set a target for every country to devote at 8% of their GDP to research and development.

If we were to reach this target, we would see amei@se of about €100 billion per year. | am
convinced that this would generate huge amountsmavation, and also research tops[?08.43] in
Europe. Spending on R&D is really an investmerdunfuture.

XI.  Outside Europe

During the Finnish EU Presidency | have placed eagemphasis on developing cooperation
between the EU and rapidly developing Asian ecorsmi

However, we also need to make a sustained effortotobat poverty in the world at large.

Sustainable development can be advanced by dewmglanple and robust technologies that can
easily be deployed and used in the Asian and Afrimauntryside. With new technology we can
improve the life of the poor, and give them a thance to improve their livelihoods. This is the
real challenge. Thank you very much.
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The Power Of Innovation

Bill Gates

Chairman, Microsoft

l. Preamble

Good afternoon. It is exciting for me to have arate to speak as part of Innovation Day, because
there is nothing more fun about my job and aboutdpart of the IT industry than the rapid pace
of innovation. In fact, it was just over 30 yeago, when Paul Allen and | saw the innovation of
the microprocessor, that we realised that computiagld change forever, and that a key element
would be building a software platform and develgpasoftware industry around that platform to
take advantage of the computing power.

[l. The Pace of Innovation

Year by year, the emergence of that appeared irfotine of the personal computer, and now the
personal computer is connected to the internet,ofimer devices, like the phone device coming in,
and it really has fulfilled our dreams and our atmbis for what software could do. We are really
just at the beginning, and | think if there is angssage out of Innovation Day, it is that the pEce
innovation over these next 10 years will be muditdiathan what we have seen in the past. And,
many of these innovations are not just a mattedegfree, such as a slightly faster processor, a
slightly larger disc, but they are very qualitatimenature. The relationship we have to computing
changes very dramatically when we move away fronbasic keyboard and a mouse-type
interaction, to having, as we walk around, the qaithe ability to make gestures, the ability te us
a pen and have our ink recognise the ability tofese make computing pervasive, and there are so
many applications, whether it is a business megtintlaborating in the distance, interacting with
the device that has got rich information on it, amdracting with your TV set. These have opened
up in a very new and different way when those biteakighs take place.

[1l.  Continued Evolution

The miracle of the microprocessor, delivering twase many transistors every two years, is not
receding. Likewise the doubling in disc capacibgt now enables us to carry around our music
and movies with us, is continuing at the unbeliéegdace. Optic fibre speeds allow us to deliver
high definition TV to every person in the house;spealised so that the advertising and the content
is targeted. All of those things are coming alaaxgn the high definition flat screens that allasv u
to present the information in a richer way, andgtephics processors that are bringing in a lefel o
realism to both simulating reality and towards tirgavirtual realities. Those we can assume they
will be in place, and so for a software company, simaply build on that and the rich software
platform.

IV. The Importance of Universities

Innovation comes in many different forms. Someetypf innovation take decades of work, for
example the software that recognises speech, and tlwat in very high quality. Some does not
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take much time, and the idea of an entreprenderally within a year, can go from starting the
company to having a product in the marketplace.e @ing | think you will see is that you are
touring the demos and hopefully it came througlyda in a strong way is that the structured
innovation in terms of the different entities inved. We believe, very strongly, that universities
have a key role to play. In fact if we look at wimg United States has been able to contribute in
information technology and biology, in a very sgofashion, is the strength of the universities,
which have been the key to that. In fact, if yoerelook at where in the United States have these
companies and new companies been formed, it inew#ssarily where the population is; it is much
more correlated with those top universities. Iotfavhen | gave the go-ahead for Microsoft
Research, which is 15 years ago now, my greatesteco was whether that would enhance our
relationship with the universities as opposed todpea block for our researcher, who would want to
say that his approach was better and not necgsgadbllaborate with the universities.

V. Great Advances

Fortunately, that has come out very well. It heanthtically improved the relationships we have
had, including with our funded graduate studemsl, e have really taken that on a global basis,
and in particular there are some top universitere ln Europe, many dozens of them, that we have
active exciting projects with, including severaltbé ones that you saw here today. Likewise, the
ability to work with start-up companies, and liceribeir technologies, and make sure they have got
the latest tools and some help in terms of exposiag products out in the marketplace, we think
that is a very fundamental role that we need tg,@ad again many of the examples that you saw
here drew on exactly that approach and we areeskeibout it. This is our third innovation day. It
has grown every year, and | think the interestninovation here and getting the policies right
around is really fantastic. The Lisbon agenda waxry ambitious, with the goal of getting R&D
to 3%, looking at how the top universities can tfet right R&D funding, and the increase in
funding for a broad set of research activities,ane very excited to see that. We think that this i
pushing things in the right direction, so that Fagaan get is share of these great advances and
participate in a very, very strong way.

VI.  The Importance of Asia

When we think about Asia coming into the mix, ovieelmingly that is a good thing. It means that
there are more smart people every day thinking &albow to make reliable products, better
medicine, taking this dream of the bytes in yourka that will be your wallet and your camera and
your mapping device and your schedule, and leftmgcommunicate in new ways. People all over
the globe are going to contribute to that idea #redbig companies doing research work are now
finding themselves with research labs all overdlube because in this competitive environment,
we all want to draw on the great minds everywharéhe world. Microsoft has four major R&D
centres, major research centres. One is in Eufib@&lly on the Cambridge campus — you do not
have to go outside to go between the computer seibuilding and the Microsoft building, which
is physical evidence of the close collaboratiorth@lgh we are also working with other
universities. We have our research centre in thgged States, which is the one that we started
15 years ago, and then we have one in China, andhone recently that we started in India.

So, basically, wherever there is one billion peppke are putting in a research centre. When

people ask me, ‘When are you going to put the nagtinto my country?’ | say, ‘When you have a
billion people, give me a call.” Obviously | amidg that a little bit because we cannot put one in
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very country, and we probably will do some addiéibones, but | think what we have got today has
worked very well for us.

VIl. R & D Evangelism

We try and be an example, a real evangelist forpamies in industry and research. We think that
that has been our very best investment. The reasdmave got a strong future is because we did
that research, but not just our isolated resedrahwe created this eco-system of research. That
includes a group we have in Germany that is cdi®dC that has participated in a number of the
European-wide research projects, which has work&tdvery well for us, and in fact we are
extending our activities significantly in line withe research investment that the community has
chosen to make, and many of those innovations tgo\iicrosoft products. Actually many of them
are being licensed as start-ups, because thegeas that are more appropriate for somebody who
is looking at the market size of 50 million or 1®@lion rather than our company which is more
attuned to markets that are, say, 500 million tlaillion in size. So, we have big companies
licensing intellectual property from small companiand vice versa.

VIIl. The Future

| was really pleased to hear the remarks beforee mipout the commitment to innovation, and
looking at some of the issues about making suretkligasystems are strong, making sure that the
ecosystem works very well together. That is anoteal of this event, to get quality makers
talking about the success stories, thinking about that can be done in the right way, because it is
not a simple topic. However, | do think, of aletthings that will determine how well Europe gets
its share, or even more, of the improvement indgbenomy and creating the great jobs around
innovation, that these topics, particularly thoskted to education and intellectual property, will
make a very big difference there. So, it is antegtime to be working in these fields. Some of
these things will create challenges for governmen®f course, not only do good people use
technology, bad people use it as well, and so thasegot to be a lot of dialogue about what comes
out of that, but | would say overall, whether itaignalaria vaccine that will be transformative for
Africa, or getting computing so that every yound kround the world can go in and use that and
pursue their curiosity, overwhelmingly, what conmg of this is that it is very exciting and
thrilling to be a part of it. Thank you.

Questions and Answers

Chair

Bill, you travel the world, looking at research ashelvelopment and innovation in different places.
What would you say, in that context, are Europ&argths, that we can really build on here?

Bill Gates

No one is going to be isolated in this global comitw) so it is not like any one country is going to
go off completely on its own. The big companies @r many locations. Even universities now
have these cross-border collaborations that aregailace. Clearly, there are areas like clean
energy, mobile computing, embedded systems, lamgt@i@mslation, and you can pick about a
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dozen topics where Europe today has either a maldetand for the product that really spurs
investment, or they have got intellectual capattigt is ahead of the other countries. So, | do not
think it will be black and white. If we take a fopike security, we need contributions from alleov
the world, and in fact our UK lab is doing someweey, great things there. But, | do think you can
pick some focuses, even regionally within Europea gan pick some of these focuses, and that
helps. When you want to build the world’s presitation, focus is helpful.

Chair

Matti, you have talked also about this, and the otateport talked about the importance of market
to innovation, which has been an underplayed bihefstory in Europe, in some ways. How does
this notion of lead markets actually play out, @@ yhink? How do we really generate markets for
innovation?

Matti Vanhanen, Prime Minister, Finland

| am underlining the importance of markets, becausatill have our common market borders, and
especially in some areas. We have to get fronmtiaket to the demand for European innovations,
and that is why we have to underline the importaofca well-functioning common market. | am
also speaking about this because it is at the lodaiie European Union’s competence. It is a
guestion of whether we can act at a union levehbse in the many other areas of competitiveness,
the responsibilities lie at the national level. aTs why the markets are so important. | listened
very carefully to each speech, and | have found ttere are some key words for the European
Union, especially R&D funding, top universities, darespecially the cooperation between
companies and universities.

Chair

| was interested in what you were saying aboutrhisative of openness and collaboration coming
forward, but IT is also critical to your story afriovation. What is the role of IT in promoting ttha
kind of collaboration between small and large conigs, or with universities? How do you foster
that, and yet also hold onto the value of your wration?

Bill Gates

It is very clear that incentive systems are thaghithat affect behaviour more than anything else,
and a grand experiment was run by having communc#ntive systems and less communist
incentive systems than we thought, and what theooow¢ was. The incentive systems are around
things like copyright and patents, and that hambameng with universities, the thing that has
allowed the US to really be very strong. The ittest when you invent a new drug you should have
a patent right for that. If you invent a new amio in software you should have a patent right in
that. This causes venture capital to come incalises success stories, and Europe has that. We
discussed this, and | agreed with everything yad, $hat it is a little cumbersome in the way that
works today, the cost and the fragmentation, $onktthere are some improvements to be made.
Obviously, for a small company, what they can dgoaent their ideas, and then when they
approach a large company they are protected. Taeryshare those ideas, expose those ideas to
everyone, and yet know that they have their ineenind some benefit will come to them from
having done that work. If you do not have thagnthheir incentive is to try and keep it secret in
ways that do not provide the biggest benefit tosihaety at large.

9 November 2006 12



Innovation Day Microsoft

Chair

| just want to ask you one more question alongdHo®es. | am also very stuck by your account
about China, and seeing China as a huge contriboitavorld global intellectual resources. There
are some very big IT issues in China as well, artngre? Are the Chinese really willing to pay for
the technology that is being developed here, rgghgrstakingly over many years?

Bill Gates

Absolutely. That is one of the amazing things thaink has been missed, that China has made so
much progress. They are not totally there yet, thubugh their patent systems, and enforcing
copyright, they know they will be a net beneficiabgcause they are an inventive economy. They
do not see themselves as just a factory that doaeskkoffs, or something like that. They have got
universities like Xinghua that are amongst the leghe world, and so it is almost ironic how
much they are improving and embracing these ineesiti In a certain weird sense, they are actually
a little more capitalistic than some other coustrie

Chair

A little bit more capitalistic?

Bill Gates

Well, you have to separate various aspects of bemiause of course, in some respects, that is not
the case, but they are driving forward and theyeHaeal companies, and they know, for foreign
companies to increase their activities there, tlasevery key issues. In the last two years, they
have made great progress, and whenever | go ant witheChinese government officials, their
interest is in, for example, how professors can aygiiece of the patent rights, and how the
university commercial boundary works. It is indldd. They are asking the right questions.

Chair

They are very, very serious people. Matti, howsdBarope create a really entrepreneurial culture?
We have got lots of knowledge. We have got, paa#nta very large market. Why haven't we got
more high-growth entrepreneurs?

Matti Vanhanen

We have good examples. There are several Europ@apanies that are good examples, and |
hope that there will be others that can follow themdo not underestimate Europe too much. We
can be there. With innovation policy, what we @m at European level, the main things are
common standards. There, we should be more actiMeen, of course, there are intellectual

property rights. It is an important question. fhee still have to force our member states
companies to invest more in R&D, and then find loadv we can also get small and medium-sized
companies into the networks where they can findogean talent from corporations and

universities.

9 November 2006 13



Innovation Day Microsoft

Chair

Bill, final question, and this is the question whicimagine that everyone here is dying to ask. As
chairman of Microsoft, do you get to play with tidat stuff out there at home?

Bill Gates

Well, my meetings with my research group are th&t ppart of my job, because they are always
bringing me new ideas and breakthrough things. hatee done quite a good job of getting those
into products. We try and do that with as muchengy as we can. The reason that Microsoft got
involved in personal computers was because my goefer Paul Allen and | wanted one for
ourselves, and so | sit and talk about the Xbox 86@he Zune, or the new version of Office, and it
is nice that | can sit there and say, ‘Hey, whauldd like?’ It is nice that | can sit and say wiha
would like to people with common interests. | Igdaying with this and the main thing | say is
how quickly can we get it to market.

Bulgaria and Information Technoloqy

Nikolay Vassilev
Minister for Public Administration, Bulgaria

l. Preamble

| would like to say a few words about our countsyaagood destination for IT, innovation, research
and development. | would also like to say a fewdsoabout our development of e-government.
Bulgaria is a relatively small country in southelastope and we are happy to become a member of
the EU on 1 January, together with our neighboomBnia.

. Bulgaria — Now and in the Past

You might know that in the past we were quite gootll. In the old days in the Eastern European

Bloc, we specialised in the production of computerd software. Even today we are number three
in Europe and number eight in the world in termdh&f number of IT specialists per capita, just

behind the UK.

We also have over 150 Cisco and Microsoft academiéise country. Annually, our universities
produce over 5,000 computer science students & gngineering science majors. Our kids also
seem to be quite talented. It is a tradition i gountry that our teenagers win a lot of
mathematics, physics and informatics competition&urope and in the world. In terms of IT
R&D capacity, we have over 1,000 small and mediizedsIT companies in the country. We have
long traditions and also over 80% of our softwaqeaets are related to the EU and the US.
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lll.  Foreign Investment

Our government made significant efforts to attadtt of industry and foreign direct investment,
including in the high tech and IT area. In the fase years, we significantly decreased all of the
direct taxes in the country. To give you an exaniplprove we are the lowest direct taxes country
in Europe, from 1 January, businesses will be gagimly 10% corporate tax. The personal income
tax rates are of course progressive, starting f@8mfor the poorest and ending at 24% for the
richest people in the country. We also have zaxmh interest income and zero capital gains tax.

| am telling you this because | think taxation reedtto IT people and we have many Bulgarians
who work with the leading multinationals in the Whrand we would like to have some of them
back.

IV. Technology Penetration

In terms of the penetration of internet in the doynn the past we were not very advanced to put i
mildly. Today we are just two years behind the odsEurope. We expect that next year we will
have 45% internet penetration, equal to the CzeepuBlic and higher than Greece. With
broadband the situation is similar. We have haohgt development lately. This year it is 9.3%,
similar to where Europe was just one year ago.

We have had an intensive computerisation programvee the last two years. Two years ago, in
my previous capacity as the Minister of Transpod £&ommunications, participating in a similar

conference organised by the European Commissiorsaweall the European rankings and realised
that in terms of the education computerisationgBria was at the bottom of all tables in Europe.

Within two years, we invested in more than 40,00@ern PCs and servers and gave them to our
universities and schools. We also connected treemducational system with broadband. All of
our 3,200 schools will have broadband access by’.20We also created over 100 so-called
tele-centres across the country, mostly in smalhigipalities where people do not have good
access to computers. Now our country looks veeyy different with a whole generation of
students being able to use much better contenbeind connected to broadband.

V. E-government

A very similar story is with the development of evgrnment. A year ago, | moved to my third
ministry, the Ministry of Data Administration anddAuinistrative Reform, which is responsible for
the development of e-government. Again, we saw Bludgaria was at the bottom of all European
rankings, and we decided that by the end of thedai@of this government, this should change.

We have six parallel projects for 2006. The fose is major changes to the legislation. We passed
the law on e-trade this year and at the momentliaRent is looking at the new law on
e-government. This is a radical law. We usedbist experiences of a few European countries —
including Finland — so this law should significgnthange not only the technology but the way the
government’s administration is communicated to peedp terms of procedures and documents
more than technology.

We have some relatively large public procurementedures, based on the size of our economy,

for the development of software platforms for naéiband regional European e-government. They
should be finished next year and we will have mahyhese platforms operating well. We also
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distributed a lot of computers to local administat especially to those that were more backward.

We are also strongly encouraging the usage ofrel@ctsignatures. This year, we had a 20-fold

increase in the number of electronic documentssaio the country. Next year we are expecting

another three-fold increase and after that it sdtome a story similar to the mobile phone. The

mobile phone penetration was very interesting rs/ago and five years ago, but everybody has a
phone today.

In terms of IT training, Bulgaria might be breakiadew records on the continent. This year we are
training 21,000 civil servants in IT skills, in auntry with less than 8 million people. Next year
we will have another 21,000. Our whole state adstration will renew their skills.

VI. Conclusion

In conclusion, Bulgaria has strong ambitions, jlilst the rest of Europe. We are a part of the
whole Lisbon agenda. There are three conclusions.

= We need to be quick. As a politician, | can telluythat government mandates start and end
very quickly. We have to have that in mind andistineverything very quickly.

= We do not like pilot projects. A lot of people béal pilot projects this year, but the mandate
will be over in four years and we will never beeabb develop the whole country. We like the
blanket approach, where you cover the whole counitty one policy within one year and then
you are done.

= We need energetic people with vision to implemdhtofithe good ideas. | think Eastern
Europe and Bulgaria in particular bring a lot oérgy to the continent and to Brussels as well.

Conclusion

Chairman

l. In Summary

Thank you, Nikolay. That fascinating account justlerlines some of the themes we have been
discussing today. | was struck by Nikolay's poih&t we want to go for speed and big, bold
policies. There is also this point about diasporbsiovation is going to come from more places
and it will come from more people. Strong courdrimay well be those with diasporas of
technicians abroad who they can attract back. iBhée story of Taiwan and the emerging story of
India. The ability to attract back talent, partarly from the US, will become critical.
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