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Microsoft

To: Ministry of Economic Development

Microsoft New Zealand applauds the Government’s leadership in pursuing a vision for “Achieving
Our Digital Potential” and is encouraged by the aspirations outlined in the Digital Strategy 2.0

document.

Broadly, we believe the intent of the Digital Strategy should be to advance New Zealand and the
lives of New Zealanders by:

e promoting a healthy and competitive ICT sector

e increasing productivity

e optimising education for a vibrant economy now and in the future

e facilitating a trusted and accessible connection between government and its citizens

To do so we believe that the debate goes far beyond simple infrastructure concerns and should
encompass a broader conversation regarding the overall ICT ecosystem and its role in the New

Zealand economy and lifestyle.

As the Government pursues a Vision for “Achieving Our Digital Potential” and the associated goal
setting, Microsoft sees considerable synergy between our vision for the future and that articulated

by Government.

We trust that our views and recommendations will assist the Government and, importantly, all New

Zealanders.

Yours faithfully,

Kevin Ackhurst
Managing Director
Microsoft New Zealand Limited
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Introduction:

Sound public policies provide the foundation and framework for innovation, job creation, and
sustainable economic growth. As the Government pursues a Vision for “Achieving Our Digital
Potential” and the associated goal setting, Microsoft sees considerable synergy between our vision
for the future and that articulated by Government.

Microsoft began with a dream of a computer on every desk and in every home. Thirty years ago this
seemed impossible. Today, for the more than 1 billion people reached by technology, life has
changed profoundly: information is more readily available, connections are more easily made and
commerce is more quickly achieved. But for more than 5 billion people, the opportunity to learn,
connect, create, and succeed remains elusive. Microsoft has set a goal of bringing the benefits of
technology to 1 billion more people by 2015 through digital inclusion programmes and public policy
advocacy.

Ultimately, through our business, philanthropic, and advocacy efforts we aim to bring relevant,
affordable, and accessible technologies to help transform education, foster local innovation, and
create jobs and opportunities for the 5 billion people who are underserved by technology.

In New Zealand, Microsoft has a local vision — assist New Zealand to improve productivity and build a
successful IT ecosystem through innovative technology.

Microsoft New Zealand is committed to working with the Government to promote innovation and
growth through technology solutions, responsible leadership in business practices, and partnerships
that create economic and social opportunity. We believe these qualities should underpin local
strategies and initiatives supporting the New Zealand ICT ecosystem which we see as being
comprised of customers, IT integrators and providers, software developers, community
organisations, education and the Government.

We have set out our response under five key headings as per the Digital Strategy 2.0 draft
document:

e Connection

e Confidence

e Content

e Collaboration

e Achieving Digital Potential
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CONNECTION

The digital economy involves the transaction of goods and services through the transmission of

electronic information and the provision of communication and information services for consumers
and producers through the internet and Web technologies. A modern digital economy consists of a
multitude of diverse and dispersed providers of ICT goods and services delivering the means and

opportunity for consumers to interact transact and communicate.

In this submission we wish to concentrate on those participants in the digital economy that provide

and supply the tools and means that enable consumer electronic commerce and engagement. These

participants we shall refer to as the ICT industry.

We see the digital economy as being made up of four fundamental drivers of value for the ICT

industry;

1.

Hardware, including computer systems and networks
Examples: NZ innovations from ProvencoCadmus and Navman, and the local ICT
ecosystem around imported products.

Software and other licensed IP
Examples: NZ innovations such as AfterMail, Ghost, MailMarshall and the local ICT
ecosystem around imported products.

Services, delivered by individuals or through automated systems
Examples: Consulting services from Datacom and Gen-i, NZ innovations such as
ActionThis and TradeMe, and the local ICT ecosystem around imported products.

Advertising, which enables Internet-based services to be profitably provided to end
users at a low cost or free of charge (Publishers of the largest NZ websites such as
nzherald.co.nz and stuff.co.nz may have sufficient inventory to earn a portion of their
revenue directly from advertisers, however the majority of profit-making “free to
consumer” websites rely on advertising brokered by companies such as Google for their
revenue.)

Ubiquitous high speed broadband connectivity, which connects the above components, utilises

components of each of these drivers. The relative speed of broadband connections impacts the

transaction cost and influences the market opportunities available in the digital economy.

These value drivers compete with and complement one another to create a dynamic ICT industry

that is driven to innovate and improve rapidly. Connections fostered by the growth and

increasing availability of high speed, robust broadband infrastructure accelerate the

opportunities for the ICT industry in relation to all of these value drivers. Accordingly, Microsoft

is supportive of initiatives or investments which hasten and promote the availability of this

infrastructure.
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Promoting a Vibrant Web Services Marketplace and Driving the
Deployment of Access Infrastructure

= Policymakers should be creative but careful in their approach to Internet Protocoli based
services.

= Policymakers should encourage competition in the market for video services, which will promote
investment in next-generation networks and benefit consumers.

Consumers once viewed the Internet as a distinct medium; today they are able to leverage Web-
based services over the Internet to among other things make voice and video calls, watch TV, and
obtain information seamlessly.

Policymakers should be creative but careful in their approach to Internet ProtocolCbased services.
The success of Web-based Internet Protocol services as tools for consumers and businesses has been
remarkable, and policymakers should proceed carefully so that they do not inadvertently disrupt this
achievement.

When policymakers do act, we recommend that it is important that they maintain a light touch and
limit their intervention to those areas that raise important public policy concerns or where there is
unambiguous and serious market failure that dictates a regulatory intervention, such as in the case
of public safety and national security, universal access to broadband, or network neutrality.

Investment in broadband infrastructure should be encouraged through pro-market means such as
tax credits and flexible spectrum policies.

Policymakers should encourage competition in the market for video services, which will promote
investment in next-generation networks and benefit consumers. Although video services are
increasingly delivered over the Internet and other Internet Protocol-based networks, the
communication laws in many countries have not kept up. Policymakers should minimise regulatory
barriers that may inhibit entry into the video market and ensure that the regulation of existing
providers is up to date. This will spur investment in next-generation networks. Also, consumers
deserve a competitive market for the devices that are used to navigate among the interactive video
services offered by digital cable systems and others.

By way of example, Microsoft along with other multinationals periodically reviews the regulatory
environment in countries around the world in order to determine the feasibility of launching video-
related services in new markets, such as;

e Windows Media Center (enabling automated provisioning of electronic programme guides
to provide a superior computer-based television viewing experience),

e  Microsoft MediaRoom (technology for on-demand and live IPTV),

e Xbox Video Marketplace (online movie purchasing or rental services for viewing high
definition content using an Xbox 360), and

e Zune’s TV service (television content and movie purchasing for viewing on the Zune portable
media device).
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Policymakers should value the services that transverse the network in equal terms to the network
itself. Great strides have been made with both raising the awareness of Broadband as a critical
component to a healthy and vibrant digital economy, and in terms of ensuring good progress in
providing a competitive model under which broadband ubiquity is growing. However, it would be
easy for the uninformed observer to believe that Broadband supply in and of itself is a key goal,
when the bigger picture is that Broadband is only a single issue in the supply of high value services
and opportunities to the New Zealand market — it is the services and software system that run across
the Broadband network that are the real assets the country needs to build.

Like any infrastructure, high quality Broadband can be conspicuous by its absence, but we look
forward to the day when the debate, mind share, and the effort by policymakers and others can
focus where the real opportunities lie — on the software solutions and services that utilise this
infrastructure.

Policymakers should ensure that resilience of infrastructure is a key success factor for suppliers.
Notwithstanding the previous comment, it is also of great importance as with any critical
infrastructure, to ensure consistent and resilient supply.
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CONFIDENCE

Digitally-capable New Zealanders are critical for the development of New Zealand as a nation. The
following themes and recommendations seek to identify a number of elements for Government
consideration to develop skilled practitioners as well as a digitally literate workforce and community.

Providing a framework for innovation and sustainable growth.
Supporting immigration policies that foster cross-border educational and professional

opportunities

Today's skilled workforce is increasingly mobile, pursuing educational and professional opportunities
all over the world. It is common for people to study and / or work overseas for a period of time and
then return to their countries of origin. This flow and exchange of talent has enormous benefits both
in fostering greater cross-cultural awareness and collaboration, and in sparking innovation and
economic growth. To ensure that the best and brightest people can study, work and live in New
Zealand, particularly where the demand for highly skilled professionals exceeds the supply of
qualified domestic workers, we encourage the Government to continually update its immigration
policies to facilitate cross-border educational and professional opportunities.

= The IT industry of many nations rely on highly skilled foreign workers to supplement the domestic
talent pool and drive innovation and competitiveness.

= The Government should facilitate cross-border educational and IT professional opportunities
through progressive, flexible immigration policies, particularly for highly skilled workers.

= Microsoft strongly supports reforms designed to make it easier for the world's best and brightest
people to study, work, and live in New Zealand.

The IT industry increasingly relies on highly skilled foreign workers to supplement the domestic
talent pool and drive innovation and competitiveness. The IT industry has a large and growing need
for engineers, scientists, and other highly skilled IT professionals. While in New Zealand we aspire to
have strong IT sectors, our perception from talking with our business partner community is that the
supply of qualified domestic IT workers does not meet current demand.

Government should facilitate cross-border educational and professional opportunities through
progressive, flexible immigration policies, particularly for highly skilled workers. Cross-border
educational and professional exchanges generate enormous benefits in fostering cross-cultural
awareness and stimulating innovation and economic growth.

Indeed, the current success of the U.S. IT industry is attributable in large part to the contributions of
foreign-born scientists, engineers, and other professionals. The successful efforts of Ireland and the
United Kingdom to attract highly qualified students and engineers are examples of the many
benefits that flow from a policy that invites, rather than inhibits, immigration by highly skilled
foreign workers.
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The flow of highly skilled and culturally aligned workers into New Zealand is currently not able to
meet the needs of the IT industry. Accordingly New Zealand should continue to foster policies that:

e Attract academically capable computer science and engineering students
e Help retain students that graduate from New Zealand universities

e Help attract highly skilled and experienced workers from overseas

o Simplify and streamline the path to permanent residence for the above

Microsoft New Zealand is interested in exploring the opportunity to assist in the process of placing
New Zealand graduates and immigrants into roles within our business partner community.

New Zealanders Are Supportive of Innovative Opportunities to Develop IT Skills and Experience

Microsoft has developed a number of Global and New Zealand based initiatives that we pursue in
the tertiary sector to attract and retain the best technical talent in New Zealand:

1. Providing easy access to Microsoft Software to the next generation of IT professionals and
information workers during their higher education.

2. Nurture ICT skills amongst young New Zealanders through a range of Microsoft led and
community led projects and initiatives.

Microsoft Dreamspark, launched earlier this year, is providing accredited higher education students
around the world with access to a number of Microsoft Developer, Designer and Server products.
This initiative is currently expected to be available in New Zealand later this year.

Currently, thousands of tertiary technology students have access to a comprehensive range of
Microsoft software including our operating system, developer and designer tools, servers and IT
applications through the MSDN Academic Alliance programme. With more than 50 members across
New Zealand, we have distributed more than ten thousand licenses for Microsoft software in 2008.
We believe by providing convenient and easy access to our software, we are equipping next
generation of IT professionals with the tools they need to further develop their skills and talent.

In addition to providing access to the latest Microsoft software to students, Microsoft also aims to
nurture ICT skills by providing industry qualifications through the IT Academy programme. This
programme aims to provide Microsoft industry curriculum and certification opportunities to
students at academic rates. The Microsoft IT Academy programme is currently adopted by 20 public
and private tertiary institutes across the country.

Microsoft New Zealand recognises the growing shortage of ICT skilled workforce which is particularly
evident in the decrease in number of students taking up ICT study in the tertiary sector.

This shortage will affect the ICT community as well as Microsoft’s ability to grow in the market and
most importantly significantly affect New Zealand’s ability to perform and compete in the global
market place.
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Another local initiative to foster ICT talent is Microsoft’s “Imagine Cup” which aims to recognise
talent amongst our next generation of IT professionals and provide a platform for them solve
common problems faced by individuals and communities.

Imagine Cup has been conducted in New Zealand for the past two years and it is our intention to
continue with this very effective programme. The ultimate goal is to inspire students to innovate,
using technology and positively improve the public perception of IT. Microsoft New Zealand has used
Imagine Cup as a channel to advocate the critical role of IT and the massive impact it has on
individuals, communities and countries now and in the future. We intend to align this programme
with government led initiatives and projects and share synergies in the future.

Imagine Cup is centred on creating a strong pipeline of technical talent for New Zealand. Microsoft
also undertakes practical initiatives to help address the shortage of ICT skills in the current climate.
Microsoft Student 2 Business is aimed at connecting graduate students with Microsoft partners
looking for interns and graduates. This is conducted through seminars and in person events which
facilitates networking and eventual recruitment.

We invite the Government to support these worthwhile and successful initiatives and would
welcome the opportunity to engage directly with Government to extend these programmes as
well as explore and develop new initiatives.
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CONTENT

Ensuring that entrepreneurs and consumers have access to the
content and services they need.
In the evolving market of digital content and services, healthy competition should be encouraged

between content and service providers that offer a variety of different features and ease-of-use
options. These should succeed or fail based on consumer demand. Microsoft supports policies that
promote producer and consumer choice.

= Inarapidly evolving market of digital content and services, governments should encourage
competition between content and service providers that offer different features and usage
options.

= Governments should avoid imposing technology mandates that limit producer or consumer
choice.

= Firms and individuals should be free to develop and use content access technologies.

In a rapidly evolving market of digital content and services, the New Zealand government should
encourage competition between content and service providers that offer different features and
usage options. Every day, innovations in Internet-based technologies are creating new opportunities
for companies and exciting new products and services for consumers. The open architecture of the
Internet is in large part responsible for the tremendous economic growth, productivity gains, and
social benefits associated with the digital economy. The Internet's open architecture has also
fostered tremendous innovation and competition between companies, resulting in an exceptionally
diverse range of product features and ease-of-use options. Government should encourage this
progress and ensure that competing products and technologies succeed or fail based on consumer
demand.

Government should avoid imposing technology mandates or similar rules that limit producer or
consumer choice. The best way to ensure that the digital economy develops in ways that best serve
consumers is to allow the industry broad flexibility to develop new technologies. This applies equally
to technologies designed to promote interoperability. Government-imposed procurement
mandates, although well-intentioned, risk inhibiting innovation and restricting competition.
Government-imposed procurement mandates and internal guidelines that seek to direct
technologies choices, however well-intentioned, risk inhibiting innovation and restricting
competition. This will lead to sub-optimal outcomes and increased risk and cost for New Zealand
taxpayers.

Firms and individuals should be free to develop and use content access technologies. Content
access technologies help providers and users protect and manage rights in digital content. Content
access tools are used by companies of all sizes and by individuals in a variety of circumstances to
protect important public interests. For example, in addition to helping protect rights in traditional
entertainment content such as films and music, content access technologies can promote important
privacy interests, such as protecting confidential business information, financial data, health records,
and other sensitive data against misuse. Industry has developed a diverse array of flexible tools that
can be used to support a broad range of usage options. By reducing piracy risks, these tools create
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new opportunities for consumer access to content because they help encourage content creators to
make high-quality works available online. At the same time, many innovators are experimenting with
ways to monetise and support creativity that does not involve these technologies.

Microsoft welcomes these efforts and believes that whether and how to deploy content access
technology should be a matter of creator choice. Ultimately, however, the best solutions for all
involved will come from continued innovation and market competition.

Promoting the value of intellectual property
Microsoft advocates for policies that ensure that innovators and those willing to invest in the

development of new technologies are rewarded for their efforts. Intellectual property rights (IPRs)
are the best legal framework for supporting the economic incentives that spur innovation.
Governments foster innovation and its commercialisation through the grant of intellectual property
rights that follow international norms, effective enforcement systems, and ensuring that those who
hold intellectual property rights have the ability to exercise those rights in a way that makes
economic and strategic sense. Policies that promote and protect patents, copyright, trademarks, and
trade secrets drive investment, job creation, and the broader economic and societal benefits that
these promote.

This approach enables creators to choose the license models they prefer, including licensing through
General Public License or other “open source” licensing. In fact, those license models depend on
strong IPRs to function as intended by their authors.

= Arobust Intellectual Property Rights (IPR) regime fosters innovation, investment, and economic
growth.

= Effective enforcement regimes, consistent with international norms, are necessary to ensure that
IPRs fulfil their purpose of promoting innovation and investment.

= The benefits of a robust IPR regime flow to large and small businesses alike.

= |PRs are also essential to fostering innovation and economic growth in developing markets.

Robust IPR protections foster innovation, investment, and economic growth. IPRs foster innovation
and economic growth by enabling inventors to capture the commercial value of their innovations in
the marketplace. IPRs thus provide the foundation for a "virtuous cycle of innovation," as the profits
inventors earn from their innovations can be reinvested in additional R&D, which generates further
innovation. Robust IPR protections also enable firms to share their innovations with others in a
manner that maximises their social utility while preserving their economic value.

Effective enforcement that is consistent with international norms is necessary to ensure that IPRs
fulfil their primary purpose. Without effective enforcement rules, even the well-conceived IP regime
will fail to promote innovation. IPR regimes should permit expeditious and effective action against
infringers, treat all parties equally, be broadly accessible, and enable right-holders to exercise their
IPRs as they see fit.
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Government should regularly review intellectual property laws, ensuring that they reflect
developments in digital technologies and enforcement regimes are consistent with international
norms. These are crucial for any nation that desires to participate fully in the global innovation
economy.

The benefits of a robust IPR regime flow to large and small businesses alike. IPRs are especially
important to small and medium-sized enterprises (SMEs). The incentives created by IPRs encourage
SMEs to identify and make the best use of their core competencies and enable them to attract
venture capital and other forms of financing that can be critical to their survival. IPRs also enable
SMEs to compete effectively against their larger rivals, because smaller firms would be particularly at
risk of "free riding" by larger, better-funded competitors in the absence of effective IPRs.

Meeting customer needs through choice, innovation, and
interoperability

Microsoft supports policies that promote innovation in interoperability-oriented technologies and
user choice among solutions. IT users are increasingly focusing on the interoperability of
components in their systems and between their systems and other systems.

The pace of innovation is at least as rapid in the area of interoperability as it is in other areas of IT,
and interoperability solutions span product design, industry collaboration, access to technology
through cross licensing, and industry developed standards such as Open XML. How these tools are
used varies from case to case, and flexibility is important.

Microsoft works on its own and in collaboration with customers, partners, and other vendors to
deliver solutions that meet marketplace needs. Microsoft supports policies that provide incentives
for the creation of innovative solutions to interoperability challenges and the freedom to use
technologies that best meet a user's needs.

In the area of government use of IT, Microsoft supports government procurement policies and
practices that are merit-based, technology-neutral, open, transparent, competitive, and non-
discriminatory and that do not mandate one technology solution over another.

= Meeting customers' interoperability needs drives innovation, competition, and collaboration.

= Because different interoperability approaches will be best suited for different situations,
consumers benefit from greater choice among interoperability solutions.

= Interoperability, consumer choice, and innovation are best achieved through open competition in
the marketplace.

Meeting customers' interoperability needs drives innovation, competition, and collaboration.
Customers increasingly use IT systems made up of software and hardware from many different
vendors, and they rely on these vendors to ensure that the components can share data. This market-
driven process forces companies to compete in creating efficient, innovative solutions to
interoperability. Users benefit from this competitive dynamic in the form of better products and
lower prices.
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Microsoft works hard to provide its customers with innovative, flexible interoperability solutions,
including supporting key open standards. The Microsoft partnerships with Novell, Sun, IBM, Linspire,
Xandros, SugarCRM, Xen and other leading vendors of open-source software demonstrate the
benefits of creative approaches to interoperability. Microsoft strongly urges Government to
implement and maintain policies which encourage customer choice, innovation and interoperability
as we believe that this approach will ensure the market delivers new and beneficial technologies to
those who need them most.

An example of an industry led approach is the “Save as DAISY” project.

o The ‘Save as DAISY XML’ translator, designed for Microsoft Office Word 2007, allows users to
save Office Open XML-based text files into DAISY XML, the foundation of the globally
accepted DAISY standard for reading and publishing navigable multimedia content. The
‘Save as DAISY XML’ add-in was created through an open source project with Microsoft,
Sonata Software Ltd., and the DAISY Consortium and can be downloaded by Microsoft Office
Word users for free at: http://www.openxmlcommunity.org/daisy

e The open source collaboration associated with the Open XML to DAISY XML translation
project enables developers to utilise the source code and other resources for their own
applications by accessing: http://sourceforge.net/projects/openxml-daisy.

Because different interoperability approaches will be best suited for different situations,
consumers benefit from greater choice among interoperability solutions. For a given challenge,
there may be a variety of interoperability solutions, including collaboration, cross-licensing and
flexible licensing arrangements, developing products that interoperate out of the box, and
implementing proprietary or open standards. Even among open standards, there are competing
choices. These different approaches reflect the often complex tradeoffs that vendors must make in
selecting the solution that best meets the needs of their customers. These solutions also evolve over
time as more innovative approaches to interoperability are developed. Consumers should have the
ability to choose the solution that best meets their needs at any given time.

Interoperability, consumer choice, and innovation are best achieved through open competition in
the marketplace. Where markets are transparent and competitive, vendors are forced to compete
by providing better products with more attractive features and at market-based prices. Consumers
are better able to find products that fit their needs when they have the opportunity to compare the
features and costs of many different products. Restricting such choice and flexibility through
procurement mandates will stifle innovation and prevent customers from using the technology best
suited to their particular needs.

Technology choice (among standards and the technology solutions they represent) is no less
essential in the case of government IT procurement. Accordingly, Microsoft supports government
procurement policies and practices that are merit-based, technology-neutral, open, transparent,
competitive, and non-discriminatory and that do not mandate a particular interoperability solution
over another. This applies to functionality in systems and to the interoperability technologies that
allow those systems to communicate and exchange data.
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It is imperative that the Government’s position on such matters is objective, well informed and does
not attempt to reduce choice or second guess marketplace economics. Policies which mandate
specific technologies, vendors or development methodologies will reduce the opportunity for broad
collaboration and innovation leading to reduced customer choice and investment.
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CONTENT

Preserving freedom of expression online

Microsoft believes that the Internet should be fostered and protected as a worldwide vehicle for
reliable information and communications, personal expression, innovation, and economic
development. At the same time, the Internet raises issues that often justify national government
attention, especially in regard to individual privacy, online safety, law enforcement, and national
security. It is important that governments address these issues with deliberation and restraint.
Microsoft supports an international dialogue and bilateral consultations to promote the consistency
of national actions and to maximize the openness, security, and reliability of the Internet platform,
including through the development of a clear set of principles that should guide policies and
practices of global Internet companies that provide services around the world.

= Governments should exercise restraint in regulating the Internet and should actively coordinate
with other governments to minimise contradictory or confusing standards.

=  Microsoft will actively consult with governments and other stakeholders on appropriate
operational standards. When appropriate, Microsoft will coordinate with governments and
stakeholders to develop sound policies that promote online expression and commerce.

= Governments should address online concerns with deliberation and restraint.

Government should exercise restraint in regulating the Internet and should actively coordinate
with other governments to minimise contradictory or confusing standards. The Internet raises
issues that may at times justify government attention, such as those involving online privacy,
consumer safety, law enforcement, and national security. In addressing these concerns, government
should seek to fashion a framework that protects online freedoms and promotes Internet growth,
and they should coordinate their efforts with other governments to avoid contradictory rules.

Government should also ensure that regulations affecting the Internet are carefully tailored to reach
no broader than necessary to solve the problem at hand, and that they are sufficiently flexible to
accommodate industry-led initiatives and market-driven solutions.

Microsoft will actively consult with government and other stakeholders on appropriate
operational standards and the development of sound policies that promote online expression and
commerce. Microsoft supports international dialogue and bilateral consultations to ensure that
regulatory actions affecting the Internet are consistent across borders and promote the principles of
openness, security, and reliability that are critical to ensuring the Internet's success. These include
the efforts of the Internet Governance Forum and other organisations dedicated to addressing
emerging issues in global Internet governance.

Microsoft also supports the development of clear global principles that can guide the policies and
practices of Internet companies that provide services around the world. Such principles should seek
to provide certainty to businesses and maximise consumer access to the Internet.
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Ensuring a safe and secure Internet for users of all ages
Information technology is a driving force in the world economy, leading to cutting-edge

developments in e-commerce, global communication, education, entertainment, and many other
areas. IT will continue to change our lives and offer new and exciting opportunities, particularly for
the generation of people growing up in an increasingly "connected" and interdependent world.
Microsoft advocates for policies that ensure a more secure information technology infrastructure,
including support for effective cybercrime laws, adequate enforcement capacity, and enhanced
public awareness. These are essential to our societal and economic future, to public safety, and to
global security.

= Cybercrime is a global problem that demands internationally harmonised legal regimes.
= The public and private sectors must work together to enforce cybercrime laws.

= Raising public awareness is a critical element of promoting Internet safety and security.

As information technology plays an increasingly central role in the global economy, it also presents
unprecedented risks. To address these risks, Microsoft works with law enforcement, policymakers,
industry partners, and other key stakeholders to take effective legal action against those who spread
viruses, spam, and other malicious software; promote effective cybercrime laws; foster strong
enforcement of existing laws; and enhance awareness of the ways in which individuals can protect
themselves online.

Cybercrime is a global problem that demands internationally harmonised legal regimes. The
Internet's global reach requires that countries address cybercrime threats through consistent and
clear standards, proportionate and deterrent penalties, and cooperation among law enforcement
agencies in investigating and prosecuting cybercrime.

At the same time, regulations must safeguard individual privacy, empower consumers, and preserve
the health and vitality of legitimate e-commerce. To these ends, Microsoft collaborates with
governments and non-government organisations (NGOs) worldwide to enact appropriate and
effective legislation and to implement key conventions and model laws in this area, such as the
Council of Europe Cybercrime Convention and the International Centre's Model Legislation on child
pornography. Microsoft is also working to strengthen the security of its own products, for example
by developing new security features such as those in Windows Vista.

The public and private sectors must work together to enforce cybercrime laws. One of the most
important steps the government can take to promote safety and security on the Internet is to
vigorously enforce laws against online crimes. The private sector can help by sharing information
with law enforcement and offering training, technical resources, and financial support.
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Microsoft has worked with New Zealand Government, NGOs and other industry members, for
example:

e NZ Police / Multi Agency Forensics Training: Based on considerable interest by New Zealand
Police, related security agencies and other public sector agencies areas Microsoft New
Zealand with support from our Federal team from the United States, recently conducted a 5
day Forensics training course addressing the following key areas:

Windows Client Forensics

Advanced Internet Investigation Techniques
Live System Investigation / COFEE
Anti-Forensic Techniques

Windows Mobile Overview

O O O 0O

Computer Online Forensic Evidence Extractor (COFEE) is a USB "thumb drive" that investigators can
use to quickly extract forensic data from computers that may have been used in crimes and has been
given to law-enforcement agencies around the world including the New Zealand police.

The training was delivered to participants representing 8 agencies and is considered vital to ensure
the participants keep abreast rapidly changing landscape that they work in and the tools such as
COFEE that are available from industry partners.

e Cyber Crime / National Security. The New Zealand Government through a division of the
Government Communications Security Bureau is an active participant in a number of
programmes managed by Microsoft’s head office such as GSP (Government Security
Programme) and the SCP (Security Cooperation Programme).

e  Microsoft New Zealand actively supports programme and industry events that address
current and emerging security threats, examples of these events are CyberStorm (I and Il)
and the Botnet taskforce.

e The Global Phishing Enforcement Initiative, a worldwide consumer-protection campaign in
which industry and law enforcement join forces to fight criminal phishers.

e The Technology Coalition within the National Center for Missing and Exploited Children,
which facilitates information sharing among industry and law enforcement about child
exploitation cases.

e The Financial Coalition Against Child Pornography, which provides a forum for members to
collaborate in developing a multifaceted strategy to eliminate funding for child
pornographers and eradicate child pornography worldwide.
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Raising public awareness is a critical element of promoting Internet safety and security.

As more people become advanced users of information and communications technologies, it
becomes increasingly important to educate consumers of all ages about potential Internet risks.

Accordingly, Microsoft has worked with industry partners, NGOs, and government officials to launch
targeted education campaigns worldwide that provide practical advice on best practices online.
These initiatives include leading roundtable discussions, sharing online interactive resources, training
on available technological tools and development of research based white papers and discussion
documents. An example being the Asia Pacific Legislative Analysis: Current and Pending Online
Safety and Cybercrime Law, a Study by Microsoft. This is the second iteration of an analysis of
current and pending laws in 14 countries throughout Asia Pacific relating to computer security,
privacy, spam and child online safety.

Microsoft New Zealand, firmly believes that New Zealand can lead the world with regard to
innovations designed to keep children safe online.

An example is Hector’s World, Ltd. (HWL), with Microsoft as a Foundation Sponsor, was created in
2006 as a separate, charitable subsidiary of NetSafe to focus on the needs of the very young online.
Now this social venture is poised to exert global influence on the way very young children are
introduced to information and communications technology, with great potential for long-term
cybercrime prevention. This is a novel social entrepreneurship venture, where any profits will be
used to create more education and further the work to keep children safe online.

Building on the positive impact of the above initiatives, we urge Government to continue to actively
pursue engagement with the ICT, NGO and public communities with a view further improving New
Zealanders’ confidence in ICT.

Protecting privacy in the online environment
In today's interconnected world, with affordable and powerful personal computers, high-speed

Internet connections, and a plethora of mobile devices, computer users are engaging in rich online
experiences in e-commerce, communications, and entertainment. As the volume and use of online
personal information continues to grow, consumers, business leaders, government policymakers,
and privacy advocates are demanding better protection for individuals and their personal
information. Particular care is needed to protect children, who are among the most vulnerable
computer users.

A growing array of data protection laws and regulations present both the private and public sectors
with the daunting task of determining which rules and regulations apply to their activities. Activities
that are perfectly legal and commonplace in one part of the world may be prohibited elsewhere,
creating confusion for businesses, governments, and consumers alike.

Microsoft supports the development of comprehensive and unified privacy legislation—based on
data-protection principles that have achieved broad consensus internationally—that will provide
meaningful protection for individuals online and will set clear guidelines for businesses.
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= Microsoft supports data-protection principles that have received broad consensus
internationally.

= Nations should adopt comprehensive privacy legislation that is harmonised with recognised
international standards.

= Online privacy issues are best resolved by public- and private-sector partnership and cooperation.

The Internet today is ubiquitous in e-commerce, communications, and entertainment, empowering
individuals to seek, receive, and share information online. As the Internet continues to grow, the
volume of information about users that is collected and disseminated online increases exponentially,
raising important privacy concerns. Microsoft supports efforts to address online privacy issues
through technology, education, industry best practices, and targeted enforcement. Microsoft also
believes that comprehensive privacy legislation can serve as an effective complement to this
multifaceted effort.

Online privacy issues are best resolved by public and private sector partnership and cooperation. A
comprehensive response to online privacy concerns in the ever-changing Internet environment
requires close cooperation between private and public sectors. This cooperative effort should seek
to promote market-driven technological solutions, to recognise the privacy principles for which
broad consensus already exists, and to develop legal frameworks that support these technology
solutions and privacy principles. Working together, industry and government can provide
technologies and legal structures that effectively address the privacy concerns of online consumers
while ensuring that the Internet achieves its full potential.
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COLLABORATION

Ensuring a Competitive Environment for Software Innovation

Today's software industry is one of the most competitive and innovative industries in the world,
yielding tremendous benefits to consumers and the broader economy. Innovative software that
makes computers easy to use, along with the Internet and advances in computer hardware, have
fuelled a technological revolution that has touched nearly every society and has driven tremendous
economic growth. These technologies are driving gains in productivity and provide the tools for
further creativity and innovation.

= The application of competition laws to the software industry, as to other dynamic industries,
should preserve incentives to innovate.

= Governments should seek to avoid divergent competition rulings and remedies, which can create
havoc for businesses and consumers in global markets.

= Microsoft believes in competing through innovative products and services while creating
opportunities for others.

To preserve these benefits, competition regulators need to be mindful of the dynamic competition
that already exists in today's software industry and ensure that their actions do not inadvertently
inhibit this dynamism or prevent companies from taking actions that promote efficiency and
consumer welfare.

The application of competition laws to the software industry, as to other dynamic industries,
should preserve incentives to innovate. Advances in software and hardware technologies in recent
decades have resulted in a proliferation of business models in the software industry. The competing
business models, based on the value drivers discussed under the Connection heading above—as well
as competition between firms pursuing that are these various models—have yielded tremendous
innovation and have provided consumers with more choices, better products, and lower prices. By
creating a technology-neutral legal framework and applying these laws transparently and
predictably, governments can help ensure that software markets will remain competitive.

Government should seek to avoid divergent competition rulings and remedies, which can be
disruptive for businesses and consumers in global markets. Divergent competition standards and
enforcement impose significant costs on business and on the global economy. They also create
uncertainty, which impedes business planning, diminishes incentives to innovate, and may lead
businesses to forego conduct that promotes consumer welfare. Conflicting rules may also result in
"forum shopping” which drives up litigation costs and undermines the finality of existing rulings. To
avoid these outcomes, governments should respect principles of international comity and strive to
avoid imposing obligations or remedies that diverge from those imposed elsewhere.
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Promoting government-funded basic research and incentives for
private sector R&D, and commercialisation arrangements for

government-funded R&D
Microsoft advocates for an environment in which innovators can dedicate their energies to taking

technologies in new directions. By minimising economic risks and enhancing the prospect of
economic rewards, government investment in basic research and incentives for private-sector R&D
creates an environment in which creators can dedicate themselves fully to the advancement of
knowledge.

= Government funding for basic research enriches the common knowledge base, helps train the
next generation of scientists and engineers, and provides the raw material for further innovation
by the private sector.

= Universities and other recipients of public research funding should be encouraged to license their
research to the private sector for further development and commercialisation.

= Governments should also improve information sharing with the private sector on their publicly
funded research efforts.

Private-sector research and development (R&D) is the engine of the global innovation economy.
Nations whose laws encourage individuals and firms to invest in inventing new technologies and to
develop them into commercially useful products are most likely to experience innovation-driven
economic growth. Government can also help foster the growth of an innovation economy by
investing in basic scientific research and by licensing the results of such research under terms that
encourage its commercialisation by the private sector.

Some license terms, of which the GNU General Public License (GPL) is perhaps the best known
example, limit private sector commercialisation opportunities through terms that may (for example)
require downstream distributors of the software to license their own pre-existing IPRs.

Should the New Zealand Government wish to release software it has developed or funded under an
open source license, we encourage the New Zealand Government to carefully consider the
downstream effects of the license it chooses. For software released under an open source license,
we recommend terms modelled on the Berkeley Software Distribution (BSD) License, which are less
restrictive (and closer to a concept of “public domain” that many creators incorrectly believe of open
source licenses). These BSD style licenses do not risk the same negative and possibly inadvertent
downstream effects for commercial software developers who have invested in their own valuable
IPRs or who wish to commercialise new enhancements that they invest in. Naturally, any release of
software under an open source license can preclude some private sector commercialisation
opportunities. We encourage the Government to carefully consider all licensing options before
releasing IP.

Government funding for basic research enriches the common knowledge base, helps train the next
generation of scientists and engineers, and provides the raw material for further innovation by the
private sector. Government-sponsored basic research is increasingly recognized as a key component
of a knowledge-based economy. The private sector tends to focus its R&D on applied research;
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government funding for basic research can deepen the knowledge base of society while educating
the next generation of scientists and engineers.

Publicly funded research is also a vital source of knowledge and technology for the private sector.
Indeed, scores of critical advances in medicine and medical devices, transportation,
communications, computing, and many other fields are based on insights and inventions that
resulted from publicly funded research. These innovations have enriched people's lives and provided
the basis for hundreds of start-up companies, new products, and even entire industries—and the
jobs and economic growth that go with them.

Universities and other recipients of public research funding should be encouraged to license their
research to the private sector for further development and commercialisation. To ensure that
society reaps the full benefits of government research funding, the results of such research should
be made available for licensing by the private sector under terms that promote its development into
commercially useful products.

Likewise, governments should provide incentives to encourage recipients of public research funding
to transfer technologies developed with public funds to potential licensees. Licensing should be
open to all qualified recipients, regardless of nationality.

Governments should also improve information sharing with the private sector on their publicly
funded research efforts. Efforts are needed to encourage those receiving public research funds to
coordinate or share information with the private sector about their research. Better information
clearinghouses, including processes to provide up-to-date information about the progress and scope
of publicly funded research, are needed to prevent duplication of effort and improve the likelihood
that publicly funded research will be licensed and developed for the benefit of the community as a
whole.

Promoting and Preserving the open and free flow of people, products, services, and ideasOpen
markets are fuelling economic growth, increasing cross-border investment, deepening regional and
global integration, and boosting incomes. Although globalisation presents challenges for every
society, people who obtain the necessary education and training to compete in an increasingly
knowledge-based economy will enjoy the greatest opportunity in the future. Information technology
is part of the essential infrastructure of a well-functioning modern economy. Microsoft supports free
and open trade and the adoption of bilateral and multilateral trade agreements that eliminate
barriers for IT products, further open markets for IT services, and prohibit trade barriers that would
slow the growth of electronic commerce.

Promoting and Preserving Free Trade and Open Markets
International trade is essential to promoting world prosperity and global development. Open

markets spur competition and economic growth, increase cross-border investment, enhance
regional and global integration, and boost incomes. Microsoft believes that free trade and open
markets support investment in, and the access to, the technology tools that are necessary to adjust
and compete effectively in today's global economy.
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Microsoft New Zealand acknowledges and supports the efforts of the Government to actively
embrace and promote Free Trade. The recent Free Trade Agreement with China opens up new
opportunities for the New Zealand ICT community to develop and grow.

= The software and IT industries improve the competitiveness of economies; promote efficiency
and innovation, and lower transaction costs.

= Open markets and IT growth go hand in hand.

= Promoting an open, non-discriminatory trade environment for IT goods and services should be a
part of every country's trade strategy and agenda.

The software and IT industries improve the competitiveness of economies; promote efficiency and
innovation, and lower transaction costs. The IT sector provides support to many other industries
including - farming, manufacturing, and other services sectors—and is an essential part of the
infrastructure of a modern economy.

Promoting trade in the IT sector has been a multifaceted effort. Much has been accomplished in
multilateral rounds of World Trade Organization (WTO) and General Agreement on Tariffs and Trade
(GATT) negotiations, negotiation of bilateral Free Trade Agreements, and regional forums such as
Asia-Pacific Economic Cooperation (APEC). The results have created competition and created new
opportunities, particularly in the developing world.

Promoting an open, non-discriminatory trade environment for IT goods and services should be a
part of every country's trade strategy and agenda. Trade strategy should address the following key
issues:

e Intellectual property: Trade strategy should implement high standards of intellectual
property protection, including implementation of the World Intellectual Property
Organisation (WIPO) Copyright Treaty and WIPO Internet Treaties. Consistent with the WTO
TRIPS Agreement, the Government should continuously review and adopt enforcement
procedures that permit effective action against infringement and expeditious remedies that
constitute a deterrent to further infringement.

o E-commerce and services: To ensure that software delivered online receives treatment no
less favourable than its physical equivalent, trade strategy must provide full market access
and non-discriminatory treatment of electronically delivered software. In addition, it should
provide full market access and national treatment for computer and related services,
including online services, on a technology-neutral basis.

e Government procurement: Microsoft welcomes the New Zealand Government’s neutral
policy positions on procurement, as documented by the Ministry of Economic Development
and other Government agencies. We encourage the Government to preserve neutrality and
to discourage divergent treatment of ICT procurement. Even preferences that appear
neutral at first glance (such as a preference for an international standard) can have a
discriminatory and negative impact if the broad ICT industry has invested in supporting
another standard.
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e Standards: It is important that strategies promote the use of voluntary, industry-led,
international standards and ensure that technical regulations and standards policies do not
create unnecessary obstacles to trade.

o Non-discriminatory and national treatment: Laws, regulations, and other measures that
might affect international trade should not have the intent or effect of discriminating against
foreign suppliers, products, services, or technologies
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ACHIEVING DIGITAL POTENTIAL

Supporting education, promoting lifelong learning and access to
technology

Microsoft partners with universities, governments, the business community, non-profit
organizations, and other institutions to support the advancement of education worldwide. We
support programmes and advocate for policies that provide teachers, students, and parents with the
tools and training that they need to meet basic educational needs and to promote math and science
education at all levels. These initiatives share a common purpose: that every student graduates from
secondary school with the skills necessary to succeed in the information economy. Microsoft
believes that such engagement and advocacy, by both the private and public sectors at the local and
national levels, is essential to creating education systems that enable individuals to participate and
prosper in the digital economy.

= |n the global economy of the twenty-first century, it is critical that education systems offer
opportunities for students to obtain the skills necessary to use IT effectively.

= Education systems in many countries are poorly equipped to meet the demands of modern
economies.

= Microsoft engages in many programmes that are designed to help students acquire the digital
skills that they need to succeed in a rapidly changing world.

With society becoming increasingly dependent on information and intellectual capital, our education
systems are more important than ever. Unfortunately, traditional educational models do not always
meet the needs of students in the digital age. To address these challenges, it is vital that teachers
and parents have the tools and resources they need so that students can acquire basic digital
literacy.

In the global economy of the twenty-first century, it is critical that education systems offer
opportunities for students to obtain the skills necessary to use IT effectively. The information
economy requires not only world-class innovators, but also workers who have the skills necessary to
use information technologies effectively. Primary and secondary educational systems remain the
principal vehicles to achieve both objectives. Although the public sector typically has principal
responsibility for primary and secondary education, the private sector can play an important
complementary role by providing resources and supporting greater public funding for education.

Microsoft engages in many programmes that are designed to help students acquire the digital
skills that they need to succeed in a rapidly changing world. Microsoft partners with universities,
governments, the business community, non-profit organisations, and other institutions to expand
educational opportunities worldwide.

For example, the Microsoft IT Academy programme offers accredited academic institutions at all
levels a full range of IT-related educational resources, including specialised faculty training and
discounts on courseware.
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Microsoft also participates in collaborative efforts, such as the Partnership for 21st Century Skills, a
unique partnership of educators, policymakers, and business leaders who are working to help
schools adapt their curricula and classroom environments to meet the demands of modern society.

These initiatives share a common purpose: that every student graduates from secondary school
with the skills necessary to succeed in the information economy.

Mnori Linguistic Partnership Project

We draw attention to this specific initiative as an example of the benefits of close partnerships
between Government and an active member of the ICT community. Microsoft New Zealand’s
commitment to bridging the digital divide ensured that te reo M3aori was included as the 45"
language in the Microsoft global Linguistic Partnership Project (LPP). The project is aimed at
providing technology to people in a language familiar to them and which honours their culture.

To develop the downloadable Maori Language Interface Packs (LIPS) for Microsoft Office 2003 and
Microsoft Windows XP, Microsoft consulted with Te Taura Whiri i te Reo Maori (Maori Language
Commission), Waikato University, and the community.

The first step was to create a glossary including the Maori translation of words like hyperlink and
insert, some of which did not yet exist in te reo Maori. Universities, language teachers, iwi, rlinanga,
and te reo Maori speakers from around New Zealand were consulted to discuss which words would
be included. Once the glossary was developed, the second phase was the creation of the Maori
Language Interface Packs by the University of Waikato to enhance the existing Microsoft software.

For a language to grow, it has to be used in all walks of life and increasingly these days, using a
language in all walks of life involves technology. Since the Maori LIPs were released in November,
2005, thousands of te Reo Maori speakers and learners have utilised the free downloads.

The LIPs are in the process of being updated for Microsoft Vista and Microsoft Office 2007 in
consultation with Te Taura Whiri i te Reo Maori, and the updated packs should be available early
next year. We hope that embracing technology and the internet in te reo Maori, using familiar
software, will be beneficial to Maori communities.

Microsoft NZ Partners in Learning Grants Programme:

In partnership with the Ministry of Education (MOE), Microsoft is supporting the professional
development of New Zealand teachers in the use of information and communication technology
(ICT) to enhance student learning through the provision of programmes which complement key
Ministry of Education initiatives. The Microsoft Partners in Learning (PiL) Grants Programme has a
sustained focus on supporting and encouraging education outcomes. In 2007 Microsoft New Zealand
has funded a number of ground-breaking projects. Key projects include Microsoft Innovative
Teacher Scholarships (MInTS) and Microsoft Learning Objects (MiLO). The PiL Grants Programme will
provide a significant investment nationwide of approximately NZ $2 million between 2004 and 2009.
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Microsoft Innovative Teacher Scholarships (MInTS) NZ ICT Industry Scholarships:

This Partners in Learning project involves selected teachers spending up to six months completing a
professional learning programme within a recognised innovative and world-class ICT organisation.
The aim of the MInTS project is to extend and enhance innovative teachers’ knowledge about
specific applications of ICT and its development processes within industry, building knowledge and
skills which they will be able to use to enhance learning experiences in the classroom. By enhancing
their professional knowledge, and allowing them the opportunity to develop new high-end skills, it is
expected their professional practice will be extended and enhanced, benefiting not only their
students, but also colleagues within their school and from other schools.

The first placements commenced in early 2006 with industry partners including Navman, National
Library of New Zealand and Animation Research Ltd and the second intake commenced in July 2006
with industry partners the Port of Tauranga and The Caxton Press.

Microsoft Innovative Teachers Conference:

Microsoft supports the Ministry of Education e-Learning Teacher Fellowship initiative. It hosted
three e-Fellows and three MInTS recipients at the ASIA Pacific regional Microsoft Innovative
Teachers Conference in Siem Reap, Cambodia in February/March 2007. The conference included
more than 250 participants from 23 countries. The New Zealand finalist, Jan-Marie Kellow, from
Opoutere School will represent New Zealand at the Worldwide Innovative Teachers Conference in
Helsinki, Finland in November 2007.

MIiLO Microsoft Learning Objects:

The Microsoft Learning Objects (MiLO) programme aims to identify how teachers are able to utilise
more effectively the large number of digital learning objects (DLOs) presently becoming available via
repositories such as the Learning Federation’s Digistore.

Innovative Teachers Portal:

The Innovative Teachers Network Portal was launched in March 2007 and is an online community of
educators engaged in an exciting dialogue about how to use ICT to inspire students, achieve learning
outcomes and grow professionally. The portal is a secure online environment that includes
resources, communities and ideas to help teachers communicate, collaborate, and innovate. It
provides comprehensive teacher-developed materials that make it easy to try new approaches to
using ICT with students and showcases professional development, practical guidance and teacher
award opportunities.

MARVIN:

Microsoft New Zealand has made MARVIN software available for New Zealand schools at no cost as
part of its Partners in Learning (PiL) programme. Adopting a multi-sensory approach through the
integration of real voice, computer generated voice, written text, images, video and Microsoft
PowerPoint® presentations, users can quickly and easily create or customise presentations that
accurately reflect the cultural, lingual and social attributes of target audiences.
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CONCLUSION

Microsoft New Zealand strives to play a proactive role in advancing the economic and social goals of
New Zealand and impacting in a positive manner the lives of New Zealanders. We remain committed
to working with the Government to promote innovation and growth through technology solutions,
responsible leadership in business practices, and partnerships that create economic and social
opportunity.

We trust that our views, recommendations and invitation to Government to work closely with
Microsoft will assist all New Zealanders by:

e promoting a healthy and competitive ICT sector;

e increasing productivity;

e optimising education for a vibrant economy now and in the future; and

e facilitating a trusted and accessible connection between government and its citizens.

The digital economy offers significant opportunities and challenges for every nation. In our view New
Zealand is well placed to benefit from the communication, commercial and social networks that will
be created by ubiquitous digital technology. Notwithstanding the challenges of infrastructure
optimisation, people skills development and on-line safety and security New Zealanders have
already demonstrated a desire and capacity to participate in and contribute to the emerging digital
economy.

Microsoft welcomes the Government’s focus on this global challenge and opportunity. We extend
our thanks for the opportunity to provide this feedback and participate in the Government’s Digital
Strategy 2.0. We look forward to further dialogue and progress as we step up to the “Digital
Challenge”.
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