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PROCEEDI NGS

MS. RODRI GUEZ: Does everyone have a copy of
t he hypothetical that was in your packet? | have
extras here if you want to see it. As you can see, we
have a couple different scenarios here and invol ving
di fferent anmounts of noney and, you know, different --
consuners are based in different countries, et cetera,
but they are all involving -- they are both involving
cross-border situations.

So, the first question we wanted to consi der
was how do you address the follow ng issues in
devel opi ng ADR prograns |like the one that's illustrated
here, disputes online, and what should D sputes Online
and organi zations like it that are devel oping this ADR
for these kinds of consuner-based transactions, what
shoul d they be considering in ternms of independence and
costs and these issues that are |isted below And,
then, do your views change depending on the type of
transaction, the dollar amounts or where the consuner's
based or the business is based, et cetera?

Does anyone have any reactions to sone of these
ki nds of issues listed in ATG or how ADRs m ght address
t hese ki nds of things?

MS. CHERRY LISCO Well, I'll just introduce
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nyself. M nane is Cara Cherry. [|'mthe director of
the nmedi ation services at SquareTrade. | was the --
one of the -- | inducted the first enployee at the

conpany and was responsible for working with the
founders to build our online litigation service.

So, | thought very extensively about all of
these questions to the extent | can tell you what we're
doi ng and where we've conme out on them

Just to give you a general sense of it, | don't
see a huge difference in a $95 itemto a $10,000 item
internms of the structure of the process and how you
handl e i ndependence or notice or tineliness or, you
know, anything other than | would say the cost.

And to the extent SquareTrade, as a private
entity, is trying to present a viable and effective
solution and keep the cost down, we think the seal
programis the essential conponent in the business
nmodel to meke that possible.

So, the seal, in addition to serving as an
inportant feature and a crucial feature in the trust
buil ding and really being an enblem of what the val ue
is to the marketplace in providing a top-notch ADR
service, it really also serves financially in the
revenue- generating nodel to support a | ow cost system
for the people who do end up in disputes.
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M5. RODRI GUEZ: Anyone el se have any thoughts

about that?

MR. RAUER: | actually have a comment, if |
may. |'mBrian Rauer, I'"'mwth the Better Business
Bureau of Metropolitan New York. | think there's a

danger in potential devaluation of the seal programin
general with the potential for proliferation of a |large
nunber of seal programs. And seal prograns in general
are only as good as, you know, the requirenents and
certification that stands behind them And if people
see, you know, 15 different seal prograns, they can
possi bly choose to trust none of them You can go O
for 15 as opposed to having two or three that everyone
trusts so there's al nost universal, you know,
recognition of.

And there can be -- | know there can be
circul ar reasoni ng, because you're wondering how can
you build that trust, and there are already
organi zations -- and not just ours -- | nean, that
woul d al ready have trust, but if you don't have certain
sets of guidelines, universal frameworks that are
accepted by the general public or the general online
user, you really run into danger

Where, again, it was suggested, | believe, by
one of the panelists that -- | mean, if consuners
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consistently, you know, start relying on seals and get,
you know, proverbially burned by those seals, then they
are going to stop trusting seals period. And when
they are devalued, it is going to deval ue other seals,
and it wll carry over until people stop trusting seals
in general, and they won't nean anything, and that's a
probl em for everyone who uses them

M5. CHERRY LISCO | think that's absolutely
right, and I think it's crucial if you enter the seal
business at all, you have to take it very, very
seriously. Each and every word that you put on your
websi te about what that seal stands for you have to
stand by and investigate and nonitor and put real
systens behind. |It's sonething that you don't enter
into lightly, because if you build a business around
it, you have to live and die by that seal

And, so, actually, | don't think there's a big
fear in there being a proliferation of seals. |'m
actually pretty skeptical that that woul d happen,
knowi ng fromour point of view what it takes froma
financial investnment to build the technology to do
this, to build a seal program to build the operations
that you need, to do an effective "teeth" seal program
what it takes to raise the noney to do that and to do
that effectively, and the fact that as people really
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eval uate what businesses to build and to do, they're
not going to do things where there's already going to
be a nunber of players out there. |It's fool hardy.

So, ny sense of it is that, you know, there is
the BBB Online, SquareTrade has | aunched a, you know,
huge seal program and | don't know how nmany nore there
will be before it's a saturated -- | think we will get
to a saturation point pretty soon.

| think the key is building in the
i nternational piece of the seal programso that it
meani ngfully -- so the seals are neaningful in an
i nternational arena.

M5. BRENNAN: | think the market is going to
determ ne, at the end of the day, who the trustworthy
seal progranms are. That's -- if | buy sonmething with
t he Good Housekeepi ng Seal of Approval, | have sone
assurance that there is a brand nane standi ng behind
that. |If there's sone fly-by-night seal conpany, they
are not really going to get the trust that the
consuners -- that -- they are not going to distrust you
j ust because they're a fly-by-night entity.

So, | think there's going to be a whol e bunch
of comers into this market. There's nore every single
day, and |'ve seen hundreds of them but at the end of
the day, there are going to be three, four or five that
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will really stand out, just |like travel websites.

There were thousands of them and right nowif you | ook
at who uses travel -- is there's three sites really
that the consum ng public uses, and | think that's
going to be the sanme with the seal prograns.

M5. VWELLBERY: Can | ask a question? Wuld
your views be different that there's no distinctions
made between the $95 transaction and the $10, 000
transaction if the ADR is binding as opposed to
nonbi ndi ng?

M5. CHERRY LISCO | think generally, no.
| mean, | think you' re tal king about thresholds
that are still threshold dollar anmounts that nake
l[itigation not a viable alternative. You're still
tal king about a systemthat has a built-in incentive
for people to participate and maxi m ze | argely because
they don't have a viable alternative, even at the
$10, 000 nar ket .

M5. VELLBERY: | guess |I'm questioning whet her
that should be the only criterion that you' re using. |
nean, yes, they have no alternative even with a $10, 000
claim arguably, but I nean | -- maybe this is
i ndicative of ny world, but | can shrug off the |oss of
$100 rmuch nore easily than | can shrug off the | oss of
$10, 000.
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So, nme sitting here, fromny perspective as Joe
Consuner, it seens to ne that there should -- there
needs to be greater protections in a $10,000 dispute

than in a $100 di spute, despite what the alternatives

are.
M5. CHERRY LISCO | see what you're saying. |

mean, | think as a process provider, | don't change the

process in this -- | wouldn't change the nediation

process for it, and | think, you know, how people
regard $95 really differs dependi ng upon who.

And, so, it gets difficult to use cost as the
parameters, because $95 to ne actually woul d be pretty
upsetting, but to a small business, it would be |ess,
maybe a nmedi um upset, and then to a | arger business,
you know, they absorb that w thout thinking.

So, that it really ends up -- those nunbers
don't really have any neaning in and of thenselves.

So, you're talking about a scale, and I think it's hard
to design it based on the threshold anmounts because of
that difference. You know, then you have the economc
disparity issues, sO --

MR. RAUER: | think the final question then is
where do you draw the line? Do you draw the line
bet ween $4 and $5, 000 or $5 and $8, 000, and then sone
peopl e may actually be tenpted to file for a | esser
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amount if they think that -- a better side of
guidelines if it's a very small difference.

So, then you kind of create sonme problens
sonetinmes. |I'mnot saying it necessarily would, but it
may be viable, and then you have to give a | ot of
t hought to where do you start grading it out, up to
what ever | evel .

M5. CHERRY LISCO | think we mght end up with
sone systens that break out, because there is -- break
out along sone dollar value, largely because there is
no other hard and fast rules we can wite to do system
design. It's very difficult to do it on the softer
i ssues -- business size or industry type or -- we
collect data along all those different variables, but
they're not as bright lined as the dollar anounts are
going to be.

So, it may be that even though all of us, you

know, think intellectually that it doesn't -- it's not
really nmeaningful, it may end up bei ng useful.
M5. KESSEDJI AN: | was surprised by the fact

that you asked the question whether there should be or

not sonme certification of ADR providers, but you don't

ask that question for the seals, and | -- for nme -- and

| ' m probably biased by ny European French background,

and | should start with that, but it is a question that
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| have in nmy m nd whether or not -- | nmean, | hear the
argunment the market is going to clear those out, and
that's actually what, you know, |SO has been, in fact,
doing for the -- all those years in the business-to-
busi ness world, that they have cone up as the, you
know, certification -- |like Veritas has been doing it
for the goods and services and so on and so forth.

|'"'mnot so sure that in this world we actually
can wait for that nmonment to happen, because there is an
-- internet does multiplication factors. So, in real
life, actually the market is, you know, a little bit --
it's easier to find the good ones, because there are
| ess there. The internet multiplies by thousands the
nunbers of people who can actually, you know,
participate into the market, and |I'm questi oni ng
whether this nultiplication factor is not inducing a
little bit nore, again, base rules, guidelines,
principles, that we should -- could be -- that the
mar ket could build on.

It's a question. | don't know -- | don't have
the answer to it.

M5. VWELLBERY: No, | know -- | nean, | have --
just having finished these negotiations with the
Eur opeans on privacy, that was a major sticking point
that we have these self-regul atory bodi es, and nobody
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that were being -- that were being -- that nobody was
wat chi ng over, and the only thing we could say back
was, well, we haven't had a problemthus far, so we
don't see a reason to regulate themat this point. But
| think that was very, very hard for the Europeans to
get over.

M5. KESSEDJI AN:  There's a sense of what should
conme first, whether the governnent should prevent
probl ens from happeni ng or whether we should wait for
probl ens, for the market to bring up problens, and then
t he governnent should fix it, and | think that's
di fferent nethodol ogy.

M5. VEELLBERY: And you asked was there clear
bias in favor of waiting until there's a problem and

MS. KESSEDJI AN: I n Europe it's probably
different.

M5. VELLBERY: -- and our nodel for
self-regulatory bodies is the Better Business Bureau
and a few others |like themthat really are outstanding,
and we haven't seen any reason thus far to start
enacting rules.

MS. KESSEDJI AN.  Yeah, but ny argunment woul d be
on this that the reason why the BBB has been able to
devel op and actually becone the major actor in the
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field in the West is because you have had conmon
under standi ng and sone |legislation. | nean, you have
Fair Trade Act and that type of thing.

MS. VELLBERY: Yes, but actually, | nean, one
of the questions that came up during these negotiations
was whet her the Federal Trade Comm ssion's unfair and
deceptive practice authority covered not-for-profits
i ke nost of these organizations are, and for a | ong
time it was not clear that the FTC did cover those
organi zations, and their coverage is still fairly
limted. And so that's -- and nonethel ess, you know - -

MS. BRENNAN. But you al ready had huge
recognition in this country with the Better Business
Bur eau, everyone had heard of it, but the problemis
when you go over to Europe, | don't know what the
recognition of the Better Business Bureau is in Europe.
| know in Asia it's probably nonexistent, so what do we
do --

MR. RAUER: Actually, it's a lot |ess.

M5. BRENNAN.  Well, yeah. So, yes, this
program can work well in the United States, but what do
we do about the rest of the world and how do | buy
sonething in France and how do | trust a seal that a
French website owner has put on? How do | know?

M5. KESSEDJI AN:  That's the very reason why |'m

For The Record, Inc.

Wal dorf, Maryl and
(301) 870- 8025



© 00 N o o b~ W N kP

N N NN NN R B R R R R R R R
a A W N P O © 00 N O 0o~ N+ O

14

asking the question of the certification, because |I'm
al so, fromthe point of view of international standards
t hat woul d acceptabl e cross-border and trans-
nationally, | nean, we -- the internet is inherently
trans-national, and we have to stop thinking, you know,
in our own cultural world.

So, we have to question -- | mean, it may have
wor ked for the West, you know, because of your history,
because of the way, you know, the economes is
organi zed. Again, it may have been working the way we
have been doing in Europe because of our history and so
on, but now that we have to bring Africa and Latin
Anerica and Japan and all these countries together,
don't we need sonething as a ground rul e?

And the guy on ny left-hand side at the panel
said that, and | think a nunber of other people joined
in the forumand said that, and if so, then we should
start perhaps, you know, trying to work on those, with
all the stakehol ders together.

MR. MENGE: | have a follow up on that one.

The question | have, can you actually nake these

requi renments? You can probably set up a certification

system where you can certify a seal, but does the

United States Governnent or any country have the

ability to essentially demand that every seal on the
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net nmeet these certain requirenents.

We're starting to dabble with the content
regul ations, which is going to have, in the United
States, First Amendnent inplications and in other
countries it wll have huge jurisdictional problens
when you start telling these conpanies in other
countries what they can and cannot say.

MS. VELLBERY: Well -- but arguably you could
sort of have the governnents recogni ze these prograns
and then consuners could choose to abi de by whatever
recogni tion the governnents have given

| guess the problem | have is that | don't know
what rules we would set, you know, as the governnents
at this point. It doesn't seemclear to nme what the
rul es should be for certifying.

M5. KESSEDJI AN: | think the rules should be
the ones that the stakeholders are saying it's fair
anong thensel ves: Consuners, operators, service
providers and so on. These people should be around the
roomw th kind of the governnents and the internationa
organi zations | ooking at themand trying to see how
they are, you know -- for exanple, a warranty, a
char ge- back systemor a -- you know, a providers' type
of warranty, that's the kind of thing, on the
busi nesses and the consunmer can say whether it's
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inportant for themto have it in the seal, that the
conpany offer that as a consuner service.

It's not the governnent that can say that, only

t he people -- the stakeholders in the business can say
t hat .

M5. PANTELOURI: | would second that. | think
it's -- it's extrenely inportant not to think that we

have to re-invent the wheel when we're talking about
this subject, what the basic principles or the m nimm
requi renents, whatever you want to -- or m ninmm
basel i ne standards -- or whatever you'd |ike to cal
these criteria or principles, are not sonething that we
have to sit around the table here and re-invent. They
exi st out there in good business practice.

What you have to do is to get together so the
peopl e who cane about identifying this best practice,
partly because they're involves thenselves in that
activity, they're business people, partly because
t hey' ve consuners who have lived as a result of this
good practice fromthe other side and identify what are
the comon features of the best -- the nost effective,
the nost wi dely respected codes of conduct or trust
mar ks and related trust-mark schenes, and that wll
gi ve you your baseline.

M5. CARBLANC. And that would be an
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i nternational endorsenent or an endorsenent by
governnments as an international |evel which could serve
as a reference.

| have another question, but it's not on the
sane subject. You asked the question of whether we
shoul d consider that this list of elenments, procedural
el ements -- | mean, should be | ooked at in a different
way according to your two cases. But ny first question
-- unless there's something which wouldn't be
hypot hetical, let ne -- that the dispute resolution
provi der, Disputes on Line, would exist and be -- |
don't know which -- but the first question would be for
me, when you have these two cases, would you think that
negoti ation, conciliation or arbitration is the best
suited, and you didn't ask the question?

M5. RODRI GUEZ: Well, maybe we shoul d have, but
| think it's interesting to think about what may be the
best situation. | nean, | think we've heard -- we've
certainly not heard one view or one single view about
whet her medi ation is best or arbitration is best. |
know you used a nedi ati on nodel, but others use
di fferent things, and nmaybe it depends on the kind of
transacti on.

M5. CHERRY LISCO W started with nediation
but we're not done.
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M5. RODRI GUEZ: Right, and what's your thoughts
on that, perhaps?

M5. CHERRY LISCO | can give you sort of an
of f-the-record/on-the-record opinion. M personal
opinion is that our next step is to build an
arbitration process and to really be doing a ned/arb
with a different neutral. The big conplication offline
with nmed/arb has been using the sanme neutral, because
the di sclosure that happens in a settlenment-rel ated
conversation you don't want to have affecting the
arbitration process, and they affect each other.

But in the internet concept, you can have a
record and redact the confidential portions of the
record and pass the record along in licky split tine
wi thout really losing any efficiency and have a
di fferent neutral.

So, ny strongest feeling is that a ned/arb
conbo will be the nost effective, because -- with a
time limt on the nediation. So, you keep your cost of
medi ati on capped, because your cost is the tinme of the
medi ator, ultimtely, and you create a very strong
i ncentive for businesses and consuners to settle,
knowi ng there's a deadline and know ng that next step
is a judgnent. And then you have the sane issues about
t he enforcenent of a judgnent.
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But | would put as much incentive as possible
on maki ng the nedi ati on process effective, because you
don't have the enforcenent problens, and you just have
happi er people really com ng out of that process.

M5. VELLBERY: | guess one question | have is
woul d you sacrifice sone of that if you're putting that
ki nd of pressure on the nedi ati on process?

M5. CHERRY LISCO | don't know. | think that
it has to be designed carefully. | don't think any
time cap will work. You have to do the right time cap
for the right dispute, the right marketplace, that
ethos on ebay is very different than the ethos on Envia
that we are | aunching now, and you have to be snart
about how you design your system and train your
neutrals. You can't just slab anything up there.

One of the things that's powerful about the
internet and our -- for exanple, our conplaint form
al t hough everybody | okes about these boxes, it allows
us to aggregate data and understand, well, everybody
t hat checked box nunmber one, how |l ong are those
di sput es taking over tine?

So -- and how long is dispute nunber two
taki ng? And which nedi ator works better with which
di spute type?

So, you can get nuch nore intelligent about the
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process, it's not just that it's a nmediation process.
It's that you have transformative nmedi ators or you have
eval uatory nedi ators or you have soneone who's
culturally focused, or -- and we can channel -- based
on getting |l arge volunes of data from an ebay- type

mar ket pl ace to really understand better what's the nost
effective and where people feel the nost satisfied,
because the other issue here is that people will cone

t hrough a process, consuners, they may not settle, but
they are satisfied that they had the hearing.

And, so, this -- the danger in sone of the
conversation about people wanting to report statistics
is their sense of evaluating an ADR program on so many
statistics is very difficult, because we have very
sati sfied, happy people who are still going to shop on
ebay, even though they didn't settle. So, | think it's
-- that gets conplicated.

MR COLE: What -- let ne ask the question,
because the question of tinme cones up, not tinme of the
arbitrators but tinme between the tinme that | raise an
i ssue or |1've got a dispute. BBB, for exanple, on the
auto line has a target of 40 days. |If they don't, then
they have to report that.

Now, | nmean, in sone ways it does -- it puts
pressure on, but it's a -- it's not a drop-dead
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pressure. It sinply nmeans you haven't nmade your target
date, but you can still go beyond that, and | just
wondered if you had your dates -- what your dates were.

And then seeing a difference between $300 and $10, 000,
do you think there should be a tine difference in terns
of how soon you should be able to settle this?

M5. CHERRY LI SCO Umhum right now, we're
settling cases within about -- the average |I'd say is
about two-and-a-half weeks, the outside is about four
weeks. But the key here is that this is an
asynchronous time process.

So, tinme is sort of a funny thing. A nediator
will log on, read, you know, five m nutes on one case,
wite a nmessage, five mnutes on another case, |eave a
message, and it's the case managenent capability that
really maximzes the nediator's tinme, because we have
nmedi ators who handl e 60 cases at the sane tine. And
then -- but those cases will take -- sone wll settle
within the first couple of days, sone will take two
weeks, two-and-a-half, three, four weeks.

There is a natural closure to people's behavior
in a voluntary nedi ati on process. They just won't keep
goi ng beyond their instinctive wndow of feeling |ike
this is going to solve -- resolve. They give up or
they go start trying sonething else. They file a fraud
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conplaint. They start doing the next |evel of redress.

And | think a fair generalization would be to
say for the ebay-type disputes, that w ndow, is not
beyond that four-week mark. People just are done at
that point wwth a voluntary process. But it's -- it
really varies by people, too.

M5. RODRI GUEZ: Let ne ask the question, going
back to the discussion about baseline standards or
gui del i nes, whatever you want to call them does anyone
have any other thoughts on that and who m ght
pronul gate those and what woul d the best way forward be
in ternms of making sure they're internationally
consi stent?

Do we have a view that stakehol ders should cone
together sort of with the governnents, international
organi zations, sort of there | ooking over the
shoul ders, but are there any other thoughts on that?

MR. RAUER: | thought that -- | think this was
espoused in a prior panel, but |I had sone of these sane
concerns in that you could be dealing with the | owest
common denom nator. \Wenever you're | ooking for
uni versal agreenent, | nean, it's virtually inpossible
to have universal agreenent.

And it's also -- | nean, it's a trenendous
concept, but who conprises that panel that nakes this

For The Record, Inc.

Wal dorf, Maryl and
(301) 870- 8025



© 00 N o o b~ W N kP

N N NN NN R B R R R R R R R
a A W N P O © 00 N O 0o~ N+ O

23

determ nation, because there will be any nunber of
organi zati ons of people who will say | have to have a
say, too, why aren't | the best to make this

determ nation? And therein lies the problem in that
you have maybe al nbst consensus or maybe you have 50
percent consensus and then soneone el se joins the fray,
and then what happens then?

You know, then they won't join up and then
suddenly it's skewed again. Then there will be one
group that wants to follow this nethod, one that wants
to follow this nmethodol ogy, and you're back to where
you started.

And if there is universal agreenent, you nmay
have to go so low, so | ow down where you really do have
this kind of base-base |evel, and then you' ve watered
it down so nmuch that it may not serve the initia
pur pose that you wanted to have in the first place.

MS. RODRI GUEZ: How do you avoid that?

MR. RAUER. | know, it seens |like kind of a
negative attitude towards it. |'mnot saying that
necessarily would happen, but | think it's a potenti al
danger.

MS. RODRI GUEZ: Can you avoid that? You don't
have to answer that.

MR, RAUER. | would be pretty good if | coul d.
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But, | nean, | guess, one of the -- there could be
certain ways that you could, | guess, |essen the chance
of it happening is if you kind of -- there are certain,

| guess, there are certain universal tenets where if
you go -- there could be an understanding where if you
do drop below that, you are pretty nmuch -- it's not
going to be successful, and you can't drop below a
certain level, and if you do, you kind of recognize it,
and you have to step back fromit and kind of start
over again until you have kind of consensus buil di ng
goi ng on there.

So, | guess you could set a certain | evel where
you knew you woul dn't drop, you know, below that. But
then again, it's still kind of circular reasoning, and
then who sets those, nmeaning who sets those m ni mum
standards in the first place.

So, | don't have an easy answer to that.

MR, FENOULHET: | think it al so depends what
sort of |level you set these standards at, and | think
that -- | sense there's a slight m sconception in, you
know, what may be our sort of approach, the approach
that we woul d support in this area. And what we see
is that, in fact, we want to encourage self-regulating
initiatives, such as trust mark schenes, codes of
conduct and ADR And as | said before, we insist on
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maki ng sure that they're together as an overal
package.

And clearly the issue is to | ook at what
governments would find as acceptable forns of
self-regul ation, the ones that are effective and that
can be recogni zed as effective internationally. And
really the sort of criteria that we are | ooking at are
very baseline criteria, things like -- that deal wth
how t he process of a code of conduct is devel oped,
ensuring that all the interests of the parties are
represented in devel opi ng such a code of conduct, that
it's not to the exclusion of certain interests and
favorable to others. And also ensuring that these
sel f-regul ating systens al so include effective
enf orcement nechani sns.

Now, you don't have to go into the detail of
the specifics of the code of conduct. You don't want a
code of codes, if you like, nor do we want to perhaps
prescri be what sort of enforcenent nechani snms need to
be in place. But we need to establish, and | think
that there is a general consensus out there already, as
was just said, there's not really -- we don't see this
as a mgjor issue, because there is a great deal of
consensus anong the different stakehol ders.

And, again, we see, as | say, it's a matter of
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how t hese codes are devel oped, ensuring that they have
effective enforcenent, to what extent |aw enforcenent
authorities or -- there's a legal basis that is able to
l[ink into any enforcenent nmechanismis a matter for

di scussion, and we heard that this afternoon, that this
whol e question of m sleading practices and deceptive
practices, if an organi zation states that they wll
abide by a code or they wll lift a trust mark, if
that's not the case, then obviously sone kind of

nmoni toring needs to take pl ace.

Again, it doesn't -- it won't necessarily be
effective for governnments to be specifically invol ved
in monitoring. | think what we see is very nmuch a
decentral i zed approach in the European Uni on, nenber
states have different approaches to this issue, and |
think for us we would | eave that very nuch to them
whet her it's conbined accreditation authority with the
private sector or in consumer groups or whether there
is sone governnent involvenment or an onbudsman schene
or whatever it may be.

But then we see that there is perhaps sonme need
for oversight of sone sort, but in -- only in certain
cases, of course, where a particular schenme is not
delivering on those principles.

M5. CARBLANC: | would just like to make a
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point wth what you said, because at the gl obal |evel,
it can be only at the level of policy, and it is a sort
of two-step process. And then for inplenmenting the
details or inplenmenting policy principles, it's upto
each country. But at |east you have a comon
remenbrance reference, which is sufficiently sinple to
serve as a global reference, and this is probably where
it is inportant in the context of gl obal networks and
el ectronic commerce to try to have all stakehol ders,

i ncl udi ng governnents, gathering in those areas, in
this fora, and try to find some conmon reference.

M5. CHERRY LI SCO My sense of the guidelines
that we've seen com ng out of Europe, it's very easy
for a conpany |ike SquareTrade to neet those standards,
because they really are about quality, and it's
sonet hing you do naturally as a conpany trying to neet
t hose standards.

| think it's helpful to have definitions and to
try to work together internationally to create common
definitions, because we are starting in a place where
historically the | egal systens have evolved with
different definitions of consuner.

| think those are very interesting points, and
my initial instinct as an Arerican is just to say do
not regulate, let's not try to get together and defi ne,
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it's too hard, | owest common denom nator, but |I'm
excited about the challenge of it, and | think it's
worthwhile to endeavor to try, because even in the
process of doing so, we will at least clarify where we
can't or where the definitions do not neet so that we
at | east have a clear understanding of what the -- what
we' re tal king about.

| think it's definitely a worthwhile process,
you know, whether we end up with one standard, one
policy that we can all agree on, | don't know. |'m an
optimst, and I think we would, and I think it would be
sonet hing we'd be proud of, but certainly trying to get
there would be very interesting and very hel pful for
everybody that's in this field so that we can al
understand the lay of the land in this arena.

MR. MENGE: First of all, at the Small Business
Adm ni stration where I'mfrom we have done a | ot of
econom ¢ studies on the inpact of regul ations upon
smal | busi nesses, and any sort of regulation creates
inefficiencies in the marketplace, and the conpani es
and entities that are nost affected by those are the
smal | er ones, because they have the | east manpower,
| east resources and least ability to overcone those
i nefficiencies.

So, if you are going to add in any sort of
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regul ation or policies that is across the -- that is a
gl obal policy, you will be adding in inefficiencies
into the marketplace at sone |evel, whether they are

| arge, whether they are small, that will depend upon

t he scope of the regul ation.

Any governnent or any sunmit or any
congl oneration that puts together these things, needs
to weigh the benefits and whether those overcone the
detrinents that they would give to the marketpl ace.

Also, it is likely that if you start devel oping
definitions, you're starting to shape the chaos that is
internet, and when you do that, you start giving it
structure, and structure sonetines provides a | ot of
stability, but it also precludes a |ot of change, and
the internet right nowis, you know, in a huge, vast,
fl ux of change. And we have no idea where it's going,
and | don't think anyone in this country really has any
i dea or any other country has any idea where it's
going. But if we start precluding how it can change,
we have no idea how that wll affect its growth and how
it wll eventually end up.

MS. CARBLANC. Just a word to say to that. You
can look at this in a different way in saying that
trying to find, at a global |level, a policy, standards,
W Il reduce uncertainty with nore businesses, but |
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think that the risk for small businesses on line is to
be subject to a lot of different laws, a |ot of
different jurisdictions, because they have no need to
know -- to figure out what it is, what is applicable in
France, in Germany and so on.

| think that it is in the interest of smaller
busi ness and nmedi um busi nesses to have that type of
gl obal | evel reference.

MR MENGE: If it's -- if you're doing that,
you' re adding in ADR, you're adding in another |evel of
di spute resolution, which is adding it on top of what
the jurisdiction that snmall businesses will have to
suffer. You're going to get a lot of suits in court,
whet her you add in a dispute resolution or not, because
you're going to have a | ot of people that say, hey, |
didn't agree to that, I'msuing you in court. And
then you' re going to be packing your bags and going on
a trip around the worl d.

M5. VWELLBERY: | have agreed with everything
you' ve said up to now, because | think -- what | was
sitting here thinking was is this really a solution in
search of a problem | nean, how-- | don't think -- |
don't think it's likely that there's going to be a | ot
of lawsuits for small dollar values across borders,
it's just not likely.
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So, | think for small and nmedi um si zed
busi nesses that there really isn't that nuch
uncertainty for them and | guess, you know, in
business | think another major cultural difference that
| conme upon whenever | engage in these discussions is
we don't consider uncertainty bad. W think that that
contributes to creativity, whereas | think uncertainty
is sonmething that -- and we think it fosters innovation
in the small and nmedi um si zed conpany market, and |
don't think you agree with that.

| mean, what's fostering all this creativity
now | think in the internet is nobody knows where
anything is going, and what they -- and what the
predom nant business nodel that's going to energe is
going to be or whether there will be a nunber of
busi ness nodels. And, so, that's what's got everybody
running mad at this point. And once that's resol ved,
t hen people will stop running as nuch and stop being as
creative.

MS. KESSEDJI AN. Barbara, the experience |'ve
got, surfing the internet to actually see how
busi nesses do deal wth trans-national -- potenti al
trans-national custoners, |'m based in Europe, and |'ve
been repeatedly going into sites of Canadi an, Anmerican
conpani es and so on and so forth.
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As soon as | put an address in Europe, you

know, as a potential, you know, contractor, the answer

that | get is, sorry, we don't serve -- we don't
deliver in those countries, because there is -- and |
cone back to Ann's point. There is a -- thereis --

it's not so much uncertainty, but there is a fear that
because they don't understand the rules that may apply
to delivery to custoners based in Europe, they are
sinply not going to take the risk.

Now, if we are tal king about the incentives we
should give to businesses to actually go and transact
internationally, we have to deal with that type of
fear, and this has to do with conflict of |laws, and so
| conme back to Ann's point and your answer.

| think if we have -- the thing that | have in
mnd is the followng: If we get a conpany who has a
website and has a seal, a trust seal, it will actually
all ow that conpany to not apply whatever |aw may be
applicable in absence of the trust seal.

Now, when | say that, in consuner areas, the
consuners are not quite happy wth, you know, this type
of idea, but | think if the trust seal business is
going to work for trans-national deals, it has to be an
ei ther/or.

| f you have a trust seal, then you forget about
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applicable law. This is the -- the basic rules are in
the trust seal. You are giving the warranties, you are
gi ving the basic needs of the consuner, you are
protecting the consuner in a way that is satisfactory
and that, you know, nobst busi nesses can deal, perhaps
within ADI, | don't know at this stage, and this wll
have to be thought through, and whether or not we
shoul d propose that within the trust seal. But
that's the type of idea that I, you know, I'mtrying to
t hi nk about and, you know, bring to the people to think
about .

Again, there is a reluctance -- | nean, |
mentioned this very idea in Geneva in our round table
on e-commerce and private international |aw, and the
people fromthe BUC, which is the European Consuner
Associ ation, which are al so representing Consuner
International in Europe, cane to ne and said, Wll, we
are not so sure we |ike that.

But once we started dealing with these ideas --
and again, it all inny viewwl| depend on what we put
within the trust seal and within the basic principles
-- if it is enough to protect the consuners over the
internet -- and, again, the consunmer over the internet
is not the consuner at the boutique. It's a different
one. We have also to think about that.
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M5. RODRI GUEZ: You had a response?

MR. FENOULHET: Yeah, | think it's also a
guestion of responsibility here, because we all want
the internet to function, and, of course, the different
st akehol ders i nvol ved have different incentives to do
that. And, in particular, if you | ook at businesses
thensel ves, it really is in their interest, those who
are going to invest substantial suns of noney and tine
and effort in devel oping these systens and in
devel oping the effective systens, and certainly the
reput abl e conpanies that are in the magjority who are
going to abide by codes of conduct and inplenment trust
mar k schenes do not want this whole -- this whole
structure of confidence that they're creating to be
underm ned by those few who are going to devel op
fraudul ent systens or ineffective or poor policy
ones.

And that is the reasoning behind our viewthat,
i ndeed, we do need to introduce a degree of certainty,
not only for consuners but also for businesses, and it
is they who are telling us that they need this, and
it's not a question of preventing conpetition between
these different systens.

On the contrary, what we want to do is perhaps
devel op a basel i ne above and beyond whi ch conpetition
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can take place and that there will be choice anong the
di fferent schenes.

And the other point, of course, is that as we
-- we may say this was the flavor of the day this
nmor ni ng when Comm ssi oner Thonpson said that there
woul d not be one size fits all, and the thing is that
wi th such baseline principles, of course, one is not
going to prevent different schemes developing to
respond to different requirenents in different sectors.
It's sinply to ensure that those who are in that
mar ket pl ace will be -- in a way have sone sort of
reward for the efforts they are going to be putting
intoit.

M5. RODRI GUEZ: So, you think you can establish
baselines that are neaningful but yet allow for a
pl et hora of other nodels for different kinds of
transactions -- cross-border, et cetera?

M5. VWELLBERY: | guess |'ve been sitting here
t hi nki ng about this, and | really do think that | --
goi ng back to the point that Lorraine nmade, | think you
wind up with the | owest common denom nator rather than
hi gh a standard.

And what | was thinking about was the
devel opment of the catalog or distant sales in the
U S., which | guess is nore than catal og, but when
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catalogs first started here, | don't renenber how

many years ago it was, there were not what we call 800
nunbers. You had to pay to call to a catalog to order
and you had to pay to have the things shipped back if
you didn't like it.

(Brief interruption -- group conments/
| aughter.)

M5. WELLBERY: Catalog sales -- and it was hard
to get your noney back if you ordered sonething and you
didn't like it or it didn't fit or it wasn't what you
t hought you were going to get when you sent it -- when
it arrived. And over a not very long -- over a
relatively short period of tinme, all catal og conpani es,
certainly that | deal with at this point, set up 800
nunbers, so you'd never have to pay to call them They
are now all open -- they all can be called 24 hours a
day, seven days a week, which wasn't the case when they
started out, and all the nmmjor catal og conpanies take
-- do this noney-back guarantee prom se where you can
return anything, any tinme, regardless of, you know, how
Il ong you've had it, and there are jokes about it nowin
the U S

And, so, the market has cone up with this
wonder ful way of overcom ng the concerns that people
had about doing distant buying. And | just think the
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sanme kind of thing could very well evolve on the
internet. And if we had set out to conme up with rules,
we woul d not have conme up with those rules, | don't

t hi nk, because those aren't the rules that operate in
the regular market, in the offline or person-to-person
mar ket pl ace.

MS. BRENNAN:. But, Barbara, | have no probl em
going onto the website and buyi ng sonet hing from Nei man
Marcus or a conpany | recognize. |I'mvery reluctant to
go to a website in Peru and order sone sweaters,
because | have no confidence --

M5. VELLBERY: But -- okay -- think back to
catalog sales. | nean, | used to be reluctant to buy
t hrough catal ogs, and so the first few things | bought,
at least, were relatively small purchases, and then you
devel op confidence in the vendors, and --

M5. BRENNAN: There is no | anguage difficulty
there, there isn't a cultural difference. It seens to
me it becones different when you take it out to another
country. You |lose the security. | know that | can
conpl ain against a business in the United States. |
can go to the Attorney General. | can go to the Better
Busi ness Bureau. What do | do if | don't get ny
Peruvi an sweat ers?

It's a different -- | feel sort of |ost.
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mean, this is an actual -- ny life experience. | don't
order internationally yet, because -- unless |I'musing
a credit card, | don't have confidence.

M5. VELLBERY: See, | have, | nean, |'ve
ordered china fromthe U K years ago and did it by
t el ephone --

M5. BRENNAN:. On the internet?

M5. VELLBERY: By tel ephone, but what's the
di fference?

M5. GUNN.  You can actually talk to a person on
the other end. You are not doing that on an internet
transaction. You have no --

M5. CHERRY LISCO | think there are two
different actual levels of standards that we're tal king
about, and ny sense of Catherine is that she's actually
tal ki ng about a standard of |law that -- not so much
defining the baseline business practice, |ike everybody
here nust have a 1-800 nunber and be there 24/7, but
that there's a rule of law that's defined by the
international community at sone level that really is
about disclosure and having a system of disclosing what
the Peruvian | aw -- what woul d happen and what woul d
happen if you needed to return the sweater, and just
havi ng easy access to that information m ght change
your mnd on how confortable you are.
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M5. VWELLBERY: |Is that all you're talking
about, is just --

M5. KESSEDJI AN:  Not exactly. There is a
little bit of that, but there is also what Barbara
descri bes as the best business practices that could be
gl obalized. And ny question to you, Barbara, is how do
you explain that those U S. corporations that are
giving that kind of service to their custonmers hesitate
to actually deal with nme because | am | ocated outside,
al t hough our own catal og conpanies in Europe do exactly
t he same?

M5. WELLBERY: Do you know if that's the reason
why they don't --

M5. KESSEDJI AN:  No, | don't know. It's a
guestion |I'm aski ng.

M5. VELLBERY: No, no, but do you know if the
reason that they're refusing to deal wth you has to do
with the --

M5. KESSEDJI AN: Wth ny address. |Imrediately
when | --

M5. VELLBERY: Maybe it could be -- they could
say, you know, they guarantee delivery within ten days
and they can't guarantee delivery to you, for instance,
in ten days.

MS. KESSEDJI AN. No, UPS, Federal Express, 24
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hours, and I"'mready to pay. | have been an attorney
for Alcatel in France, disclosing conflict of interest,
and Al catel has started an internet tel ephone for those
digits, you know, if I lose ny little thing in ny ear,

| can have, through Federal Express, from Al catel, from
France, exactly the thing that | need for ny tel ephone,
all over the world, wherever | am just because | can
choose -- of course, |I'mpaying for the service, but I
can choose the way and the neans of delivery when |'m
punching into the conputer to buy the product.

So, | don't understand why those conpani es who
have devel oped this very sophisticated custonmer service
are reluctant to sell outside their own jurisdiction,
and that may be because they ignore or they don't know,
you know, how they are going to --

M5. ROSENTHAL: No, it's a Custons situation
soneti mes, because they don't know how the rul es apply
to the anobunt of things that you are buying and the
kind of things that you are buying.

M5. KESSEDJI AN:  So, it pertains to the Custons
deci si on- maki ng, what you say. Wen you send sonet hi ng
fromhere, you have to sign a personal paper that says
what is inside, how nmuch it costs and what is the kind
of article that you' re sending, and there are sone
things that are no-no, but they can verify that by
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openi ng each parcel that is sent fromU S. to Bel gium

MS. ROSENTHAL: The conpanies that participated
in the FTC s workshop | ast year did say that in
addition to the custons issue the uncertainty about the
applicable | aw and choice of forumis one of the
driving factors that's |leading themto not do business
wi th consuners all over the world.

| think there m ght be many other issues, but I
think that's sonmething that they have acknow edged as
one of the issues that's notivating [imtation on
availability.

M5. KESSEDJIAN:  And this is why ny idea of
having a trust that will replace the law, that says if
you obey by those rules, which are the baselines, then
they are -- but that should be done through an
international, you know, |ike the --

M5. ROSENTHAL: | think -- | just want to say
that sonmething that's inportant there, you know, over
time that m ght be sonething that we could do once we
see that these types of codes work in practice and have
the effect of protecting consuners, and | think one of
t he | audabl e things about the e-commerce group's
proposal in their jurisdiction statenent, they hope
that that will soneday happen, but they acknow edge
that especially governnments need the confort that over
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time these principles are put in practice and do have
the effect of protecting consuners.

M5. WELLBERY: So, | think that's a |audable
goal and one that sonehow we shoul d be working toward,
but I think we also need to be realistic that it's
going to take us a long tine to get there. And in the
meanwhi |l e, we need to have these private sector codes,
because | think also these private sector codes w ||
result in trial and error, and we'll see -- it wll
help us ultimately to come to the great consensus.

MS. KESSEDJI AN:  You know, the Africans say,
you know, you have to | ook at the stars, but don't
forget there is a gutter there. So, we have to do both
things at the same tine.

MS. WELLBERY: | think that's a G eek saying.

M5. KESSEDJI AN:  Who knows?

(Goup | aughter.)

MR COLE: Well, | want to put sonething in
perspective here, since | work with a |ot of smal
conpani es or have up until a few nonths ago, but the
thing is, I nmean, the thrust of what we're trying to do
here is to stinulate demand from custoners, and if we
do that, | think the businesses will respond, because |
have done sone of the sane research that you did, and,
you know, Land's End and sone ot her pro-consuner
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sellers here in the U S. just automatically don't sel
overseas. |'ve watched that, too.

But | think if the demand goes up, then U S. as
wel | as other conpanies will respond to that, and it
ki nd of gets us back to having our custoners, you know,
feel -- in the U S and el sewhere, feel nore secure for
using the internet even for sales here in the United
States. | think that sales in the United States or in
Europe -- in other words, if your sales go up, then

more in the formof international sales.

| mean, it still goes back to the issue, like a
| ot of people are still concerned about giving their
credit card over the tel ephone. | think we kind of

have to get back to these basics that if we nmake our
consuner nore secure just to use the internet for

sales, there are other -- other parts will follow And
i ke what you're saying in terns of expansion of
catal og sal es, as people becone nore used to it, they
will -- it wll create its own denmand.

MR, MENGE: Just -- | actually wanted to
respond to that, but | have a little ganch that |
wanted to go down. We did sone research on exporting
by small businesses, and a ot of that is over
el ectronic commerce. W found out that you actually
have to have a certain |level of sophistication to even
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know that there are export controls.

Some of the econom c research and surveys that
we did, the three primary responses from nost of the
m cr o- busi nesses, one to five enployees, in the United
St ates, when di scussing about, you know, there are
regul ations invol ving exporting to other countries was,
Huh? Wsat's that? And is that bad?

M5. BRENNAN. Does it bite?

(Goup | aughter.)

MR. MENGE: Most of these people essentially
get an order, and they say, Wwoa, | got a sale, walk
down to the Post O fice, slap the box on the desk, say
| want to send this, and they say you have to fill out
this form and they do so. And it happens to be the
custons form but they really have no idea exactly what
it is, because they don't have any practice at doing
it.

| conpletely agree with what you said earlier
and al so Ann's point about ADR, that it is a benefit to
smal | businesses. [|'mjust kind of |eaning towards
vol untary, because | think they'Il do it voluntarily.
When you're a small business, you don't have a brand,
no one knows who you are, and you don't have to be
| ocated in Peru to essentially have peopl e suspi ci ous
of you.
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(Goup | aughter.)

MR. MENGE: You can be in Omha, you can be in
M nneapolis, you can be in -- so, essentially there are
-- they're trying to build trust, and one of the ways
that they can build trust is through the plethora of
little trust seals on their site, but also they want to
make the custonmer feel that they can be trusted and to
order fromthem and I'mkind of nervous or -- |'m not
entirely sure | agree with the cormment that it's going
to be a race to the bottomto see who's going to do
what's best for the seller and not the consuner.

That m ght not be the case with the snal
busi nesses, because they don't really have a whole | ot
to offer that the big conpany can't. So, they're going
to offer what they can, and what that m ght be is,
well, we'll waive sone of our rights, we'll go to you
we wll provide a lot nore of the benefits to you,
trying to nmake a -- trying to find their niche, trying
to get into the market.

| think the voluntary ADR and SquareTrade's
busi ness plan and all of their conpetitors -- if you
don't have any conpetitors, you are going to have a
heck of a |lot of them soon.

MS. CHERRY LI SCO After today.

M5. VELLBERY: If you wouldn't draw the |ine at
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$10,000, is there a dollar point -- | nean, you said
dol | ar points were not very hel pful, but --

M5. CHERRY LI SCO \Wiich are -- you nean to
provi de a mandatory --

M5. VWELLBERY: Well, to just sort of feel the
processes that you would be recomrendi ng or you woul d
be devel oping are different.

M5. CHERRY LISCO | think you always want to
offer a voluntary -- a settlenment process, a nediation
or conciliation type process as the first step, because
| think to the extent people have resolution in that
arena, they're just going to be -- they're going to
keep on buying. They're happy people. [If that's your
goal, to foster commerce, that's the people you want,
and so you want to build in incentives in that area.

| think it's foolhardy to al so avoid not
buil ding a binding alternative. How you exactly design
it, | don't see any reason as a conpany -- once you've
built the system once you've trained the arbitrators,
set a body of |aw, have rules of procedure and have
done all the work that is required to do that right,
why not make it available to anybody? They just have
the issue of cost, and you nmake it avail able, and
peopl e choose it when it's cost-effective.

MS. KESSEDJI AN.  Could | say sonet hi ng about
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the cost? There are two things that I'd |ike to say:

First of all, the cost for the consuner. Mbst
of the systens that | know, of course, in the banking
and insurance industry in the UK and Ireland are free
for the consuner. They are paid through, you know, a
schenme that is controlled by the governnment or
i ndependent bodi es.

Now, one thing that |'ve been hearing as a
potential problemwith a systemthat is conpletely free
for the consuner is that it does not prevent abuses,
and therefore, you will have all kinds of people who
actually don't have a legitimate claimbut wll go
there just because it's free.

Now, let's think the reverse, and let's think
about a systemthat says it's free -- the insurance is
free; however, if you are found at the end of the
process that it was illegitimte, you have to post sone
kind of a bond or sonething that you can put your
credit card nunber or sonething. So that if you are
found bei ng an abusive litigant, you know, abusive of
the litigant that is free for you, then you get a fine
or sonething. | nean, | don't know, it's, again, one
i dea that we could discuss.

The second aspect for the cost is the cost for
the smal | businesses, conme back to this. Now, ny
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guestion there is as follows: Internet has the beauty
of lowering entrances into the market to al nost
nothing. Again, | take -- | take again this exanple of
this individual multi-national, an individual, you and
me, in our bathroom we can, with a conputer link to
the internet, start selling products all over the
world. We are nulti-national, one person, okay?

Now, this is very |low cost, and because it is
very |l ow cost and because it is -- it is a corporation
or -- sorry, a business that woul d never have been able
to actually go into business before, there is an
additional small cost that can be then built into the
busi ness plan for ADR, trust seals, insurance things,
which is not going to higher the cost of the product or
the service so nuch that it will not -- it would be a
barrier to entrance into the market, because again, the
costs -- the initial cost is so | ow

And we have to -- | think we have to build a
systemthat wll nmake these available to snal
busi nesses, very small businesses. But | think the

internet allows that.

M5. BRENNAN: |'m curious why you think there's
going to be abuse of the system | just --
MS. KESSEDJIAN. | don't know, |'ve been told

t hat .
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M5. BRENNAN:. | just don't see that happeni ng.
| nmean, you know, if it's a consuner transaction, you
ei ther want your noney back, you want the repl acenent
of a good or you want -- you don't want -- it's not
i ke a personal injury claimwhere you can, you know,
retire if you get a good settlenment. It has to be --

MS. CARBLANC. But private sector people said
that they fear that's what | heard on one of the panels

M5. RODRI GUEZ: There is sone fear, yes.

M5. CARBLANC:. -- people fromthe Anerican
private sector said if they are going to be paid by
busi ness and consuners --

M5. KESSEDJIAN:  It's not something | actually
t hink --

(Multiple speakers tal king at once.)

M5. BRENNAN. Ckay -- okay -- | was curious
where that cane from

M5. CHERRY LI SCO Before we turned on the
switch, we were all worried. W had no idea of vol une.
W didn't really know what woul d happen, and the
service is free to ebay users. So, there is no barrier
to filing a conplaint with SquareTrade right now, and
so we all panicked, especially on ny end, where we have
to provide a nediator for each of these, right?
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But, you know, people for the nost part only
take the tinme and sit there and conpl ain when they have
sonething they' re upset about, and it really hasn't
been a problemthat --

M5. KESSEDJIAN: | think we have to build a
systemw th that kind of concern in mnd, we can't
conpletely forget about it.

M5. CHERRY LISCO It's not a panic. | nean,
what happens is there's a few small nunber of people
who are essentially people with sonme kind of disability
or disorder that nakes themenotionally need to be
there in this systemgetting heard over and over and
over again. There are just a few nunber of people, and
they're straining every custoner service systemthat
any business had, they strain every court system

M5. VELLBERY: That's why, you know, a | ot of
health insurance, at least inthe U S., you pay sort of
a co-paynent of $10, $12, which is in a way nom nal,
but you are not going to keep doing it every day unless
you have a real reason to go to the doctor, and it
seens to nme you can easily deal --

M5. CHERRY LISCO Wth a small filing fee.
Yeah, then we're starting a small filing fee, but --
and it's for this -- this only reason, it just weeds
out this extrene behavior. But for anybody who is at
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all upset, it's such a small fee that they would
continue to proceed.

MR. RAUER. Not related to cost but really
touchi ng upon an earlier point, alot of this is also
-- you can avoid a |l ot of these problens by really
havi ng kind of a graded procedure and not having
unnecessary escalation. And in a |lot of cases, we
actual ly have a very popul ar program wherei n busi nesses
-- a nunber of conpanies, | should stress, precommt to
ADR with the Better Business Bureau where in the
initial step we use a negoti ation.

They conme to us with a conplaint, and if
they're participating in this particular program we
woul d send them back to a designated conpl ai nt handl er
at the conpany for negotiation between that conplaint
handl er and the consuner, really w thout the
third-party neutral being invol ved.

Then if that's unsuccessful, they are
instructed to recontact us if they so choose, and then
we start the nediation procedure. |If that's not
successful, then they woul d have the option.

So, with the consunmer's option to opt in -- the
business is bound by it -- the consuner is given the
option to go to arbitration. And they are told that if
it goes to arbitration, it's a binding decision on both

For The Record, Inc.

Wal dorf, Maryl and
(301) 870- 8025



© 00 N o o b~ W N kP

N N NN NN R B R R R R R R R
a A W N P O © 00 N O 0o~ N+ O

52

parties. But you don't unnecessarily escalate it when
you really don't have to, and a | ot of these cases can
be resol ved at the negotiation or conciliation or
facilitation |evel.

And then if it gets to nediation, the vast
majority of cases will be resolved right at nediation
and not go to arbitration.

So, not even just comenting to us, but if you
have any organi zation that may have an escal ati ng cost,
if it goes to arbitration or nediation or sonething
bel ow that, then you could really renove a | ot of that
-- alot of the concern there, if you can resolve those
and have those steps before even getting to arbitrate
inthe first place, and that can |l ead to an overal
| esseni ng of costs.

M5. BRENNAN: | think that's an Anerican nodel
and |'d be curious to hear what our European coll eagues
have to say about that, because | don't think nediation
is nearly as commonpl ace in Europe as it is in the
United States, and | don't think -- maybe I'm wrong,
but I don't think there's the confidence in mediation
that we have in the United States. | think there's a
very different perception, and | would just be curious
to see what you think

M5. CARBLANC:. | could answer for France,
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because --

MS. BRENNAN:  Just France or --

M5. CHERRY LI SCO Al French-speaking nations
or just France?

(Goup | aughter.)

M5. CARBLANC. | am-- |'msorry about that,
but | thought maybe you woul d have nore information
about other countries. But in France in particular, it
is a tendency, a very clear tendency to try to
encourage all situations which would be nediated in
many, many fields, because the courts are in such a
difficult situation to deal with increasing anounts of
cases that, in fact, even the judges or the prosecutors
are pushed. Even for crimnal defenses, you have the
pl ea bargaining, we don't have this. But there's a
clear trend of trying to provide all these cases to go
to the court.

M5. BRENNAN. These are all donmestic issues
t hough, right?

M5. CARBLANC. Yes, on donestic issues, and it
is minly offline in a variety of areas. But | think
it islike the Mnute Mtel (phonetic), it could be
transposed probably online w thout too many
difficulties in terns of cultural, just because people
can understand that it's good to nediate, to find a
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solution, rather than go to court.

MS. BRENNAN. But as an Anmerican you m ght be
willing to nediate wwthin a systemthat you know and
trust. As a French person, would you want to be pulled
into a systemwhere you' re nediating with a foreign
party and you don't know what to expect?

M5. CARBLANC. But this is why I go back to the
-- | think that all stakehol ders, as soon as they want
really to make commerce at the global |evel, which
doesn't seemto be the case. |If you have Anerican
conpani es having a website open to the world, to the
entire world, and not delivering to a European citizen,
it's a part of the market which they won't have.

So, if they really want to sell -- well, right,
sanme thing for the European conpanies in response to
selling not only to the U S., but everywhere, it's --
it will obligatorily go through an international
process, a nore global process, so that you will have a
sort of systemw th different steps, different |evels.

St akehol ders need to knit consuners and
busi nesses and governnents, try to find references,
common references, which would be sinple. And then at
the national level, it should be reinforced,

i npl enented, and then you will have confi dence.
In Europe, | don't know, but in France, people
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trust the governnment, as we know, mainly.

(Goup | aughter.)

M5. CARBLANC. This is very different for you
but as soon as -- there would be that construction,
don't think that French citizens would fear buying
sonet hi ng abroad. Maybe the | anguage would still be a
problem but with young generations in the future, it
won't be. No, I'mkidding, but I think this
construction wll help really to have a foster
gl obal - el ectroni ¢ conmerce.

M5. BRENNAN:  Well, it hasn't translated into
the comercial dispute -- internationally. There are
very few international nediations with the big
providers, and that's why |'m curi ous. | know that it
wor ks domestically, |'mjust curious why people think
it's going to work --

M5. CARBLANC. There is a lot of test,
additional testing of --

M5. CHERRY LISCO And that's even in the cases
we' ve had, nediation --

M5. BRENNAN:  Yeah, but you're tal king about
ebay and you're al so tal ki ng about a very
particul ari zed market.

M5. CHERRY LISCO But that's true on the
internet. Don't forget, your internet population is a
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sel f-sel ecti ng popul ati on.

M5. BRENNAN. But with ebay you have a feedback
mechani sm for favorable and unfavorable. There is a
real notivation by the sellers and the buyers to
cooperate --

M5. CHERRY LI SCO But you have it in your seal
pr ogr am

MS. BRENNAN. Yes, but that's assum ng you have
a seal program

M5. RODRIGUEZ: Could I just -- | just wanted
to touch on one last thing before we break up, because
we only have another mnute or two, and that's the
char ge- backs i ssue, because it's part of the
hypot hetical, and I don't know if that's the nost
appropriate topic here with this group, but how do
peopl e feel about charge-backs and are they a dispute-
resolution nmechanisn? |Is it fair to | ook at themthat
way internationally or even donmestically?

M5. KESSEDJI AN:  It's good prevention,
avoi dance. | think it would be wonderful.

MS. VWELLBERY: It often resolves the disputes.
There can be a dispute and it can resolve it as well.

M5. FEMENIA: |If you |l ook only at the val ue of
the dispute, yes, the charge-back is going to solve it,
because it restores the noney where it canme from But

For The Record, Inc.

Wal dorf, Maryl and
(301) 870- 8025



© 00 N o o b~ W N kP

N N NN NN R B R R R R R R R
a A W N P O © 00 N O 0o~ N+ O

57

internationally, it is not restored, so | don't think
t hat peopl e, depending on where they are, are they
going to be so happy only receiving the noney back.

M5. RODRI GUEZ: Right.

M5. CHERRY LISCO | nean, | would say about 80
percent of our disputes it wouldn't work.

M5. CARBLANC. Well, it is useful, of course,
in specific cases, and probably conplinmentary between
t he various --

M5. FEMENI A:  Yes, the security, the warranty,
what ever happens, the noney will be back if the
transaction fails.

MS. KESSEDJI AN Wy do you make a difference
between credit and debit card?

M5. WELLBERY: It's historical, because the
| egislation was witten in ternms of credit cards,
because there weren't debit cards at the tinme. There
is no legitimte rational reason for it.

M5. PANTELOURI: No, just on the question of
char ge- backs, charge-back works in two ways. One is
that they give confidence to consuners if they are
ready to risk perhaps a hi gher val ue purchase than they
m ght otherwise do. It's also an incentive to
encourage -- for business to encourage good business
practice, because they knowit's likely to lead to a
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noney- back solution nore easily, but it's -- it's
sonething that we are particularly keen to encourage in
Eur ope.

At the nmonent, the situation wth charge-backs
is extrenely pactry (phonetic). The char ge- back
systemis very simlar to those in the U S. and exi st
in the UK and, | think, also in Ireland but nowhere
el se in Europe. And there's a very -- one of the
reasons is that in the mainland Europe, there are nore
debit cards than -- and charge cards rather than credit
cards, as such, and the argunent is that it doesn't pay
to do so.

But, | nmean, your experience shows that that
isn't the case and that, in fact, charge-backs have
becone selling points, and the better the quality of
t he charge-back system the -- you know, the nore you

M5. VELLBERY: But | just wanted to amend a
l[ittle bit what | said to Catherine, that the
| egislation was witten in ternms of charge cards and
not in terms of debit cards, but the charge card/debit
card folks who tend to be the sane do not want to
extend it to debit cards, so it nust be an expensive --

M5. PANTELOURI: But they do use it in
practice. It may not be in legislation, but they do
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use it in practice in using it as a selling point.
MR RAUER. | think it's a conmponent but not
the answer unto itself.
M5. CARBLANC. And it shouldn't be.
MS. VELLBERY: Gkay, thanks to everybody.

(Wher eupon, the breakout session concl uded.)
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