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Trade Friction Points — Measuring Contractual Ecosystems

Sally Guyer, Global Chief Executive Officer, World Commerce & Contracting
Adrian Furner, Fellow & Executive in Residence, World Commerce & Contracting
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3 Today’s Agenda

= 15:00 - 15:05 Chairman’s Introduction
= 15:05-15:25 Keynote Presentation — Sally Guyer, Adrian Furner
m 15:25-15:45 Question & Answer



3 Today’s Speakers

Sally Guyer Adrian Furner
Global Chief Executive Officer  Fellow & Executive in Residence
World Commerce & World Commerce & Contracting

Contracting
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Agenda

* Introduction & background
* Friction points & their importance

« A comparison of 3 different accommodation booking platforms

c World Commerce
&Contracting




The EU Economy as an Ecosystem of
Contracts - background to the project

o

=t .

Demonstrate how an innovative approach that can be used both for reporting the
European economy as an ecosystem of contracts and as an actual way
to describe the connection between the legal and accounting world, basically

a boundary object between the two worlds.

» First feasibility study started in 2019 with the report in published in 2020

« Second feasibility study initiated mid-2020 with the report published in 2021
with a preface by Salla Saastamoinen, Acting Director-General for Justice and
Consumers and sponsored by Harald Stieber, Senior Economist at European

Commission £
« A European Commission funded collaboration between m TR
@exrade TTrakti ©lememy= #31C -
|

c World Commerce
& Contracting




What is the issue with MEASURING the Economy?

New trends emerging

DEE o — -] -

Does GDP tell the whole economic
story?
— W TR FIos s T PRE MR

_ _ When mtasurinf; the economy,
* Static Representation numbers are no longer good enough
e Data reflecting standards Goods and Service trade v

e Not capturing welfare gains from innovative services

e Dynamic Representation

e Servification and digitalisation of services
* Tokenization of Assets and resources

e New and more data types (API Traffic)

WWW e New Economic indicators
Platforms Future e Real time monitoring

App Economy e Better policies and impact assessment
Servitisation

c World Commerce
& Contracting




Contracts are “Boundary Objects”

"...“contracts” are foundational artefacts for the structuring and

“Aboundary object is any object that is part of organisation of our world..." (Nobel Prize Awarding Committee)

multiple social worlds and facilitates
communication between them.”

"Contract economics is about understanding the cost of
contract creation, the financial impacts of risk allocation and
acceptance, managing the operational costs associated with
contract performance, identifying friction points throughout the
contract lifecycle and tackling the sources of contract value
erosion."

Susan Leigh Star and James Griesemer 1989

https://www.worldcc.com/Resources/Content-Hub/View/Articleld/10006/Faster-Contracts-Better-

Contracts

Arstacts documents and parhaps even
vocabulary that can help pecpie Fom afferent
communiios Dudd @ shared understanding
Boundary otyects wil be intorpreted differently &
ihe Offerant communtes, and i is an
acknowledgement and dsousson of these
Offorances hat enables o shared undersianang
10 be formed

F o Gomrnasd Frnatar Covtus Vov LG ong Lussung & Desmge L33y
muc—.-u—--—-.nc..--—- Ureverairy of Cotoveso Bosider w09 (106 05« ohor i adhe ~ peard may

c World Commerce
& Contracting



https://www.worldcc.com/Resources/Content-Hub/View/ArticleId/10006/Faster-Contracts-Better-Contracts

Discovering the "Intangible side of the economy"”
via Contracts

Relational
) b Coe
Standard  |_____ 8
Ciause | llagping > | .
Growps | "thma. T
- I
Other | N Lenoh
community & ”@'
tandards | ’ o mm'-i— a
s niract
Other private |y
standards J Mapging
— Relasonal
Note: Value Is not solely A Ecosystem | .. Adjusted
the Snancial value of the Information |1 N Contract Value
contract but can include architectures m 4 )
socetal v::esasagreod ‘;";"""—;' lednoss c:":“‘ X0 XA
between the parties Coefficient ue
Level of K, Tradtional
digitisation | [NPREN> - B-anal 11
‘ - Non-cigital ‘
Nature of | QRN \ intemal |
Rogulation [w platiorm
? M sided | »
| Mapping Piatiorm

Ecosystem _L_A"®

WHAT'S THE IMPACT OF VELOCITY ON THE VALUE GENERATED FROM A CONTRACT?

c World Commerce
& Contracting




Friction and the Contracting Process

FRICTION POINTS ARE ACTIVITIES IN THE CONTRACTING LIFECYCLE
AFFECTING ITS VELOCITY
Approve Megotiate Manage Close -
\simontats @ SENST

points’ in the
i
Individually and collectively friction
points
they add and erode value to

events where
the outcomes

resistance

QECLTS,
causing delay
and potential

cost.

Source: Faster Contracts. Better Contracts Report,
World Commerce & Contracting, January 2021

PEMN
TRUST
ABRIC

c World Commerce
& Contracting



Simplicity in a complex world

f Analyse final \
contscouner [ spreerentns M oo oo
identified / appointed produce a contract :
. internal systems
summary as reqU|red

) ) ... \
« Buy-side & sell-side activities

communicate to governance DTOCESS/
—

« Nature & complexity of ‘the trade’ e o
* Nature of the relationship

m===E2" ==

Phase & Close out J

- - - - - - - Phase 3; Negotiation (buyer / Fhase 4; Implementation termanation [
Phase 2; Assembly and approval by buyer  ¥01187) Mitigate by the use of for buyer Phase 5: Performance  renewal for buyer
=EEE TR R e 4
Phase 1: Bvaluation by buyer Phase 1 - Phase 2 - Phase 3 - Phase 4 - Phase 5 - Fhase 6=
Evaluaticn Aszembly  Megotiation Implementation Performance Close-out

p

\ erses B
P 1= Balusiion by suppliar “."'—'—. Mr:l.amus arwd s::;;: pnm B: Cloge out f

- “ n n Prase 2: Assemialy and Phase 3: Negotiate and Phase & Implementaiion Lermiration | renewal
Approval by supplier Approwal by supplier For upeler fes supplier

c World Commerce
&Contracting




The impact of platforms on the contracting lifecycle

Phase 1 - Phase 2 = Phase 3 - Phase 4 - Phase 5 - Phase G-
Evaluation Assembly  Megotiation Implementation Performance Close-out

The
insertion

of a
platform

The Platforms can be digital
impact and non-digital (e.g.

of a framework agreements)
platform

c World Commerce
& Contracting




Case study 1.
three differing accommodation booking platform models

Example: Platform model:
Global Acts as the primary reservation platform
infomediary @ Cllrbnb * End-to-end in.tetgrati.on and control of the user experience to reduce friction points
* End-to-end digitisation — data capture, flow and use
Revenue Mkt Cap./Value + End-to-end self-service by hosts and guests
~$5Bn $120Bn*! * More recently the option to use a connectivity solution or a channel manager
. Acts as a primary reservation platform or a reservation channel when used with a ‘connectivity
_ G|0ba_| 4 E}{pedlﬂ' solution’ to connect to your primary reservation platform
intermediary + Platform acts as an integrator of other platforms and connections
Revenue Mkt Cap./Value . . . . . .
* Less alignment and consistency of commercial offerings with user requirements
~$12Bn $20Bn*1

Acts as a primary reservation platform and a ‘connectivity solution’ to other reservation channels
» Digital portal on a traditional ‘back-end’
* Much of the activity takes place around and/or off-platform

Local
intermediary

Revenue Mkt Cap./Value
~$0.14Bn*? $1.3Bn*3

Aims:

» Compare three alternative platform models

» Test applicability of the friction point model

* Understand the role, and impact of, and interaction between the:

Relationship

*1Based on Feb 2021 data Platform design & user experience
*22019 revenue of parent company Contract & terms

Awaze Vacation Rentals Ltd
*3 Based on reported sale price in 2018

Friction points and velocity of transaction C Egrldtcnr:"_lm&rce
ontracting




Analysis part 1 — mapping the infomediary platform

Airbnb Process Map (Simplified)

Opportunity Master Contract Executive Contract Delivery Close out & renewal
Discovery Signature Signature

Platform onboarding /

Contract construction,

Requirements Delivery ! Close-out

I I I
1 :I :I :I 1
1 1 1 1 1
. definition & i: access rights i: negotiation & agreement i: E: (thusted Feedba;k & |
i selection :i (Trusted Community) :i (Bargaining) :i :E Dispute Resolution) i
Discover ! ! ! !
. oo i ! ! |
. :: Host N Host ID 4-:_’ Asset & Rights L Booking _:; Pre-Arrival | - Post-Stay .
| :: Registration Verification | | Configuration Accepted N Activities | : Activities |
| ! i ! ! |
: ! ! ! ! :
1 1 1 1 1 1
! ! /! I Check-in / Stay/ | !
1 1 T
! i ) ' :: Check-out | !
: Pl toedn " ! ! :
1 | ! hl ] 1
! Search :: o v N :: :
i ' Guest | Guestip i _ Book N :i .| Post-Stay i
! i"| Registration " Verification |1 ! - ! :: - Activities !
1 1 1 1
: ! I ! ! :
| n h I f |
1 1 Y 1 1
| I H p B . |
| I ID il " Pavment Processor i Resolution |
1 1 1 1 1
! :: Verification || ! :: y :E Centre !
1 1 1 1
| I o B i |
1 | ! hl ] 1
e e e e e e e e e e = = e e e e e e e e e e e e e e e e e e == e e e e e e e e e e e e e e e e, e e, — - e e e e e e e e e e, e e e e e, e e e, e - ——— L e e e e e e e e e e e e e = 1
* Data aggregation « Differential membership levels = Asset management * Payment assurance (cancellation) « Mediation service wrt
* Data visualisation & based on data & service offering * Market access (Asset listing & * Mis-use & damage (security offering & compliance
UX design visibility) deposit) * Payment assurance
* Perception of » Asset booking * Service delivery * Reputation enhancement
choice * Counterparty qualification + Customer support
» Market based insurance * Platform support c World Commerce

& Contracting




The importance of the infomediary — trust & payment

Airbnb Process Map (Simplified)

Opportunity
Discovery

» Data aggregation

* Data visualisation &
UX design

* Perception of
choice

Master Contract
Signature

Host ID
Verification

Guest ID
Verification

Executive Contract
Signature

Delivery

Close out & renewal

LAspulc ncoviuuil

'

Post-Stay
Activities

~

Post-Stay
Activities

ID
Verification

Differential membership levels
based on data & service offering

Payment Processor

fl Resolution
I Centre

Asset management

Market access (Asset listing &
visibility)

Asset booking

Counterparty qualification
Market based insurance

Payment assurance (cancellation)

Mis-use & damage (security
deposit)

Service delivery

Customer support

Platform support

(®

>

* Mediation service wrt
offering & compliance
* Payment assurance

* Reputation enhancement

World Commerce

& Contracting




Analysis Part 2 — assessing the platform frictions’

Each platform (local intermediary, global intermediary, & infomediary) assessed through
the lifecycle from a Guest perspective & a Host perspective where possible

A standardized guest booking was used on all platforms to understand:

» User experience
» The level of friction & velocity
* The user outcome

* The nature of the relationship and the level of trust

FROM ACCOMMODATIONS BOOKING TO AIREBND
AREVIEW OF THREE BUSINESS MOOELS AND THE
IMPACT OF PLATFORMS ON FRICTION POINTS
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Some insights ...

1. Trust, both perceived and
evidenced, can enhance
velocity

2. Standardization can enhance
the user experience and
enhance velocity

3. Negotiation is not always in a
traditional sense

4. Each participant has an
‘intangible balance sheet’
which builds and declines over
time

5. Avalue adding platform is not
an accident but consciously
designed

\ 2
{2\ airbnb
JOO« shaes - 10 04 - 13 2l 1 guest

Stays in selected map area

Canceflation fexibity Type of place Price retant Book

* A4 08

Garden Suite ROOM

Guesthouse Anno 1659 - Amsterdam city centre

Map wea M Jul =13 Jul 1guest e

£61/night fLEe" SLOTERDLIN

©

AMSTERDAM-WES.,

(o’

N 1
1,{ OMIE
y )
£109 / night ; '
* 48411
e U O
ST MUSEUNS
WILLEMESPARK AN
v e O DOCRPPLE
o Onthe waterfront, a perfect spot! {INKELS
' AMSTERD
STATION-ZU
ore
LR
A
£118 / night
~ k49 L2396 1ot
World Commerce

& Contracting




Analysis Part 3 & 4 — modelling the network

Agent based modelling: The market dynamics pre- & post-shock:
e ASImpIIStIC model BEFORE AND AFTER THE SHOCK

3 for Amanerdam ¢ ity befors ang a8 Covid 4

»  Calibrated using Airbnb reviews in Amsterdam
over 10 years

Pre-Pandemic Post-Pandemic
- Nodes represents indmdual istngs.
The connections regresent indrdua

Reviews/Contracts

*  ~445k unigue guests

The graph shows & significant
°® ~l4k hOStS udulctlon in contracts (proxied
ough reviews) following tha soread

of Covi-19

*  Forming ~428k unique ‘contracts’

«  Model then used to test the impact of contracting T e G
cost on: A P Beber o e, 18

*  The net value of the network

AFTER THE SHOCK ~ 7 CITIES

*  The number of participants in the network

Network of host and reviewers in 7
majxr Eurcpean capitals Post-cond

*  The inequality between buyers and sellers

The predminary analysis provided
additional insights. For example, we
considérad the geographical location
of hosts against by response tme

RESULTS CAN BE FOUND IN THE REPORT & C E‘-"g;}%{‘g}"}%ﬁ:me
]

ASSOCIATED WHITEPAPERS




Scaling the ecosystem ...

Each Contract can be represented by a Prose Object graph performing
in an ecosystem where contracts are a blend of:

*  Prose —human readable but including the use of standards and
visualization to simplify and allow for efficiency in production,
understanding, and delivery

*  Metadata — for ease of measurement of performance — both
process efficiency and outcomes

* Code —to enable automation of appropriate activities

email, WA, phone, ... Applications
SMTP. HTTP. RTP, .. Private Standards / Norms / Approaches For the ‘Internet Stack,’ the IP protocol played a pivotal
. Community Standards / Norms role in the scaling and diffusion of the internet, becoming
SRR ‘Open’ Standards the key interoperable protocol at the heart of it.
IP OTF Prose Object Model
Ethernet, PPP, _.. Protacols For the contract world, the OTF Prose Object Model can be

H a H »
R e ot 2 e R— the equivalent “generative” layer.

Copper, fiber, radio, .. Servers, networks, ate...

c World Commerce

Figure 13 The Internet Stack. The OTF Stack & Contracting
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FABRIC

Modelling the EU Economy as
an Ecosystem of Contracts

https://bit.ly/3GAwW7P1

.
RUST

ﬁ FARRIC

https://bit.ly/3Gyijo7

MODELLING ECOSYSTEMS
OF CONTRACTS

Feledeling the EU Bconamy i s Ecodyitens

5 of Cosiracis

Vb ] - e iiigs ol Pk

www.opentrustfabric.org il -

www.worldcc.com T https://bit.ly/3uzozcZ



https://bit.ly/3GuMqNf
https://bit.ly/3GAw7P1
https://bit.ly/3uzozcZ
https://bit.ly/3Gyijo7
http://www.opentrustfabric.org/
http://www.worldcc.com/

3 Comments, Questions & Answers
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3 Thank You For Listening

Forthcoming Events

* Thu, 17 Feb (11:00-11:45)  Global Innovation & National Interests

= Mon, 21 Feb (15:00-15:45) Financial Services & UK Competition Law: Evolving Business Models

& The Competition Law Landscape
= Wed, 23 Feb (16:00-16:45) The New Political Capitalism

" Thu, 24 Feb (08:00-09:15)  BizTech Huihua Chat: Realising The Renewable Energy Internet -

The Financial Interconnectors

Visit https://fsclub.zyen.com/events/forthcoming-events/

Watch past webinars https://www.youtube.com/zyengroup

26 January 2022 32
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