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m Opinions
Though most of this report is of a descriptive nature, opinionated views are
expressed in several chapters.

Those should be seen as our opinion or the interviewee’s opinion according to
the case.

m Claims
Due to the nature of this product, all our sales are final.

We recommend that you study the information, table of contents and sample
pages provided on our website to determine whether this report fits your needs.

m Purchasing the report
Please visit www.plus8star.com or www.insidecyworld.com for more information
You can also read our interview by Alan Moore at
http://communities-dominate.blogs.com/brands/2006/11/cyworld insight.html

m We are interested in your feedback!
Tell us your opinion and what you would like to see in the next version
info@insidecyworld.com
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m Social networking and community sites face very similar challenges in their
development
How to build a community?
How to monetize it?
What is it users value in the service?
How to keep them interested?

m As we worked closely with Chinese Web 2.0 companies, we realized that:

Ideas in the West are easy to access, and success lies in the execution,
adaptation to the local environment and improvements leveraging local
characteristics

But what happens when not one, but a handful of companies start a very similar
service based on a US concept?

Many US-centric models, especially those relying on online advertising, did not
translate well into less developed markets.

Korean models provided powerful alternative models and services ideas

m The current report demonstrates how a South Korean service, Cyworld, not
only triggered a social phenomenon but also created numerous innovative
business models that can be replicated and adapted outside Korea
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0. How Cyworld makes a difference
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What is Cyworld?

Key ldeas

m Cyworld

Cyworld is an online service offering personal spaces for its users and the ability
to connect to other users (mostly their friends)

m Mini-hompy

Free, ready-made homepage available to Cyworld users which combines
features of a personal blog and an interactive multimedia Website

m Avatar
Character representing the user and his/her friends

m Cyworld in South Korea

‘Cyworld is now one of the conventional modes of communication in
contemporary Korean society, placing on the user a social obligation to stay
constantly signed-in’

Jaz Hee-jeong Choi, PhD
In Uses of Blogs (Peter Lang Publishing (June 2006)
Chapter 16: Living in Cyworld: Contextualizing Cy-Ties
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Similarities with other services .|.A.H

m Western sites
Cyworld has a bit of MySpace, Habbo Hotel, Facebook, Youtube and LinkedIn
Cyworld did not need to copy them as it appeared first in 1999
They did not copy Cyworld either but came up with some similar ideas

Cyworld’s “mini-me”
VS.
Habbo Hotel's ‘Habbos’

m Content and user management

Content lock-in
» Can users take their content (text, pictures, relationships) out?
* There might be an opportunity there (as Cyworld proved in 2002)

Relationships lock-in
* Do you have to re-create your network on another site... all over again?

m Differences
As you will see, Cyworld has an original approach on many issues...
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First Reactions

m ‘Silly avatars’
Design not only can but has to be localized
Avatars are commonly used in chat rooms, online games, Second Life or Habbo Hotel and

have been introduced in Yahoo!, Skype...
As a result people are getting increasingly familiar with having a virtual self

m ‘This might work in Korea but not here’

It does not mean some of its concepts cannot work
» But thinking this certainly prevents looking deeper

Examples of applied concepts:
* Cybermoney is used in virtual casinos, payment systems

* Mobile blogs are popping up in advanced markets

m ‘Nobody can beat MySpace’
Nobody could beat Friendster
MySpace is only 3-years-old!

m ‘MySpace has more freedom than Cyworld in page design’
Is it more convenient? (do-it-yourself vs. brands)
Does it make it any better?
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Proven Concepts in Cyworld

m Business models

Low reliance on advertising
» Over-dependence on advertising usually influences the service structure and content themselves.
* Eventually, who is the customer of the service?

Sustainable business models at work
* Personal customization (page, avatar, room, music, gifts, mobile service)
» Branded content

m Real name policy (see details later on)
Increases trust in the service
Prevents abusive behaviors and overall service deterioration when popularity increases

m Control over content privacy
Self / Friends / Public
Partially avoids leaking private information

m Walled garden
Provide varied and quality content for customization
No need to agree with Korean’s design taste, but recognize quality
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1. Korean Internet Market Overview
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Internet Penetration

Fully connected

m According to NIDA (National Internet Development Agency), 33 million people (73.5%
of the total population) were using the Internet in South Korea as of June 2006

Bl rate of internet users

—e— number of users (thousands) 31.580 :]Elﬁ_?'ﬂ  —
30,670 “1.°0 —#—
20,079 251250 Jsoa00
o 24._@1_5’5&’5—“—'—*"" i esg 682 702 71.9 72.8 T73.6
e 5.0 59.4 :
1.6
m -
I 1 18,000
o - -0
2001.¢ 2001.12 2002.64 2002.12 2003.84 2003.12 2004.4 2004.12 2008. & 2008.12 2000.8

Internet users in South Korea
National Internet Development Agency, 2006.7

* Percentage does not include users under 5 yearol d
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Internet Penetration

Broadband leader

m Despite its relative small size, South Korea is the 7t country for Internet users

m In addition, South Korea enjoys the highest rate of broadband penetration with 24%
of population (76% of households) vs. Taiwan’s 13%, and Japan’s 10%

Countries with the highest number of Internet users 5 Percentage of Broadband users
0,
4 Count_ry or Internet users of Y% of whple 4 Country o region % of population
region latest data population
1 | United States 205,326,680 68.5% 1 South Korea 28.9%
2 China 111,000,000 8.5% 2 Taiwan 24.4%
3 Japan 86,300,000 67.2% 3 Israel 22.9%
6 | United Kingdom 37,800,000 62.9% 4 Finland 22.2%
7 South Korea 33,900,000 67% 5 Belgium 21.7%
9 France 26,214,173 43% 6 France 21.1%
Internet World Status, 2006.8 DSL Forum
Broadband includes xDSL, cable modem, apartment First quarter, 2005
LAN and satellite network. ‘
obile & Interne ©C ights 2006. All right: d. .plus8star.

0B Lt S Sooumens s vt o S 15185 @



Also in this Chapter

Internet penetration: broadband offers

Internet is everywhere: digital government & online education
Internet is everywhere: online banking

Internet is everywhere: online shopping

Game Korea: Internet Cafes and Game Studios
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Internet Portals

Dominating the Internet

# NEllE Sector

1 Naver Portal

2 Nate.com Portal

3 Daum Portal

4 Yahoo Korea Portal

5 Auction E-auction

6 SayClub Chatting

7 Gmarket E-commerce
8 Empas Portal

9 Paran Portal

10 Netmarble

Online Game

11 | Pmang Online Game
12 KB Bank Online Banking
13 | Hangame Online Game
14 | Dreamwiz Portal

15 Nexon

Online Game

Website ranking by traffic, Korean Click, 2006.8

Literally, Internet portals act as gateways to
other websites and content. Their role and
presence is dominant in South Korea.

From the top 15 Internet sites by traffic,
seven are general portals and four are
online game sites.

Naver, Nate.com (Cyworld) and Daum’s
positions are almost unbeatable.

Yahoo Korea is the only foreign-owned
website in the top 15, highlighting the
difficulty to keep up with the innovation pace
of the South Korean Internet market.

086 Mobile & Internet
Business Consulting
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Also in this Chapter

m Tough Environment for Foreign Players: examples in different industries

m Why do Google and Yahoo Fail in South Korea?: Keeping up with Local
Innovation
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Service Coverage of Web Portals

Internet Oligopoly

www.naver.com
NHN Corp.

Major services: Search engine, Ji-Sik-In (‘Man of Knowledge’ — Yahoo adapted this service
as its ‘Yahoo Answers’ ), Naver blog, News and Hangame (Korea'’s #1 casual game portal)

Other services: Local news, Finance, Community, Career, Mobile, Naver desktop, online game

Subsidiary: NHN China, NHN Japan, etc.

www.daum.net
Daum Communications

Major services: Café (Community), Hanmail (e-mail), Daum shopping, Daum Direct (Insurance)

Other services: Search engine, Daum blog, media, finance

Subsidiary: Lycos International (Boston, U.S.), TAON (Japan), Tour express, etc.

www.nate.com
SK Communications

Major services: Cyworld, Melon (mobile + web music), Cizie (movie), Tong (blog),
NateOn messenger (#1 in South Korea, ahead of MSN)

Other services: Shopping, media, search engine, community

Affiliation: SK communications is affiliated to SK Telecom (#1 mobile carrier) and SK Group.

080 Mobile & Internet
Business Consulting
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Also in this Chapter +A.H

m NHN Corporation: #1 Portal Site and Strong Gaming Operations
m Daum Communications Corp.: #2 Portal Site
m SK Communications: #3 Portal Site and Leading IM, Blog Service
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SK Communications

Sales Breakdown in 2005
m Gross sales in 2005 notched US$154 million , a 74% increase compared
with 2004’s US$115 million

m Sales from Cyworld were the largest contributor with 43%, followed by
online advertising with 25%

B Etc
8% O Online Ads

‘ 25%

= Oursourcmg
2%

B E-commerce
5%

B B2B sales
10%

@ Digital
contents
7%

Korea Financial Supervisory Service, 2006.4
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Also in this Chapter

m SK Communications: Sales evolution 2004-2005
m Total Cyworld-Related Revenues
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Cyworld Syndrome

Changes in the Korean Internet Landscape

Transition of Internet Icon

1996~1998 I 1999~2001 I 2002~2003 I 2004~2006 I

Daum Cafe FreeC-haI : Cyworld
Damoim? Naver

Yahoo Korea

Text Based Interactive space Personal Resource Planner2
Simple search

Open Community School Network Multimedia Portal

YAH££’® arln EE cy wé rid

« NAVER

1. Damoim is a Korean word means ‘everybody’s gathering’

2. Personal Resource Planner: see interview with Cyworld’s Founder
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Also in this Chapter

m Cyworld Syndrome: From Information-Centric to Human-Centric
m Competition Between Portals: Local Players Rule the Korean Internet
m Competition Between Portals: Ranking of Personal Homepage Services
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2. Cyworld: The Origins
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Introduction by Cyworld’s Founder
Profile

Young Joon HYUNG

m Career history

CEO of Enfra.net (Present)

* Enfra.net operates beedeo.com, an online video community
Founder & Former CEO of Kukubox.com

» KuKubox was acquired by NHN Corp. for $1.2 million in 2003.5
Founder & Former CEO of Saycupid.com

» Saycupid is in the top 5 online dating services in South Korea
Founder & early CEO of Cyworld.com

» Cyworld was acquired by SK Telecom for $7.14 million in 2003.8

m Educational Background

PhD, Management Science, KAIST (Korea Advanced Institute of Science and
Technology, South Korea’s ‘MIT’) on “Trust-Based Information Sharing”
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Introduction by Cyworld’s Founder

Exclusive Interview with Young Joon Hyung

What motivated you to create Cyworld?

At the beginning, | was developing a dating service similar to ‘match.com’ but | realized the
Korean society would require a stronger online certification process to enable enough trust to
make the service successful. In addition, | wanted to create a widely open public meeting place.

>0

Then | got a quick idea from ‘sixdegrees.com’ and its concept that every individual is connected to
another through a maximum of 6 degrees of separation. In my PhD research, | was working on
how to adapt the idea of Enterprise Resource Planning (ERP) to individuals in order to reach the
full potential of social networks in a fully sociable cyberspace. | labeled this concept ‘Personal
Resource Planner’ (PRP) and implemented part of it in Cyworld.

As a side note, it shows that Cyworld initiated social networks as early as 1999 in the South
Korean market, long before Friendster or Myspace.com.

Founder Young Joon Hyung in a Mr. Hyung dancing in front of 100 investors
magazine published January 1999 at the Walker Hill Hotel in Seoul
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Also in this Chapter +A.H

The Very Beginning of Cyworld: Founding

The Very Beginning of Cyworld: Cyworld Main Page in 2000
The Very Beginning of Cyworld: Cyworld Club in 2000

Core Technology of Cyworld

PRP (Personal Resource Planner)
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3. Service Evolutions
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Major Milestones of Cyworld

From Startup to Global Expansion

i Mr. Hyung is ousted by shareholders and LEE Dong Hyung (Co-founder) is designated as CEO;
i This came from Mr. Hyung's mistake on the contract when Cyworld received its initial investment

Launched Cyworld China, Taiwan, Japan, USA and preparing Europe service l
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Cyworld History

Rise of a Star

Year Date Features
1999 Sep.01 Open www.Cyworld.com
2000 Aug.29 Updated to Cyworld 2.0
2001 Sep.17 Launch Mini-Hompy service
Updated to Cyworld 3.0
2002 Apr.25 Open ‘mini-room’ service
July.27 Open music shop (background music service)
Sep.06 Partnership with Damoim.co.kr (School alumni network)
2003 Aug.01 M&A with SK Communications (Nate.com)
Dec.11 Open mobile Cyworld (and mobile photo blogging service)
2004 Mar.15 You Hyun Oh designated as CEO of SK Communications
Mar.29 Large update of ltem-shop
Apr.14 Launch Cyworld mobile version
Sep.30 Over 10 million Cyworld users
Oct.04 Launch personalized publishing media, ‘paper.Cyworld.com’
Oct.18 Nate.com recorded #1 position in traffic ranking for 10 weeks

o8
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Cyworld History

Integrating Cyworld with Other SK Services

Year Date Features

2005 Feb.28 Launch NateOn 3.0 (integrated with Cyworld functions)
Mar.14 Publish Dottori (acorn) gift-coupon
Mar.30 NateOn ranked #1 position in user traffic defeating MSN messenger
May.05 Launched wireless integrated service ‘Team Play (teamplay.Cyworld.nate.com)’
Jun.08 Launched Cyworld China (www.Cyworld.com.cn)
Aug.04 Open Cyworld town service which supports B2C transactions and Ads
Aug.04 Updated to Cyworld 5.0
Oct.31 Founded US subsidiary and opened beta service (us.C  yworld.com)
Dec.05 Launched Cyworld Japan (jp.Cyworld.com)
Dec.19 Cyworld China’s enrolled user exceeded 1 million.

2006 Feb.15 Launch Cyworld Baby service (baby.Cyworld.com)
Mar.01 SKC acquired online education company ‘Etoos’
Apr.14 Cyworld began to adopt Web 2.0 technologies

o8
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Cyworld Syndrome

Creating a Social Trend

m Culture shock

‘Mini-hompy’ became a definition of personalized online space in South.Korea
Mini-Hompy means personal home-page, especially personal space in Cyworld

TV presenters or reporters are using the term ‘mini-hompy’ as a meaning of
personal web-page or the space

Celebrities such as singers, movie stars and even politicians are using Cyworld
as a window to communicate with their audience or fans.

Cyworld brought a ‘Big Three’ competition to a South Korean internet industry,
which was originally dominated by Daum and Naver.

Soap-opera star & singer, Yoon Eun Hye’s mini-hompy, 2006.8
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Also in this Chapter +A.H

m Cyworld Syndrome: Key Catalysts of Cyworld’'s Growth
m Cyworld Syndrome: Examples of Cyworld Language
m Cyworld Syndrome: IL-CHON: Offline Friendships First

080 Mobile & Internet © Copyrights 2006. All rights reserved. www.plus8star.com 371185
Busi Consulting This document is licensed for free distribution |



4. Acquired! The M&A Process
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Acquisition by SK Communications

Why it Made Sense

m Online meets mobile in June 2003

SK Communications is a subsidiary of the SK Group in charge of its Internet business, but
the results of its ‘nate.com’ portal were disappointing.

Thanks to the strong financial support from SK Group, SK Communications acquired
Cyworld as it fitted their strategy to offer content covering mobile and fixed Internet.

At that time, Cyworld was in financial trouble as it couldn’t afford the costs of the numerous
servers necessary to support its soaring number of users

Huge influx of users
beyond capacity

+ cngrld

Marketing?
Sorry, no money
at all

Rich company
with Poor
result?

+

Ubiquitous? Is it
possible with ou
online service?

e

SK communications

We only have 20
employees!

Can we beat Daum
and Naver by
ourselves?
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Also in this Chapter +A.ﬂ

Acquisition by SK Communications: M&A Process

SK Communications: Major Shareholders

SK Communications: Board of Directors

Profile of SK Communication’s CEO: “Pure SK Telecom Product”
SK Communications: Joint-Ventures & Affiliated Companies
Structure of the Cyworld Division: Organization Chart

Cyworld in SK Group
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5. Traffic Data and Demographics
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Traffic Data

Unique Visitors Trend

m Cyworld Reaching Saturation
Cyworld showed a steep increase after SK acquired the company in 2003
The increase stopped in July 2005, stabilizing at 20 million unique visitors per month

43% of the South
Korean Population

Exceeds NateOn IM
10 million users Win over msn 21,176,333

5 000 D00

Unique Visitor of Cyworld, Korean Click, 2004.6~2006.7

* Cyworld is regarded as one of nate.com’s service by traffic research firms
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Also in this Chapter +A.H

m Traffic data: Page Views Evolution (1)
m Traffic data: Page Views Evolution (2)
m Traffic data: Durations of users from June 2004 to July 2006
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Demographics of Cyworld

Age Distribution

m Cyworld shows quite well distributed age groups

m Though figures in the 13~29 age group are high, Cyworld also attracts a large
number of users in older (40~50) age groups

[ AGE DISTRIBUTION ]

0
W6% 0 15%
B 16%
B 20%
B 11%
B 15% B 17%

013~18 B 19~24 W 25~29 0 30~34 @ 35~39 WM 40s B 50~

Age Distribution, Korean Click, 2006.7
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Also in this Chapter +A.H

m Demographics of Cyworld: Activity by Age Group
m Demographics of Cyworld: Usage Time by Gender and Age Group
m Demographics of Cyworld: Gender Distribution
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6. Service Detalls
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Cyworld Service Map +oX

m Gift Shop (using Dottori), Town, and Market are profit-generating features
m Club, Paper and plaza are public places to publicize information
m The mini-hompy connects me and my offline friends

Mini-Hompy | Baby mini-hompy

Gift Shop

Market

Photo album

/ Club

Team-play

Map service

Info
Centric
services

o8
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Cyworld Main Page — Top (Before Login)
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Cyworld Main Page — Top (Before Login)

Description
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Also in this Chapter +A.ﬂ

Cyworld Main Page — Top (Before Login): Description
Registering to Cyworld: Real-Name Policy
Registering to Cyworld: Required Information

About the Real Name Policy

Cyworld Main Page — Top (After Login)

Cyworld Main Page — Top (After Login): Description
Cyworld Main Page — Bottom

Cyworld Main Page — Bottom: Description
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Features of Main page

Personal Manager (Cyworld Main Page)

Most used functions are summarized in this area

e
[Avatar]
4 SZeht 0 | [Statistic of my hompy]
HHAIE o Z
E=EHAE 0 -
_ \ = ||l=E2 ez :
] \4
WWEE | ZE=15E0 D

Full explanations are presented in the commercial report ‘

080 Mobile & Internet © Copyrights 2006. All rights reserved. www.plus8star.com 521185 ’
Business Consulting This document is licensed for free distribution |



Features of Main page

My Cyworld

‘My Cyworld’ notifies me of new updates of my & neighbors’ hompy

[0 | A B
[Bang-Myung-Rok update]
4 WEE g U
F T #H (oB.07 20:03 MEH (oB.06 23:2%
TR // [Sub menus of diary]
[Dlary] - o Bdo| 4 L B &7 Tal 11
’ T [Paper magazine]
/' ESH HE0 s
[Club notice]
[Updated neighbors]

Full explanations are presented in the commercial report ‘
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Cyworld Mini-Hompy

KBS reporter Park Ji Yoon’s mini-hompy

‘ [Music Player] \
— Bought by user
[Visitor] [BBS] il
Today | Total Updated articles
[Parameters]

These figures
’ Amwion - reflect user’s
TS = various statistics

[my photo]
Photo with
current status
and comment

R [Main menu]
Configured by
| Name & birthday I user

HHHHA L

[NelgthI’S] ? HAE S s = T =T B
. . P 20N RN 2EEES
View this e " ot frbals &
person’s Wi s DS E - i U w S Ei Bd w7 B0)E " B (e e DR [Mini-room]
neighbors Cyber residence
/ of user
[Skin]
Purchase new skins for http://www.Cyworld.com/bridget79
a coordinated
background, icons, etc.
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Also in this Chapter +A.ﬂ

Features of Mini-Hompy: Parameters

Features of Mini-Hompy: Mini-room and Story-Room
Features of Mini-Hompy: Customization (Basic Setup)
Privacy Within Cyworld

Cyworld Gift Shop (1)

Cyworld Gift Shop (2)

Examples of Items

Background Music Service: Description

Background Music Service: Pricing and Copyright
Hompy Personalization: Results from Hompys Analysis

o8
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Features of Mini-Hompy

Photo Album

m The most famous menu: photo album
Cyworld provides unlimited storage for photo-album
Users can select to browse pictures in thumbnail mode or ‘large picture’ mode
Users can decide to open access to public or neighbors, or just keep it secretly
Basic image editing can be done easily when uploading photos

e - LoE & AZHEg] ARCREeA

] Ehede I [ 7sols £H
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Features of Mini-Hompy

Upload Photos

Uploading photos on mini-hompy

Title /
a \ . My letovers, .. w —

Fri
Select image from PC | = 0I01A Y | 52 E BHl =

/E‘E‘EIH* S8 ~|| 221 = [2H [ [ 2H24 |7 [ &) L e | @RISR

Select folder to save
image

Add maps:

Basic functions of
web-editor :

Write Text
I\?H#E AHZN v DHSHECLILIC
fr] ~3288E [ ZUSHS(M0|ES 0| ETHE] Sr—
Ei2 dp 7} |

(mse \

—web 2.0 feature

Full explanations are presented in the commercial report ‘
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Also in this Chapter +A.ﬂ

Features of Mini-Hompy: Content Scraping

Features of Mini-Hompy: Image Editor: Upload a Few Images
Features of Mini-Hompy: Cyworld Studio: Upload over 25 Images
Features of Mini-Hompy: Bang-Myung-Rok (Guestbook)

Role of Guestbook in Addictiveness

Features of Mini-Hompy: Video Menu

Features of Mini-Hompy: Diary Menu (1)

Features of Mini-Hompy: Diary Menu (2)

o8
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Mini-Hompy Examples

Goalkeeper Kim Young Kwang

m Kim Young Kwang is a KNFL (Korean national soccer team — soccer has enjoyed a
strong following in Korea since they reached the 2002 World Cup semi-finals)
goalkeeper and is regarded as ‘the future of Korean goalkeeping’

m His hompy is quite personal and accessible only to his neighbors

Today 1,264 people
Total 1,869,302 people

il GRSEE F1H

B 7

[ — -
HEE T 29

L £
il & e W

"Kim Young HKwang"” WITHYOU
Kim Young Kwang
http://mwww.Cyworld.com/rladudrhkd ‘
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Also in this Chapter +A.H

Mini-Hompy Examples: Group Xin Hwa’s Lee Min Woo
Mini-Hompy Examples: Politician Go Gun

Mini-Hompy Examples: Today’s Member Hompy
People Who Became Famous in Cyworld

Cyworld Singing Competition

o8
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Privacy at Risk?

m According to the Korean NGO ‘Netizen Monitoring Association’, over 90% of
Cyworld users are exposing sensitive personal information
m A lot of private information is revealed on mini-hompys without protection

Personal appearance, family information, hobby, educational background, blood
type, girl- or boyfriend status, etc.

1007 =

80 M1 — (7 (2

6011]

S
|

40+

o Hdﬂﬁ"-
0- I I I —T

Percentage of private information exposed on average Cyworld Hompys
Source: Netizen Monitoring Association, 2006
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Also in this Chapter

m Privacy at Risk: The Case of TV Anchor An Hye Gyung
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Cyworld’s Cybercash

m Dottori (‘acorn’) becomes money?
Cyworld’s main revenues come from sales of Dottori and advertising
Daily sales of Dottori are above US$150,000 (1.5 million acorns) per day

How Cyworld earns money from internet users

— G —
| want to meet my But my mini-hompy is too If I have a Dottori
neighbors simple and boring My page will look cozy
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What to do with Dottori

m ‘Dottori’ is the only currency used in Cyworld apart from Cy-Shopping
m Dottori can be purchased, earned or given to other users, but reselling is not
possible
m Cyworld holds regular events to support NGOs or volunteers organizations.
Cyworld users are encouraged to contribute by donating Dottori
.............. . Buy a hompy Skin’.......
my album ) etc
(%)
......................... | CHRRGIMG |
" send a gift item or ; I..t E.. =S S ;onsor NGOSW.(').} .....
send a Dottori to | [ to volunteers
other friends S organizations
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Also in this Chapter +A.H

m Buying Dottori: Pop-up Menu
m Buying Dottori: Payment Methods
m Buying Dottori: Payment Example
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Also in this Chapter

m Brand Hompy Service: Business Model
m Brand Hompy Service: Evolution and Examples
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Mini-Hompy Examples

Motorola Razr Hompy

This hompy has been set up to promote Motorola’s new handset variation
‘LIME RAZR’

This is not a personal website but an advertising hompy

Today 2,830 people e
Total 3,794,650 people | R —— ;_.'ME,I,{;fgll /
Y

L | AR -

v g | v arasiss LIME RAZR B~ [T PRy T P
. T —
" e = 2 NES) e =
Q) moTomoea LB4E BATH &7 ARSI oD M Bhansared ] t 5
ae -GS ERNAYIRRE s Maarsed B2 T ———
k' L ol -
Pl = % J1gn ¥ e ey -
: A1 LIME AR | HEt e | ST
.' L _.___ ; NOLEE R | BoolE
e = A

£ N RAZR . M.:' _(:: RATR
¥ b L"-I.E |'|"=I|'.l| Trore Do

r T LpArtEE s

e, e, —

F LN EEE - ZEEHE N

W
W
L]
M 8]

http://www.Cyworld.com/motorola_kr

o8
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Also in this Chapter

m Mini-Hompy Examples: Korean International Trade Association’s Hompy
m Mini-Hompy Examples: Zyrtec (anti-allergy pill) Hompy
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Mobile Cyworld

m ‘Mobile Cyworld’ launched in March 2004
500,000 users after six months (2005.2)
1 million users announced by SKT after 17 months (2005.9)
1.5 million users announced by SKT after 26 months (2006.6)

m A total of 3 million people (close to 20% of Cyworld’s user base) are
registered to mobile Cyworld (among the 3 carriers)

60,000 subscribers use mobile Cyworld per day

m SK Telecom reported revenues from mobile contents increased 34% in
2005, largely due to the huge success of mobile Cyworld.

SK Telecom said mobile Cyworld earned $30 million in 2005

m Revenue from data traffic

Cyworld service is developed and provided by SK Telecom and 100% of revenue
Is going to SK Telecom, a rather unusual revenue split compared to other mobile
services

This situation is mostly due to the relationship between SK Communications and
SK Telecom
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Also in this Chapter +A.H

Mobile Cyworld: Introduction

Mobile Cyworld: WAP / WHTML Version
Mobile Cyworld: Java / Brew Version
Revenues from Mobile Cyworld: Pricing
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Cyworld — Club (Online Community)

Community Space for Cyworld Neighbors

m Cyworld Club provides functions to integrate into users’ favorite contents
and share information with other people.
Normally, online clubs have various BBS depending on the club’s owner focus

Cyworld Club links with mini-hompy and lets club members know who has
updated their hompy’s contents

Club is linked with Team-Play (module for offline gathering), and Mini-Ring (blog

linked with tag)

Sy aUEE

-
e dup WEEE WO T -

club.Cyworld.com/thedayministry
Christian’s Community Club

i°8 [EE)4 cpigs

- Bt

club.Cyworld.com/r2bit
Offline Friends Club

alittleqirl.Cyworld.com

Girl’'s hobbies
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Also in this Chapter +A.H

m Cyworld ‘Paper’ Magazine: Personal Media
m Cyworld Town: Open Market with Integrated Billing System
m Cyworld Town: Market Functions

m Cyworld Town: From Brand Hompy to Town
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Cyworld Town

Fanta Town

Parameters
(Brand hompy has
different attributes

from personal

. = = s Mini-Room .
ek L I -
e - < mini-hompy)
b rank
. c 11X
L ™ % e
. FLd . 5 ]
- Main Menu _ . E
- Introduction 2 E;r_tl_ﬁ THE |
- Dottori event EHE =R "
- Fanta event el u F2un 2oy
- Fanta Ads R
- Guest Book mingrs
W |
bl _ Music player
% 4u| Productmovies fruz : * Fanta uses its own music
Y- I OEE - :&ﬁd
- t"’ -?‘.. i 5
i | ¥ .y ‘E“ﬂmwﬁﬁ-q} - :::N e
Fanta Town Fanta Promotion
* Promote Fanta’'s summer event Banner
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Cyworld Baby

Baby Mini-Hompy
m Cyworld found many mothers uploaded their baby’s pictures, so a baby
section was created targeting mothers.

m Cyworld Baby is composed of baby photo album, baby movie , baby diary,
and guest book.

| — e e ] http://baby.Cyworld.nate.com/whitehjm
[ ¥ ::.'...-
T BRE S £ . “ :
2, GRS
| 1 5 -l
=n¢| LT . ¢ i,: & Lo f'J
L i .

N L ope

b=

¥
HREE § e m
- - m L& S8
-r-da- J
"i. . B
- D
T .

http://baby.Cyworld.com/HyoBin

080 Mobile & Internet © Copyrights 2006. All rights reserved. www.plus8star.com 791185 ‘
Business Consulting This document is licensed for free distribution |



) : @ %
Also in this Chapter +A.H

m Cyworld Plaza: Open BBS
m Cyworld Map: The First Web 2.0 Feature
m Cyworld Map: Usage Example

080 Mobile & Internet © Copyrights 2006. All rights reserved. www.plus8star.com 80 | 185 .
Business Consulting This document is licensed for free distribution



@[
NateOn and Cyworld +A.H

m NateOn was a minor player in the IM  NateOn =
meE =M AJE) S2FE TERH)

market in South Korea after MSN, c .
Buddybuddy, and Daum Messenger (e zetraz 5A)
m However, after it became involved with TR o @8AN Lﬁ&’ﬂ
Cyworld, NateOn began to provide 100 & *':’ M;ﬂ; e um'ﬂﬂ{w o
free SMS per month for every subscriber . J A B/t (0/1) i

3 JIEK3/36)
AW HAS
q Pans @
oS EEEEEEINTENE]
A GH L e 00y &
3
3

using NateOn.

o
m Moreover, NateOn had an integrated e
function with Cyworld (matching NateOn
'H:EE
osn
| 1=
Gq‘i
HH

ID with Cyworld ID). NateOn surged
dramatically and took over the lead from
MSN

S-S H] LKL,

- IBUL My llelF @
@ (2R ¢ x )/ S2H @ (N2AHS)
A0 01EE] &

[HAS] BZ @ N
6 [H0N & AAE 2R (012 255

T [H=s] 283 AN = |
Ll * o * | e ¥
o 1 R | b \,‘D .._;1 m.}? @ Eﬁ

Euad v |[ anazs azaz |(EED
. '-.*"' %HLHJ!.—G_BI{ :

s g2l 2 57l ech REN

NateOn messenger, Oct 2006

[FAZE] DHE Ot 20 DEAOF KBS & 288" i
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NateOn and Cyworld

i@ NateOn

maE) M HSAE) STE) ZEEH

» NateOn has a synchronized ID system with Cyworld

| &

[quifl[ Taipei
FIZERINZE

2B =

Link to my Cyworld hompy

o9
¥
= | &
g

@ B SRR MR IS0, N HI) >
)| oy zazH 2= HOIERENO/D) |
By BE/RR0/1)

X 7 EH?ﬁ,E\Eﬁ
2 M H
Juas
£y Bz

Link to this person’s Cyworld

A 4

g |
H -
H )65 es) {922 Y DIUSEDE DIE ) _
) & L naw S00y/ & Seos SLson
G g siRT-gE] b LR, ?ﬁ@‘ﬁh ikt ¥ & 0 E‘E‘é"—ﬁﬁ“‘i“‘
A RO My el B E%HEEEHFE%*‘” AT HDIEES
a @ [+ (" = ) 258 B (N2HS) i i | [Linkage to Cyworld]
H’E A [O1EE] S [CHE ég_le.-
: [HAs]1 B2 @ N E;{ﬁg = If someone in my NateOn
?; ) [HON & A2 2JF ([1E 82F) EUIEE b e buddy list is not linked as a
—q (8] 232 Ay Qe EEUE neighbor in my Cyworld
- 3+ @ a DR - suse account, it shows who is not
“2} 4 e in my list, and allows me to
(a2« [ anaws asgo HANE SEATHE send an invitation
a5 '-' el
SIS (IMRIE 87RH00 B EELICH

[E3eem] & |

[SAZE] oo Ol 20 DrAor KBS 2 288" % ‘
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Global Cyworld

From Korea to the World

Cyworld acknowledges its penetration in South Korea reached a maximum

As Korean cultural exports (TV soaps, music, pop culture, movies) have become very
popular in Taiwan, China, Japan and other Asian countries, Cyworld is willing to
make use of this unique opportunity

m From 2005, SK Communications accelerated its preparation for overseas business

Cyworld China L — _ Cyworld U.S.
(June 2005) : (August 2006)
: Cyworld Vietnam ; Cyworld Taiwan
: (August 2006, joint-venture): ¢ ’ (August 2006)
Cyworld Japan - —_— Cyworld Germany :
(December 2005) ‘ i (June 2006, joint-venture) i
obile & Interne ©C ights 2006. All righ d. .plus8 .
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Global Cyworld

Global Expansion

m Cyworld China

April 2005, Cyworld announced global strategy for the first time with the joint-venture
(Cyworld and Viatek) appointment of Chun Choo Ho as CEO

June 2005, officially opened Cyworld China service
m Cyworld Japan
March 2005, announced Cyworld Japan
June 2005, Launch Cyworld Japan beta service
November 2005, officially opened Cyworld Japan
m Cyworld Taiwan
Sep 2005, announced joint-venture with Hong Kong company
Aug 2006, officially opened Cyworld Taiwan
m Cyworld U.S.
Oct 2005, announced Cyworld U.S.
Aug 2006, officially opened Cyworld U.S.
m Cyworld Germany
June 2006, announced joint-venture in Germany
m Cyworld Vietnam
August 2006, announced joint-venture in Vietham
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Global Cyworld

Cyworld China

m  April 2005, Cyworld announced global strategy for the first time with the joint-venture
(Cyworld and Viatek) appointment of Chun Choo Ho as CEO

m June 2005, officially opened Cyworld China service
In early 2006, one year after launch, registered users exceeded 1.5 million

B CrE ¢ EEE > * K T B RO R
i A | B 7 MRS S
k
LA Hoe : i ¥
- = T A E " I e EN. & if| TENITIN S b
] B wWW, M [T AT .
& 4 el 2 L o [ad] e nb etk & e
=] Il E T
SRELE SO v 1y
H = o R Lk = WIRIRTR
: i LI
i - (mFem)en
R Lot ] AdiREesfEl
L 1°] TP T
L o /R D E7
IR E- P vyl TR TEEVKY KRR
— e — a -. = e P 5 Siwd ks S EhE S Eeake &

Cyworld China — www.Cyworld.com.cn
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Global Cyworld

Cyworld US

Oct 2005, announced Cyworld U.S.
Aug 2006, officially opened Cyworld U.S.

“We are being realistic. There are a lot of hardships in the U.S. market. But we've
been here since 1999. We’'re going to bring that experience here”
Henry Chon, CEO, Cyworld US, 2006.8

MOT & CYWOELD MUEMBERT

%ﬁ#%ﬂ% Bialt: /2B TAKE A SMALL
ﬂ--
— — ﬁ

STEP TO GET
Fortioes & Promeo b umH-.- Ill' |'|

'-'h-'.- R

HEALTHY

Visit
smallstep gav
for more

info and tips
for & healthy
lifestyle!

Cyworld U.S. - us.Cyworld.com
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Global Cyworld

Cyworld Japan

m March 2005, announced Cyworld Japan
m June 2005, Launch Cyworld Japan beta service
m November 2005, officially opened Cyworld Japan
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Cyworld Japan - jp.Cyworld.com
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Global Cyworld

First Trial in Japan

m After the boom of Cyworld in Korea, the Japanese ISP SO-Net (Sony Communication
Network) launched a service quite similar to a mini-hompy service
Cyworld prepared a lawsuit against So-net for infringing on its intellectual property

Eventually, after Cyworld launched Cyworld Japan in 2005, So-net decided to stop its mini-
hompy service in May 2005

ShoumRE e CIDD GED GED 7 2]

BTAP —_— ' . | E_' i‘
. —= , . -hﬁj

i T LAY LSRN I

.
L = - - k. = = = i _
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So-Net’s mini hompy service in 2005

e
=
[
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Global Cyworld

Cyworld Taiwan

Sep 2005, announced joint-venture with Hong Kong company
Aug 2006, officially opened Cyworld Taiwan

i
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Cyworld Taiwan - tw.Cyworld.com
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Also in this Chapter +A.H

Global Cyworld: Cyworld Europe & Asia

Can Cyworld Succeed Overseas?

Is There a Cyworld vs. MySpace Match?

Ageing of Social Networks: The Trend Curve
Ageing of Social Networks: Who Makes the Trend?
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Users and Experts Verbatim

"l can remember the time when Yahoo was the
coolest company , but for me and a lot of people

my age, that is how people feel about Google,*
Mark Zuckerberg, Founder and CEO of Facebook, 2006.9

"MySpace is so over. Too many
pervs and freaks .“

One seventh-grade American girl, 2006.8

/"Yahoo Is losing its grip  on the younger
demographic. | think Yahoo should buy
Facebook, even at a high price.

It needs to buy its way out of this.”

Jordan Rohan, Analyst, RBC Capital Markets, 2006.9

“Facebook, it's the new and

improved phone book

One 26-year-old from lowa on Guy
Kawasaki's blog, 2006.9

KM)EOace is increasingly way too hostile a place for
teen girls who rule the social-networking space.

What's getting cool? Check out "second life"
Second Life is really social networking, not a game.”

Comment on Guy Kawasaki’s blog, 2006.9
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8. Future Developments: C2
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To be completed
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9. Interviews of Founder, Experts and Users
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Also in this Chapter +A.ﬂ

m Interview with Cyworld’s Founder
Exclusive Interview with Young Joon Hyung

m Interview with IT professionals:
Dominic LEE, Analyst, Informa UK
Ji Hoon KIM Lead Strategic Planner, Daum Communications
» Recently Published Book: Successful E-business in South Korea, 2006

Chang Won KIM, Marketing Team Manager, Samsung Fun Club Group
» Editor of the www.web20asia.com blog

m Questions covered

What is your professional opinion of Cyworld?
What made Cyworld successful?

Do you regard Cyworld as a competitive model in the global market?
How do you see the stagnation of current Cyworld?

How would you define the South Korean Internet industry?
What will be the next step in the Internet era?
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Interview with IT professionals

Q.

A.

>0

Strategist, Samsung Fun Club

Interviewee: Chang Won KIM
Date: 2006.9.25
Company: Samsung Electronics

Title: Strategic Marketing Team Manager, Samsung Fu  n Club Group
Editor of the www.web20asia.com blog

What is your professional opinion of Cyworld?
For a general overview (or my take) on Cyworld, I'll quote my blog entries:
http://www.web20asia.com/2 ; http://www.web20asia.com/26

What made Cyworld successful?

Talking about the Perfect Storm... Skipping the well-known factors | will mention some of the
lesser known ones:

Appeal to the early 20’s young girls : If you become popular among the young girls, you
attract the guys as well because they always stick around where girls are.

Formation of a core group : This is just a rumor anyway, but it is reportedly said that at
some point there was a core group formed between some high-school students (at one
school in one city...) who soon became fanatical fans of Cyworld, and it all spread out... but
then again, it's only a rumor.

Digital camera market boom : People easily forget about this, but there was a sudden jump
in the digital camera’s market circa 2002 and the young generation needed some space to
post the pictures and share them. Until then, Cyworld wasn’t exactly the social phenomenon
It IS now.

Acquisition by SK Communications  : Servers were added to prevent service slowdown;
Tight integration with the popular ‘NateOn’ IM and ‘Nate’ wireless portal and services.

There could be many other factors but then again what's important is the combination of multiple
contributing factors, not just one.
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Interview with IT professionals

Strategist, Samsung Fun Club

Q. What is needed to make Cyworld competitive in glo  bal market?

A. Cyworld as it is now will not be in the same league as Myspace or Friendster. (different target
market etc) But Cyworld has to keep its identity (Avatars and all that)... without those, Cyworld
doesn’t look like Cyworld anymore, quickly looking just like everyone else out there. Herein lies
the paradox.

How would you define the South Korean Internetin  dustry?

Yes, the cultural difference plays a big role here. Consumer electronics (Samsung, LG...) are less
affected by the cultural differences but internet services are all about the cultural differences.

> O

Having said that, the great thing about Web 2.0 is that it's now somehow less culture-dependent,
and as the data layer and the presentation layer are effectively separated, localization can be
done more easily. For example, services like Digg, Flickr, Wordpress can be used virtually
everywhere not just in the US.
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Interview with IT professionals

Strategist, Samsung Fun Club

How do you see the stagnation of current Cyworld?

Cyworld is trying to do too much — it's becoming more complex. Besides, they have a 90% market
share among the youngsters in Korea, so they don’t have a lot of markets left in Korea — they
should look overseas, that’s the only way to increase the user base.

>0

What do you think are the biggest pros and conso  f Cyworld?

Pros: All my friends are there already

Cons: Closed system, Mini-album like confined Ul, Nearly everything should be purchased,
Relationships are only 1-dimensional (nothing or 1-chon)...

>0

How would you describe the influence of Cyworld o n the Korean society?

The massive success of Cyworld have contributed to the confidence that Korean IT industry
indeed is at the forefront of innovation. Also, in some ways, Cyworld contributed to the overall
development of IT and digital item market, such as digital music downloads.

> O

[Interview with Plus Eight Star, September 2006]
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Also in this Chapter

m User Survey Results
m Offline Networks vs. Online Encounters
m Users’ Attitudes Towards Cyworld
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10. Key Learning

o8

Mobile & Internet
Business Consulting

© Copyrights 2006. All rights reserved. www.plus8star.com



@)%
What to Remember from Cyworld .|.A.H

m Too cute for the West?

Cultural factors are catalysts but IT infrastructure, population’s experience with
online services have more influence.

m Why is it popular?
Underlying human needs

m Benefits of a real name system versus anonymous usage
Trust-based information
Long-term presence

m Business models
Digital life (avatar, digital home, online music, gifts) vs. pure advertising models

m Billing systems
Overcoming the billing bottlenecks
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Also in this Chapter

m Eventually, What Do Users Care About?
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Appendix
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&4 Sometimes the most direct route to innovation is
to look abroad and translate what you find

L& After spending seven years in China, Japan and South
Korea dealing with Internet, telecom and consulting, |
realized that in addition to the language batrrier, limited
media coverage, clichés and worldviews were getting in
the way of foreign companies benefiting from the
tremendous amount of innovation taking place there. ?¥

&4 +8* was founded with a focus on bringing cross-market
and cross-cultural expertise on what works in advanced
mobile and Internet markets to companies who want to
Innovate in their home market or successfully connect
with local players. 77

Benjamin Joffe
Founder and CEO, +8*

Tom Kelley
General Manager of IDEO
Author of The Art of Innovation

+8* : What's in a name?

» We focus on mobile and Internet in
Japan (+81), South Korea (+82) and
China (+86)
* Our name is local everywhere:

e Japanese: N c|3$

« Korean: 4DH-g:04 GAla

* Chinese: t?0YL$ @ |
* In Asia, the number 8 is associated
with good fortune, and we bring lots of it!
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« [+8*] (Plus Eight Star Ltd.) is a consulting boutique
operating since February 2005 from Beijing, China

The company

« Strategic consulting on best practices in mobile and
Internet services in China, Japan and South Korea

Local expertise and global perspective

« Provide strategic analysis to operators & content providers
to anticipate their markets

* Bring best practices in business models, service design
and marketing to Internet and mobile companies to
accelerate their business

« Other services: M&A advisory, market entry, partners
identification, negotiation support

« Multicultural team to cover the three markets

* Knowledge of local mobile and internet industries
* Large network of contacts

« Hands-on experience with local companies

« Cross-market and cross-cultural awareness

Co-Founder & Organizer of Mobile Monday Beijing Founder and CEO: Benjamin Joffe

* Leading Information and networking event in Beijing
* 6 sessions up to October 2006

» 800+ participants, 18 presentations

* www.mobilemonday.cn

» Experience with operators, content providers & consulting
7 years in Japan, Korea and China

Tel: +86 1371 880 3321 :: Skype: benjamin0123
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Thank you!




