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Let’s Get One Thing Out of the Way

Web 1.0 = Web 2.0
It was Web 1.5 that got it wrong :-)
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The Open Source Paradigm Shift
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•How many of you use Linux?
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The Open Source Paradigm Shift

•How many of you use Linux?
•How many of you use Google?
•What’s being missed here?
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Free and Open Source Software

Cheap Commodity PCs

Intel Inside
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Understanding Open Source

• Focus on software licensing turned out to be 
a red herring

• What mattered more:
– Modular architecture allows cooperating 

programs
– Internet-enabled collaborative development
-Users as co-contributors
– Viral distribution and marketing

Web companies leverage those same 
principles in new ways. The open source 
“alpha geeks” showed the way.
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What Do These Apps Have in Common?

CraigsList

Wikipedia



10

What Do These Apps Have in Common?
• The Internet, not the PC, is their platform
• Built on top of open source software, but not 
themselves open source

• Services, not packaged applications
• Data aggregators, not just software
• Network effects from user contributions are 
key to their market dominance

“The future is here.  It’s just not evenly 
distributed yet.”
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"The Law of Conservation 
of Attractive Profits"

 "When attractive profits disappear at one 
stage in the value chain because a product 
becomes modular and commoditized, the 
opportunity to earn attractive profits with 
proprietary products will usually emerge at 
an adjacent stage."

-- Clayton Christensen
Author of The Innovator's Solution

In Harvard Business Review, February 2004



What Really Distinguishes Web 2.0

Systems that harness network effects to 
get better the more people use them.
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Eventful.com



Top Sites on the Internet - 2005
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Rank Company # Employees

1   Yahoo         9,000        
2   TimeWarner       85,000
3   Microsoft       61,000
4   Google         5,000
5   eBay       11,000
6   News Corp       38,000

7   Craigslist              18
8   Disney     129,000
9   BBC       60,000

10   IAC       26,000



19



Some Lessons from Google

• Harnesses users without them even knowing it
• Minimalist design
• Search relentlessly focused on relevance
• Advertising serves the user - unobtrusive
• Top ad position doesn’t go to highest bidder 
but to bid times expected click-through-rate

• This requires real-time monitoring and 
feedback loops
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Web 2.0 = “Bionic Software”
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Intelligence Augmentation, not 
Artificial Intelligence

We set out to have them make us smarter.
Instead, we make them smarter.
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Data is the Next “Intel Inside”

Applications are increasingly data-driven.  

Therefore:  Owning a unique, hard-to-recreate 
source of data may lead to an Intel-style 
single-source competitive advantage.



29

Google Maps/Navteq
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Google Maps/Navteq
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Google Maps again
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Google Maps again
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Owning Data Provides Huge Leverage

• But data owners be aware:
– Web 2.0 sites are putting friendly front-ends 

on existing databases, and opening them to 
user contribution.

– User-enhanced data can create new “Intel 
Inside” positions
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Programming as Journalism
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Web 2.0 and the Semantic Web

• PageRank - semantic overloading, not 
semantic specification

• What would Google do with social network 
data from phone calls if it were Verizon?

• How does this compare with what social 
networking sites do?  With FOAF?
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For More Information

• What is Web 2.0? 
http://www.oreillynet.com/go/web2 
• http://tim.oreilly.com
• http://radar.oreilly.com
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