


Message from the BASIC Chairman
and the
Innovation Network Roundtable Leader

On behalf of the Bay Area Science and Innovation Consortium (BASIC),
it was a privilege to host the Bay Area Innovation Network Roundtable.
We brought together some of the region’s leading visionaries. We bene-
fited from the knowledge, the experience and the excitement that these
innovators shared with us.

At the end of that day, we did not toast the completion of a successful
event. Instead, we acknowledged the challenge that these regional
leaders had presented to BASIC. An exchange of ideas on the drivers
of innovation is only the first step. The complete story must be told
through the design and implementation of actions to advance the lead-
ership role of the region, the state and the nation in an increasingly
competitive global environment.

The Roundtable speakers emphasized that the challenge to the Bay Area
is to change how we act, how we think and how we work together. The
Bay Area Science and Innovation Consortium is committed to helping
the region to meet that challenge.
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Bay Area

Innovation Network Roundtable

ldentifying Emerging Patterns
of the Next Wave of Innovation

Technology innovation in the San Francisco Bay Area is alive and well,
but it is taking a different form from the wave of innovation a decade
ago that spawned the dot-com bonanza and implanted the term “Silicon
Valley” into the public lexicon. That is the conclusion of a select group of
40 influential men and women, seminal thinkers representing a broad
spectrum of public and private research and development institutes and
enterprises, mostly from the San Francisco Bay Area. These leaders
were invited to participate in a day-long roundtable symposium aimed
at identifying new and emerging patterns and key drivers for the next
wave of innovation. The roundtable symposium was held on April 5,
2007, at the Quadrus Conference Center in Menlo Park, the heart of
California’s Silicon Valley, and was jointly sponsored by the Bay Area
Science and Innovation Consortium (BASIC) and the U.S. Department
of Labor's Workforce Innovation in Regional Economic Development
(WIRED) program.

Wayne Johnson, Vice President, Worldwide University Relations for
HP, was one of two keynote speakers who opened the event, saying,

The world is changing and the ways in which we do busi-
ness and become successful are different. We believe that
our prosperity and quality of life depend on understanding
these new ways. The San Francisco Bay Area has been a
leader in innovation. We’ve consistently been able to find
ways of reinventing ourselves and new ways of creating
value and exploring where innovation is going. One possi-
ble tagline for today’s event might be, “If only the Bay
Area knew what the Bay Area knows.”
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Regis Kelly, Chairman of BASIC, welcomed the participants and set
the stage for the symposium/networking event with his opening re-
marks, saying,

Every politician and would-be politician is quick to tell us
that innovation is important to our country, but what does it
really mean to be innovative? Are we more or less innova-
tive now than we were five years ago? How do you meas-
ure the success of innovation? How do we compare what
we are doing here in the Bay Area with what is being done
in terms of innovation across the rest of the nation or through-
out the world?

BASIC put together this roundtable symposium/networking
event with a goal of developing answers to these and other
fundamental questions about the nature of innovation today.
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Keynote Addresses

Wayne Johnson on
Globalization and
Innovation 3.0

In Johnson’s address, his principal contention—and a theme that
would be repeated often throughout the day—was that innovation, as
practiced in the San Francisco Bay Area and elsewhere in the United
States, must change. Change is necessary in response to evolving so-
cietal and cultural pressures. Of particular importance is the impact of
globalization, in which geographic distance becomes irrelevant with
respect to establishing and maintaining cross-border economic, politi-
cal, and socio-cultural relations. Johnson said that with the growing
integration of economies and societies around the world, “innovation is
literally being disintermediated.”

In discussing globalization, Johnson cited the book, The World is Flat,
in which economist and New York Times pundit Thomas Friedman
has argued that globalization, through technologies such as the Inter-
net and Web 2.0, is “flattening the world” in the sense that the com-
petitive playing field between developed and emerging market coun-
tries is becoming increasingly leveled. Johnson argued that globaliza-
tion can be embraced as a positive force for innovation:

Globalization can be thought of as the widening, intensifying,
speeding up and growing impact of worldwide intercon-
nectedness. It is a major force in disintermediating innovation.

Johnson said that through globalization, multiple evolutions are tak-
ing place in economic ecosystems, education, talent and skill-sets,
sources of invention, and business strategies:

Ultimately, we’re seeing a shift in national competitiveness
on a global scale. Like it or not, globalization is here to stay,
and the real question is, Are we ready for it?
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Living Studies

The two keynote addresses were followed by five speakers who shared
their personal experiences in innovation leadership and entrepreneur-
ship. Leading off this segment of the program was Corey Goodman,
President and CEO of Renovis, Inc., a science-driven, biopharmaceuti-
cal company that “seeks to discover, develop and commercialize thera-
peutics for major medical needs in the areas of neurological and in-
flammatory diseases.”

Goodman is an award-winning neuroscientist who was a professor at
the Berkeley campus of the University of California (UC), most recently
as the Evan Rauch Professor of Neuroscience. He has also served as the
Director of the Wills Neuroscience Institute and an Investigator with
the Howard Hughes Medical Institute. From 1979 to 1987, he was on
the faculty of Stanford University. In 1994, he co-founded the biotech-
nology company Exelixis, Inc.

Citing the “three great biomedical campuses” of Stanford, UC Berke-
ley and UC San Francisco, and the region’s tradition of innovation,
Goodman hailed the San Francisco Bay Area as “the hub of biotech
innovation,” and noted that the region now hosts hundreds of biotech
firms. “At Renovis, we are focused on neurological diseases and disor-
ders, a large and growing segment of the industry that offers great po-
tential for long-term success,” Goodman said.

His early experiences with Exelixis convinced Goodman that scientists
“are not very good at coming up with business models.” His first major
take-home message, which he kept in mind for the start-up of Renovis,
and which he continues to pass along to all scientists who would also be
entrepreneurs is: “It is as important to be innovative on the business
side as it is to be innovative on the science side.” He advises scientists
to hook up with entrepreneurs who have built companies before, par-
ticularly ones whose skills and experiences complement your own.

Corey Goodman
on Biotech
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Pankaj Dhingra on
Nanotech
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Both Exelixis and Renovis started out as technology platform compa-
nies, but both subsequently morphed into drug discovery platforms.
Goodman says the key to their continued success is the willingness to
be flexible and adapt. Companies that have stubbornly tried to remain
true to their original technology platform visions have, for the most
part, gone down:

Don’t stay married to your original technology vision. Times
change and you must too—business models morph, great
companies adapt, and success is rarely achieved based
on the original vision.

Among the other lessons Goodman draws from the Exelixis and Renovis
experiences are that venture capitalists invest in people as well as tech-
nology, and that they also invest in business models and exit strategies.
This means that while the scientific founders may provide vision and ini-
tial technology, the business founders are equally important because they
know how to build and acquire funding for technology:

Look for a CEO who is strong and nimble and surround that
person with strong team players. Take money when you
can, but remember that not all money is the same. As for in-
tellectual property, file early and often; in contrast to other
industries, much of biotech value is in the IP.

Goodman also cautioned scientist/entrepreneurs to manage uncertainty
by balancing technology portfolios with some lower risk projects, and to
“accumulate all the assets you can to broaden or strengthen your tech-
nologies.” Above all, he said, “Lose any ‘not-invented-here’ mentality.”

The second speaker to relate personal experiences was Pankaj Dhingra,
CEO of Nanostellar, Inc., a nanoengineering firm specializing in compu-
tational nanoscience and advanced synthetic chemistry in the develop-
ment of nanoscale catalytic materials for diesel emissions control.



Nanostellar, Inc. was founded in 2003 by scientists with Stanford Uni-
versity and NASA Ames.

During his 25-plus-year career, Dhingra has managed a technology
start-up and a $650 million global automotive components business.
His professional experiences span finance, strategic planning, mergers
and acquisitions, and sales and marketing with Delphi, General Mo-
tors and Unisys. Prior to joining Nanostellar, he served as President of
the Energy Division of Enerl, Inc., an alternative energy technologies
company. Dhingra holds an undergraduate degree in Electrical Engi-
neering from India, and an MBA in Marketing and Finance from Co-
lumbia University.

Quantum chemistry is Nanostellar’s reason for being. Our
vision is to computerize chemistry and use this new ap-
proach to out-compete 100-year-old trial-and-error-based
knowledge so that we can deliver complex products much
faster than possible with today’s technology.

Nanostellar, he explained, has been built upon a scientifically innova-
tive technology platform, which the company dubbed, “rational cata-
lyst design methodology.” This technology platform utilizes a combina-
tion of computational materials science, novel synthesis and chemical
engineering to develop new materials. In contrast to Goodman'’s cau-
tion that companies should not “stay married” to their original tech-
nology platform, Dhingra said that Nanostellar has retained a “ma-
niacal confidence” in its methodology:

We may, as circumstances dictate, correct our course, but
we don’t abandon our technology.

Nanostellar’s devotion to its innovative methodology stems from both
its success and the company’s “overwhelming need” to innovate in the
face of huge industry participants such as BASF, Johnson Matthey,
and Umicore, each with R&D budgets over $100 million. Although
well-capitalized, Nanostellar is a considerably smaller company, with
less than 40 employees.

To date, Nanostellar's faith in its technology platform has been justi-
fied. Most recently, the company announced the introduction of gold as
an oxidation catalyst, a first in diesel emissions technology. Nanostel-
lar's NS Gold™ catalyst enables manufacturers of light- and heavy-duty
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Marissa Mayer on
Information
Technology
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diesel engines to reduce noxious emissions by as much as 40 percent
more than existing pure-platinum catalysts at equal cost. Platinum is
the most expensive component of the diesel oxidation catalysts required
to meet the new, stringent emission regulations for the 14 million light-
duty and 2 million heavy-duty diesel vehicles which are produced an-
nually worldwide. Gold is currently about half the price of platinum.

The emergence of bio and nano technologies as hotbeds for innovation
has not diminished the status—or the clout—of information techn-
ology (IT). As the Internet transitions into the next generation of IT,
commonly referred to as Web 2.0, the ability to innovate on a global
scale has clearly become a major determinant of commercial success.
The first speaker to share personal experiences of innovation from an
IT standpoint was Marissa Mayer, Vice President of Search Products
and User Experience for Google, a company that is widely considered
to be the standard-bearer for Web 2.0 and is arguably the greatest
success story of Internet-based enterprises.

Since its inception in 1998, Google has grown to a workforce of more
than 4,000 with revenues approaching $4 billion a year. Mayer, who
holds an M.S. in computer science from Stanford, joined the Google
staff in 1999. She was the company’s first female engineer and was
brought in to lead the user interface and webserver teams. Her list of
accomplishments includes designing and developing Google’'s vaunted
search interface; internationalizing the site to more than 100 lan-
guages; defining Google News, Gmail and Orkut; and launching more
than 100 features and products on Google.com. She has also taught
introductory computer programming classes at Stanford, for which she
was recognized with both the Centennial Teaching Award and the
Forsythe Award.

The first key principle for innovation at Google is that ideas
come from everywhere. We also encourage employees to



share everything they can. Google has fostered an atmos-
phere in which management tries to share as much informa-
tion with employees as possible. By being super-open, we
give our employees a really strong sense of ownership and a
greater sense of responsibility for company decisions.

To show how Google puts into practice its belief that good ideas can
come from anywhere within the organization, especially when knowl-
edge is shared, Mayer described an internal program for employees
called “Snippets.” Every Monday, employees or teams of employees can
post on the company e-mail list a short message—a snippet—that de-
scribes a particular task or problem they’re working on:

We find it’s a good way for employees to get help from
others who are active in the same area of concern. It also
helps reduce redundancies so we don’t have people from
different parts of the company working on the same thing
with no idea as to what’s been done before or what’s be-
ing done now.

Employees are also given one day a week, or 20 percent of their time,
to work on their own pet projects:

We call this a license to dream. We believe that if you hire
really smart people and give them a lot of information, you
also need to empower them with time and freedom. We
feel we get much greater productivity from our employees
in return.

Another key Google principle is that innovation is not instant perfection:

My mantra is to launch new products early and often.
Google has won a reputation for its quality so people have
come to expect new products to be great right out of the
box. That’s pretty ironic to me, because we have always
launched whatever we’ve had to launch, whenever it
could be launched. Then we iterate it (based on user
feedback) to make it better.

Among the other Google principles for innovation discussed by Mayer
were: “data is apolitical,” “creativity loves constraint,” “users, users, us-
ers,” and “you're brilliant, we're hiring.”
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Stan Williams on
Information
Technology
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It is Google’s primary mission to organize the world’s information and
make it universally accessible and useful. To accomplish this, Google
focuses on finding out what products users need and how will they make
use of those products. Google then hires very smart people and puts them
in a creative environment—they call it the GooglePlex—where ideas are
encouraged to thrive. However, Mayer cautioned that success itself can
become a major obstacle to innovation if a company allows itself to
become paralyzed for fear of not meeting raised expectations:

The bigger and more successful you become, the greater
the fear that we can’t do this any more. That’s why we say
innovation is not instant perfection and why we launch early
and often. It helps keep you fearless.

Google, for all its gargantuan prosperity, is still barely into its corpo-
rate adolescence. For a glimpse at how innovation is kept alive in a
company that has been in existence since 1939, Stan Williams, HP
Senior Fellow, and Founder and Director of HP's Quantum Science
Research group, shared some of his experiences.

Williams, who holds a Ph.D. in physical chemistry from UC Berkeley, is
one of just five active HP Senior Fellows out of a total technical staff of
more than 40,000. For the past 30 years, his primary scientific research
has been in the applications of solid-state chemistry and physics to
technology, with his most recent emphasis on nanostructures and
chemically-assembled materials. Among a plethora of accomplishments,
he organized and co-edited, respectively, the workshop and the book,
Vision for Nanotechnology in the 21st Century, which led to the estab-
lishment of the U.S. National Nanotechnology Initiative in 2000.

The Quantum Science Research (QSR) group that he created and directs
was established in 1995 to prepare HP for the challenges and opportuni-
ties ahead in electronic, photonic and mechanical device technology as



technology transitions from the micro-scale to the nano-scale era. QSR
now has a staff of more than 60 scientists and engineers.

From the standpoint of science and technology, the op-
portunity for creating new products or multiple new prod-
ucts—not just modifying or improving existing products but
creating entirely new things—has never been better. In
many areas, there has simply never been a better time to
be a scientist.

In terms of keeping innovation alive and well in a mature company,
Williams noted the advantages of having a large multidisciplinary and
multicultural team in his QSR group, a team that not only includes
scientists and engineers, but even philosophy scholars. “The scary
thing about my group is that practically nobody was born in the
United States,” he joked. “But because we are so multicultural and
multidisciplinary, we've had to learn to communicate across what have
been traditional barriers. We can now freely exchange ideas.”

What has transpired within his QSR group is a microcosm of what is
transpiring regionally, nationally and throughout the rest of the
world, and Williams said that it illustrates the enormous potential to
be had from global innovative networks. Among the major principles
he cited for innovation at HP, specifically in his QSR group, are a will-
ingness to take big risks, a willingness to be systematic and persistent
about invention, and a willingness to break a lot of rules and accept
the consequences:

You have to not be afraid to fail, and you have to learn from
your failures. In terms of being systematic and persistent about
invention, you must be able to ignore what is deemed urgent
to take care of what you know is important. As for the wiling-
ness to break rules, remember, | break rules, not laws; but it
helps to have a very understanding management!

Williams attributed much of his own innovative successes to the am-
ple presence of both mature and young talent at HP; the critical mass
of intellect, skill, competitiveness and environment that exists in
Silicon Valley and the San Francisco Bay Area; and, most importantly,
the low fear of failure that permeates the culture here.
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John Kao on
Architected
Innovation
Ecosystems
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What really keeps me awake at night is the worry that | am
playing it too safe. In order to move forward, you have to
continually be taking chances, and as long as you don’t
do it stupidly—as long as your risks are calculated—your
chances of innovative success are good.

Anchoring the personal experiences portion of the Bay Area Innova-
tion Network Roundtable event was John Kao, best-selling author of
the book, Jamming: The Art and Discipline of Corporate Creativity, and
a leading authority on corporate innovation and transformation design
and the future of business.

Kao, who has been heralded as a “serial innovator” by The Economist,
has made a career out of helping organizations go from “getting the im-
portance of innovation” to “getting innovation done.” The embodiment
of keynote speaker Radjou’'s Renaissance man, he has taught at Har-
vard Business School and the MIT Media Lab, and he served as Distin-
guished Visiting Professor of Innovation at the U.S. Naval Postgradu-
ate School in Monterey. Kao has also worked with a wide range of For-
tune 500 companies, start-ups, and government agencies around practi-
cal issues of strategic innovation and organizational transformation,
and has recently completed a new book entitled, Innovation Nation:
How America Is Losing Its Innovation Edge, Why It Matters, and How
We Can Get It Back. To write this book, he carried out in-depth research
in such countries as Singapore, Denmark, Dubai, China, and Brazil.

Innovation is the capability of continuously achieving a de-
sired future state. You can look at this from the perspective
of an individual who wants to follow his or her bliss, or you
can look at it in terms of a company that wants to follow its
vision or mission statement, or you can look at it from the
point of view of a civil society, regional, national or global.
From each and every one of these perspectives, innovation



becomes the answer to the question of what do we want
for ourselves.

Kao joined the chorus of speakers calling for new models of innova-
tion, but he cautioned that before effective new models can be created,
we must first dispel certain assumptions that have become no more
than myths:

Foremost among these myths is the notion that we (Amer-
ica) will always be the innovation leader because of our
can-do, wild-ass entrepreneurial culture. Other myths in-
clude: We will always be number one. We will always be up-
stream; they will always be downstream. We are originators;
they are copiers and low cost implementers. The American
model will always be the global model for innovation.

Because far too many of our political and business leaders have clung
to these myths, Kao says the United States is losing the global innova-
tion fitness race. Also, contrary to what Friedman and others have
said with regards to globalization acting as a flattening force on the
world, Kao argues that through globalization technologies, i.e., the
Internet and Web 2.0, the world is “emphatically” not flat:

Countries around the world are addressing innovation to
create new sources of competitive advantage and thus
they are unflattening the world to their own advantage. It
used to be that there was one big mountain peak with a
red, white and blue flag on it. Now we have several new
mountain peaks, such as Scandinavia, Singapore, Banga-
lore and Shanghai.

Kao said that successful models of innovation in the future will re-
quire new stewardship strategies and infrastructures. Such models
will also have to allow for better technology foresight, environmental
scanning and knowledge building. In creating these new models, inno-
vators will have to take into consideration new paradigms, such as
cultural intelligence and the catalytic role of the public sector, and
they will have to create global bridges and new commons.

In a world in which innovation has gone global, we must ask
ourselves, What is our role and distinctive competence? We
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must ask, What can the world do here, and what do we
choose to do in the world?

Obtaining answers to such fundamental questions on a national level
will require an entirely new technology roadmap—one that will entail
a reinvention of the critical technologies process and a national
knowledge-building effort. Such an effort will be galvanized by the
government's resources and ability to generate data, and fueled by
private sector initiative and technology.



Emerging Patterns

After the conclusion of the presentations in the Living Studies segment
of the program, the key points identified by the morning's speakers
were summarized by BASIC chairman Reg Kelly and BASIC director
Wayne Johnson.

The emerging patterns of the next wave of innovation include:

¢ A networked environment—in which ideas are brokered both
within and between organizations—is critical to creativity.

o Regional capabilities must be connected to global networks.

¢ Maintaining and attracting a talented workforce is a critical
factor in an innovation infrastructure; businesses need to
draw on the best talent from wherever it can be found,
including globally.

e Companies must be flexible and adaptable to changes affect-
ing their markets and technology platforms.

¢ Ideas come from everywhere; companies must lose any
“not-invented-here” mentality.

e Taking risks and not being afraid to fail are essential.

¢ Innovation on the business side of the process can be as
important as the science.

e The four network roles of inventor, transformer, financier
and broker are at the core of the new global innovation model,
so it is important to pick the right role or roles for your
particular company.
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Bay Area Action Challenges

The participants were then organized into three subgroups and asked
to discuss innovation practices and trends that pertain specifically to
the San Francisco Bay Area.

Because of its wealth of resources, the Bay Area has capable players in
all four of the critical global innovation roles: inventor, transformer,
financier and broker. This places the region in the enviable position of
being a global integrator and innovation hub. But companies and coun-
tries elsewhere are expanding their capacities; the Bay Area will not
remain a global innovation leader if we fail to take risks and invest in
our knowledge base.

When the participants reconvened in full session, each subgroup re-
ported a set of emerging innovation practices that are rooted in their
experiences, and they commented on assumptions, expectations and
cultural norms that are region-specific. They also discussed a list of is-
sues which the Bay Area Science and Innovation Consortium (BASIC)
could consider incorporating into an action plan.

BASIC chairman Reg Kelly then synthesized the recommendations into a
set of challenge issues for presentation to the BASIC Board of Directors.

1. As the emerging patterns of innovation are identified, the re-
gion must work collaboratively—across both public and private
sectors—to address the challenges, manage the complexities,
and build on existing strengths.

2. The region should promote innovation leadership by operating
within a global innovation environment while retaining a local
innovation leadership position.

3. Innovation is enhanced through the creation of a networking or
“brokering” environment.

4. It is of paramount importance for a regional leader in innovation
to continue to attract and retain a highly talented workforce.

To address these challenges, specific actions must be designed and
implemented. “Knowledgeable discussions must be followed up with
concrete actions,” Kelly said. “This is the challenge to which BASIC
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must respond.” Chaiman Kelly added that he considered the day’s ac-
complishments “spectacular” and that BASIC would be willing to or-
ganize follow-up events in the future.

Keynote speaker Wayne Johnson of HP strongly endorsed that idea
and also expressed enthusiasm for the ideas presented and the rec-
ommendations that were made by the networking subgroups:

This innovation roundtable symposium/networking event
has placed BASIC in a much more visible leadership role in
the San Francisco Bay Area, and has effectively associated
BASIC with the future innovation of this region. It has also
made much more explicit the great degree to which Bay
Area companies are interconnected to the global com-
munity. We now have the beginnings of a platform on
which to build a community of interested people who can
seize the opportunities that are before us, and who dem-
onstrate leadership and commitment to leading the Bay
Area forward. Through groups like this, we can bring to-
gether the right resources and thought leadership to shape
the path ahead.
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Appendix

Post Conference Follow-Up Actions
by the BASIC Board of Directors

In May of 2007, based on recommendations from the Bay Area Innova-
tion Network Roundtable, the BASIC Board of Directors revised its
2007-2008 action plan to focus on the following priorities:

1. Build Collaborative Networks
Build networks across industry, university and governmental
sectors to address science and technology problems and sup-
port opportunities for advancing regional leadership.

2. Promote Global Innovation Leadership
Promote entrepreneurship in a global environment while re-
taining local innovation leadership.

3. Strengthen Talent Base
Address specific issues impacting the science and technology
segment of the Bay Area’s highly talented workforce and en-
hance its continued leadership in innovation.

BASIC is now designing specific projects to address each priority issue
area. As the projects are developed, they will be listed on the Mission
and Action Plan page of the BASIC website (www.bayeconfor.org/basic).



