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Rick Snyder
Introduction by Stephen R. Forrest

I'd like to introduce our next speaker, Rick Snyde. Rick is Char of the Board,
CEO, and co-founde of Ardesta. Since 1991his primary busness activities are
focuses on technology indugries and the development of an emerging and high-
growth companies. In 1997hefoundeal and now leads Avalon Investments, which
IS aventure capital company targeted at investments in technology-oriented
ventures. Avalon was established as a $100million fund targeting early stage
technology investments. From 1997to 2000 it invested in 24 companies, induding
several tha were started based on technology transer from universities. From
1991to 1997he served as the Executive Vice President and the President and
COO of Gateway. His responsbilities induded overseeing all company ope&ations
and assisting in the strategic direction of a company.

During his tenure at Gateway, the company grew from a privately held
company of $500millionto aNew Y ork Stock Exchangetraded organization with
revenues in excess of six billion. He currently serves as Charman of the Board of
Gateway. Rick studied at the University of Michigan where he earned his Bachdor
of General Studies degree with high distinctionin 1977,a Master's of Busness
Administration with distinctionin 1979,and a Juris Doctor in 1982.He completed
his third degree at the age of 23.

In addition to serving onthe Board of Gateway, Rick is active ontheboadsor
advisory boads of severa privately hdd companies and community and
educationd organizations induding the University of Michigan Technology
Trander Nationd Advisory Boad, the Samud Zell and Robat Lurie Ingitute for
Entrepreneurial Studies, and the Nano Bugness Alliance. Rick is also a member of
the Michigan Bar Assodation. So, please join me in welcoming Rick who will
speak on the case for world-class suppliers to become demand generators.

Snyder

Goodmorning, I'm hgppy to be here. A couple things first of al I'm looking at
acouple hunded people, and I'm standing beween you and lunch. So, in the
interest of beng a goodentrepreneur, I'm going to abbreviate my remarks and
really focusonwha | think is the mog important things. So, tha's agoodon-the-
fly thing of beng an entrepreneurial. The secondthing that's going to be
dramatically different than wha youve heard from mog of the other speakers
today is I'm going to focus on the Michigan side of thingsas oppo®d to the
naiond or federal side | agree with thewondaful remarks made by people today.
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| thoughtthey were very hdpful, very thoughtful and very congstent so youve
heard them many times over already. And tha's the basic premise of what the
research universities really dowell and what do they need more of. Andtha's to
continuedoing world-class research and graduding fabulous students. Thos are
two topics that we all agree on, so I'm gonra skip those and jump into the
Michigan side of things

First of al onthe Michigan front, wha can | say? We're in a severe structural,
notcyclical, crisis. Theinteresting part of our crisisisis tha our Katrinahas been
onthehorizon for ageneration and what did we do aboutit? We largdy watched it
come. S0, now we have acrisis. Should we get really depressed? Well, there's alot
of problems and a lot of severities people are gonnasuffer, and we have to suppot
those people. So, it's nothing to betaken lighty. We still dont know where the
bottom of our crisisis.

Onethingthat | doknowtha | dolookforward to outof all thisisthat thereis
asilver lining. And tha's the oppotunity to make the crisis into a postive. One of
the speakers said it earlier, in Chinese, howis crisis represented? It's oppotunity in
some ways. And, so wha's thesilver lining of this situation tha we can now turn
aroundand get togeher, get on the same page and take action to hep changethis
state in adramatically postive fashion. And tha's wha I'm looking forward to.

Well, the next thing | want to very briefly cover are wha are the leversto
changean econony, to make it a knowledge-based econony or innovaion-based
econony? Andthisisn't agreat academic study, thisis my list. There are five key
levers to make econony really take off. And I'll give you my ratingson how
Michigan's doing.

Thefive thingsjud to walk throughthem quickly first are technology,
infrastructure, capital, talent and culture. You need al five of those thingsto build
aknowledgebased or innovaion-based econony. How do we rank in this state?
Actudly, | sort of putthem in the order they rank. Technology we're green. We do
very, very well. Infrastructure, we do okay. | putayellow rating on tha. With
respect to capital, talent and culture | color usred. We'rein trouble. We
fundamentally have to make major improvements to become compeitive there. We
have a number of goodelements going on, butwe're not at the level we need to be
in order to become the Michigan we can be, and we need to do something about
that.

So how do theresearch universities play into this? Well, | think it's
fundamentally critical, and tha's why | had tha very longtopic to start with. |
think the research universities are fabulous world-class suppliers. They're great
supplers of research. They're great suppliers of talent. | think we're at atime now
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where thequestionis, can they do more than tha? Can we ask theresearch
universities to stretch, to go beyondthos traditiond missionsin a congdructive,
pogtive fashion andto look into afew other things?

I'm going to very quickly gothrough10 potential items tha they could ook at
tha | think could hdp make a difference in those five areas | previoudy
mentionad. First of al, let me get back to technology. What can they doon
technology tha they're not already doing with research? Well, first of al | want to
complement them on something tha | know at least two of the three are doing well
on, andthethird | jus dont have knowledge, so it's not a negaive comment. And
tha's ontheitem of tech trander. Tha's something tha the universities are quite
often knodked still in the press, butl can tell you from persond experience tha the
Michigan research universities are pretty goodat technology transfer. I'm proud of
how they've grown and evolved. What | will tell youisthey need continuing
suppot. It'sawork in process, we're notreally the world-class players we want to
be butwe're pretty darn close in tech trander. So, let's continueto invest in that
one

On technology, the second point, | want to emphasize though,is could we give
more though to figuring out wha we need to emphasize and wha areas we need to
really focusourresearch in. It's interesting. I've donethis many, many times where
I've goneto research sessionsor sessionswith the universities to ask them what
they're the best a. Y ou know what the standard answer is? It's virtudly everything.
It's very hard to get universities to pick and choos things to say they really are
better at some thingsthan other things And we really need to get people to focus
onwhat are those thingsthat fundamentally could be a major impact in theworld
over thenext 10- to 20-year horizon. We need to plan tha far ahead. It's like
leading the dudk hunt When youtre looking up there, how far do you have to lead
ahead to hit thetarget therightway. And we really need to focuson puting the
resources into thethingsthat are really going to movethe needle in thenext 10to
20 years. If we're shooing at something 5 years outwe're already too late in
today's world.

Let me moveto the next topic, infrastructure. Wha can we do there? Well,
some of the people in the audience have heard this. I've been a broken record for a
longtime abouta couple thingshere. We actudly do pretty goodon infrastructure,
butthe research universities could hdp ontwo fronts. One, access to equipment. If
you're ayoung,startup company, quite often you need access to key pieces of
equipment tha you can't afford, that, fundamentally, if you had access to could
make a hugedifference in the success of your company. And again, if the
equipment exists in the universities, it needsto be primarily used for research,
those people need to come first. But are there ways to get access to tha equipment
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for entrepreneurs?

The secondpiece is expertise. How can they get conaulting expertise from some
of thefaculty and staff in areas tha they need as they grow thar busnesses, from
the bugness schools, from the manufacturing side? It's interesting when you talk to
mogt entrepreneurs and you talk to the scientists aboutstarting their busnesses,
they will talk aboutther techndogy. They forget they actudly have to
manufacture something. So the questionis, how can we engage this massive
expertise tha we've heard aboutall day, aboutour expertise in manufacturing, and
get some conaulting advice on how to actudly build something in scale? And alot
of that expertise isin the universities or neworked throughthe universities.

Thethird area was capital. What can we do? Onethingthat | did mention that
theuniversities are really goodat is ther hugeorganizations If | took thelisting of
thelargest organizationsin Washtenawv County, you know wha the largest
organization in Washtenaw County is? It's the University of Michigan. It's
probably thelargest buyer in the entire county. The questionis, could we start a
first-cusomer program to say, how can theresearch universities potentially be
buyeasin some capecity of thethingsbeng invented by these companies? |
actudly struggled with tha. | had an internet-based company tha had some really
interesting technology in the health care field, and we tried to get the universities to
bebuyes of it. It was virtudly impossible because agan, they're largeinditutions
They have large buying processes. They're not geared to buy from entrepreneurial
companies. Can we start a program much like the suggestion program tha would
allow companies access to be suppliers to these largeingitutions these large
buyes?

Thesecondonel would throw outis even more radical, and tha getsto the
endowments. Because oneof the mgjor thingswe lack in this vicinity is venture
capital. And oneof the hardest thingsto do as a venture capitalist in this part of the
county isto ge ingitutiond investors. And | can tell you as a practical matter, the
ingitutionsin the state dont invest in venture capitalists in this state or in this
region. And | dont blame them theway it's currently structured. The chief
investments officers, the motivation for those people is to get the highest retum
regardless of anything else. Andif youte in tha job, youre simply going to look at
andytics and say |I've gottrack recordsof 20, 30 years with companies and the
firmsin thevalley, in Bogon, and I'm going to follow those. So, | appreciate where
they're coming from. The questionis can theinditutionsthemselves say, there
should be something carved out of that? Can we carve out some sector of those
dollars to say focus on being entrepreneurial in our own back yard. Let's eat our
own dogfoodby investing in the company we're actudly starting in our
community, indirectly. Get those going. But tha's something that's going to take
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leadership at theregiond and trugtee levels.

Thefourth areais talent. Wha can we do there? One of thefirst thingsis
hdping with the networking and mentoring. | applaud thetech transfer
organization for hep taking some leadership onthis, butthese are areas tha can
grow and fundamentally be much stronge. We could create a mentor network for
youngcompanies, for entrepreneurs to find expertise throughoutthe county.
Think of the alumni networks tha these three research universities have, and think
how often the alumni really are looking for ways to hep and give back. We could
come up with much better systems to connect people. To get theaumni talking
with youngcompanies where there's a goodmatch, where they could share ther
expertise to hep them be successful.

Thesecondthing | have unde talent is oneof the biggest ideas | would really
pudh. | think ona major scale something that could really move the needle in this
areaisto actudly ask theresearch universities, onthe educationd side, to change
ther mindset alittle bit. When | talked about coming out with world-class students,
I'm talking aboutpeople typically graduaing with their first degree, coming out of
school, or the other part youll hear is executive education. Let me ask you, wha
programs are there out there to take the undeemployed, senior executive or the
unemployed senior executive, the CEO-level person and hdp them learn to bea
successful entrepreneur, or to even participate in a small company? There are no
such programs really in existence, even naiondly, to do tha.

My point is Michigan should betaking world leadership in doing tha. We have
tha talent pool of those unemployed and undeemployed people. It's atragedy.
Why aren't we developing programs to capture them? We've been talking aboutthe
community level of creating a center for experienced talent, to hep them become
entrepreneurial and successful in youngcompanies. | beieve theresearch
universities should be embracing that and helping take leadership and making that
something of a key cormerstoneto hdping changethe state.

Number five isontheculture front I'll tell youafunnystory. When | first cane
back to Michigan and | started thislist of five, my own list of five, | only had four
ontha list. | didnt have culture onthelist. It was only after being here afew
months and going nuts and going crazy and seeing wha was going onthat | added
culture. Because tha's our biggest problem, to tell you thetruth, istheculturein
the state oneof entitlement, contentment or complacency.

We have to create tha fire, the desire to bethe best and to make it hgppen. And
theresearch universities are oneof thekeys in our current crisis. We have avoid or
avacuumof leadership at the state level. There are some very talented people at
the state level, but effectively they neutralize themselves, as you can see over the
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budge situaion over thelast few months, to the point of whois leading usat the
state level. We need grass roots efforts of people to stand up and take some
leadership in this state. One of the best groupsto do tha, tha have the podium, that
have the ability, tha have theknowedgebase, are the research universities. So,
please stand up, take more leadership, this sessionis an example of tha, butit's got
to get outto themasses. So, leadership is one of the key things

The secondthing where | actudly think that goodprogress has happened is
community involvement. Because again, it's leadership at the broad masses, but
also actudly getting involved on the ground to make thingschangeand hgppen.
Andonething I will absolutely complement the University of Michigan is ther
involvement in the creation of SPARK in the Ann Arbor/Washtenaw County area.
They were afundamental part of gettingit all to happen, they've been a
fundamental suppoter, and it has made a tremendousdifference in this community
aone Andthose are thekind of thingsthat really can make thingshgppen. So,
agan we've gotalot of work to doontha one So, there's roughly 10 quick points
I'll throw outto you there to think about

What are the chadlenges of doing these things of these 10ideas? Because |
want to be open. I'm guessing mog of these 10 probably won't hgppen,
unfortunaely. Wha | would like to seeis at |east three of four of thekey ones
happening. And why wont they happen? Well, first of al, theuniversities are
really focused and need to continuether focus on research and talent in terms of
thar core mission. They shouldn't bedistracted. We can't take arisk of having tha
not happen. So, tha's onething.

The secondoneis they do have limited resources. We need to find ways to get
them more resources, and resources to the students. And then findly oneof the
chdlenges tha university people--1 may get some chudkles depending on how well
thelightingis and who may see them--is the speed of decision-making process at
theuniversities. Typically--and it was funny, I've actudly had this when university
people talk aboutwhich decade are you looking for adecision. Tha's notreally the
case, because | have seen universities move very quickly, butit hasto be
something tha has a truly compdling need tha's virtudly ano brainer. Because
conenausis important. Coopeation isimportant. But thisis something that if |
look at thecrisiswe'rein, | can't see who'sreally arguing that we shouldnt be
doing more or really making thingshappen. So, those are some really condraints
on making this happen.

What I'm hopingis tha there is an entrepreneurial spirit out there to make that
happen. Because what is innovaion and entrepreneurship? Tha's point of this
whole discussion. Trying to build an innovation-based econony. Andinnovdionis
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really managingrisk. It's really saying there's some exciting oppotunity outthere
tha | have to accept as arisk tha nomally I'm hesitant to do, but|'ve overcome
the fear. I'm really willing to take the chance of failing. And in exchangefor
taking that chance of failing, | can ge&t much farther than | otherwise would have
advanced.

So in some ways, that's the great question, and that's why | put culture back on
thelist as oneof thekey things It's a cultural question. And nothing negdive on
theresearch universities, | really view it as a chance for culture innovdion and
advancement. What can we do with the group of people we have here to say we
can move our culture forward, both within the inditutions to say we can manage
each risk to take on some of these new initiatives that really make sense? How can
we get out to the masses, to thelarge popuktion of Michigan, millions of people,
and take leadership and community involvement to a new level to say we can get
them to undestand and appreciate managing risk?

Because the outcome truly isinnovaive. I'm very postive aboutthefuture.
Some people have said before, the statement I'll give quite often at a speech is, "If
you look back in history, what was the entrepreneurial and innovation center of the
United States in thelast century?' YouVve heard alot aboutthe Valley, and youve
heard alot aboutRoute 128.1'll actudly take tha argument up with virtuadly
anyone to say in thelast century those were probadly number two and three. The
innovaion center of the United States in the last century was Michigan and
paticularly Southeastern Michigan.

Youjud have to go back to the beginning of the century. And part of theissues
of why we're here today with these chdlenges is we were so successful. | think it's
actudly interesting if--and again, this is more my persond opinionN is we had
two successive waves of innovaion. We had an innovdion wave of technology,
which was the first wave, with the engineering, with the autosand a lot of other
indugries. Then we had a secondwave in the 305 40s and so onand tha was a
managerial, and organizationd wave of corporate behavior, building large
corporate entities. And theissuewe findly gotourselvesin is we built something
so successful, we kind of killed off or burnied our entrepreneurial spirit.

So, if anything, al I'm trying to dois really provokeyou today. |Gre provoked
you, hopdully, to say let's bring tha spirit back. Let's say, how can we take these
great ingitutions? How can we suppot them in doing ther fabulouscore mission?
But ask them to stretch jug that little bit more because we really need youto do
tha. Andif you dotha, we can make Michigan tha special place over the next
hunded years tha will really make a difference not jus for the people here, butfor
theworld. Thank you.
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