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The Aspen Institute Ideas Festival (July 2 -8, 2007) featured 100 speakers on a wide range of
cultural, commercial, social and political trends. The range of presenters was extensive from
Vinod Khosla (Khosla Partners) to Tom Friedman, Bill Clinton, head of the Marine Fisheries
Council, John Doerr and several leading scientists. This summarizes some of the common
themes which came out of the presentations, together with possible investment implications.

While most of the trends discussed were quite sobering, there was broad-based agreement ---
from both the left and right politically --- that the issues we face as a society can only be
addressed by entrepreneurially driven business investments. The solution to the issues we face
are seen as producing dramatic improvements in income and job creation --- in Clinton’s words,
“the biggest explosion in economic growth since the industrial revolution”.

Overall - The key take away was this: The notion of Sustainability has become a powerful,
compelling theme which will dominate the next decade or so. It knits together social and
commercial interests in a way that previous “green movements” have never touched. In just the
last year (since Aspen Ideas II), it is clear that sustainability has become the umbrella ideas.

Unlike previous “save the earth” social movements, sustainability is a concept people seem to
embrace because they can understand and translate it into individual choices; things they can do
personally. In this context, it seems to rise above more narrow expressions like fair trade,
organic, bio-degradable or recyclable --- individual ideas which pertain only to certain segments
of society and not to the broader notion of passing on quality of life to our children. In my view,
every investment we make going forward needs to have sustainability very near the center of its
strategic plan.

This notion of sustainability can be expressed simply in a model for evaluating investment
opportunities. One speaker described this model as marrying inclusive market growth with long-
term sustainability in a for-profit enterprise.
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Key Themes – Here are seven themes which may be helpful in shaping our investment
aspirations:

1. The US is losing global competitiveness at a rapid rate. Beyond the continuing under-
investment in K-12 education, we are falling behind in two key areas: The U.S. has
reduced NIH and other basic research investment steadily over the last few years and
tightened significantly the immigration rules for highly skilled workers. As a result,
basic research in areas like biotech and all types of engineering is slowing substantially.
This is believed to point towards a significant drop in applied innovation for U.S.
companies that depend on R&D. Perhaps 7-10 years out, we face a huge shortage of
critical innovation which business must make up for.

Investment Opportunity Areas
− Out-sourced basic research companies --- new versions of the Batelle Memorial

Institute or Xerox Parc --- could turn out to be profitable enterprises.
− Businesses that provide online learning / educational re-tooling for advanced skills in

the sciences; rapid “manufacturing” of high skilled engineers, chemists, etc.
− New research environments catering to retired science professionals who “come back

to the lab” to do technical work in their fields

2. A shortage of fresh drinking water will become an issue even in the U.S. Even absent
the implications of global climate change, withdrawal / replenishment projections for the
West, Southwest and Florida are for significant shortfalls in potable water. Broad-based
restrictions on growth are seen as politically impossible, driving the need for
conservation and private investment in water clean-up, sourcing and supply technology.
Translation: American will increasingly be asked to pay more for something traditionally
thought of as free.

Investment Opportunity Areas
− New generation water purification technology at point of consumption

o “Whole house” residential water purifyers to clean up increasingly polluted
city water supplies.

o Improved water filters for food service coffee, tea, juice, soft drink machines /
services to install / maintain.

o Small community grey water clean-up systems for irrigation --- multi-unit
residential, high rise, etc.

− Maintaining the “look of green” in a water-constrained world.
o Low volume / high efficiency irrigation landscape systems which replace

“grass and shrubs”.
o New breed / low water consuming plants --- e.g. propagated grasses / native

vegetation.
o Wild flowers with better growth potential to replace lawns.

− Low volume irrigation technology / installation, particularly aimed at rain water
collection and banking for residential / commercial application. Importantly,
companies will increasingly look to convey their green credentials (and to save
money) by moving to all natural / high tech landscaping.
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3. The twin issues of global energy shortfalls and greenhouse gas emissions will not be
ignored much longer. Consensus is emerging, though not yet publicly. Equal carbon
emissions per capita is likely to be the world standard, meaning China will be allowed to
come up while the US will be forced to go down. This is seen as the only possible way to
build global agreement. Even the most stubborn U.S. opponents of carbon regulation (i.e.
Dingell of Michigan) seem to have concluded that a combination of government imposed
carbon taxes and a private market for carbon trading is not only inevitable, but possibly
even pro-business. As evidence, Denmark and the UK are being cited as the leaders in
worldwide job creation as a result of their decision to get ahead of the Kyoto standards
for carbon emissions.

Investment Opportunity Areas – There are hundreds of places to focus here, and many
will be overrun by investors. But I want to look at:
− Commercial roofing as there should be significant opportunities in re-roofing of

commercial buildings with reflective or “live” roofs.
− Carbon foot print monitoring/measurement, both as a service and as a technology.

Like fire alarms, leaders like Wal-mart are already looking to stop carbon emissions
at the source by measuring carbon emissions store by store.

− Paints and coatings which have zero VOC emissions, and the ability to reflect or
absorb heat.

4. Truth is emerging on the need for a much broader approach to alternate energy
sources. The bloom is already off the rose on corn-based ethanol manufacturing. There
seems to be a broad-based understanding that investors have over-committed to ethanol
capacity and that there is not enough corn to make a dent in domestic oil consumption
(16% of U.S. corn growing capacity replacing only 1% of U.S. oil consumption).
Moreover, corn is seen as environmentally unfriendly, because it consumes so much
nitrogen fertilizer. And so much new corn planting threatens to force disparities in
Soybean production, threatening U.S. export commitments.

Similarly, direct-generation photo voltaic power generation seems also to be losing its
“brilliance”, despite increases in commercial installations. Key reason: The power
generated per dollar of investment is just too low. Thermal solar system (mirrors
concentrate sun on a steam producing device which powers a conventional generator)
seems to be the next generation, but it’s not clear. Nuclear is emerging as the only viable
“short term” (e.g. 50 years) solution, and increased motor fuel taxes look like a sure
thing.

Investment Opportunity Areas - None, or close to it, at least in the middle market. In
talking with Vinod Khosla, I concluded that very few people are skilled enough to pick
winners here, and that this is best left to venture capital.

5. Cell phones will become essential to doing business with consumers. The
introduction of mobile phone systems may be the single most important economic
development tool --- and business opportunity --- in the world. The U.S. is way behind
on the use of cell phones to complete transactions, but this will come quickly, based on
success in markets like Korea. Interesting perspective:
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 A study led by the London Business School concluded that in developing countries, a
10% increase in the use of cellular telephony increases GDP per capita by six-tenths
of a percent. According to McKinsey & Co., the overall benefits of cellular
telephony can be as high as 8% of a nation’s GDP.

 In Bangladesh, the cell phone system has been so successful that it is no longer
economic for village operators to make a living selling single calls on their cell
phones. Cell phone ownership has gone from 2 per 1000 households to 63 per 1000
in five years, as the cost of handsets has fallen from $250.00 each to $22.00 each ---
this is the world’s poorest nation.

 Compared to almost any other instrument of commerce, cell phones are already
dominant globally --- far ahead of the U.S. Worldwide, there are 2.7B cell phones in
service compared to only 1.5B telephones, 1.4B credit cards, 1.1B internet users and
only 0.9B computers.

Investment Opportunity Areas
− Financial Systems / Services which account for cell phone purchases and quickly

accumulate high volumes of small purchases for retailers, vending, etc. “Touch To
Pay” credit cards are becoming very successful (60 – 70% of fast food volume in
mature markets), but they could be replaced very quickly by cell phones when
payment systems catch up.

− Cell phones accessories which make usage easier. While these entail technology and
rapid adoption risks, current products are still very clumsy and Telco retailers are
looking for better sources. Example: the Jawbone Bluetooth earpiece is vastly better
than current technology and is selling well at 2-3X the price of regular Bluetooth ear
pieces. Success here would require strong speed to market / innovation capability,
but the volume is attractive.

− Batteries, batteries, batteries. No matter which technology “wins” --- WiMax, 3G,
etc. --- portable phone / communication devices are going to need a steady stream of
portable power. Improved battery technology, chargers, etc are all areas of potential
as are the retail channels to distribute them. Witricity (electricity that is transferred
wirelessly for up to 7 feet) will kick off a whole new generation of product innovation
beginning in mid-2008.

6. Awareness of global fishery depletion is growing. Increasing CO2 levels, warming
water temperatures and record demand for fish is wreaking havoc with 90% of the
world’s oceans. Fish supplies may be the first foodstuff to “run out” in the world and it
will have very negative effects on large parts of the global population. Several issues are
at play here:
 Massive over investment in subsidized fishing fleets has made global catch and

distribution operation very inefficient and brought continuing pressure to pull
younger/smaller fish out of the ocean.

 We are at capacity now: 95MM tons is about the most the global seas can produce
and we are at this “sustainable capacity” now. Yet, global seafood consumption is
growing at +8%/year.

 Habitat is being damaged at a rapid rate by warming water and changes in PH. Sea
grass and coral are the most obvious victims; both are key to the eco chain which
supports regeneration of fish supplies.
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Investment Opportunity Areas
− In-land fish farming looks to have significant potential beyond catfish. Barramundi

farming, for example, is about “carbon neutral” and quite profitable.
− Sustainable ocean production of salmon & tuna is also attractive, ideally if it has a

local market. First generation salmon farming, for example, is very carbon negative;
fish is often flown from the North Sea to China to be filleted by hand before being
sent back to the U.S., burning significant fuel in the process. The leader here is
former Horizon Organic CEO, Tom McKlaskey who started Kona Blue Fish six years
ago in Hawaii and is now turning a profit.

− Coastal shellfish aquaculture, which helps clear the water and is highly sustainable,
looks very attractive.

− Shrimp farming, when done correctly (e.g. with proper water treatment, limited use of
antibiotics, etc.) looks to be an extraordinary opportunity --- truly the “fourth
protein”. Shrimp is acceptable cuisine in most cultures, easily flavored and more
efficient than chicken in converting feed.

− Manufacturing of fish feed which is not made from fish meal looks like a huge
opportunity. The current fish meal industry is seen as highly distinctive to the eco-
habitat because it swallows up whole schools of feed fish, depriving other predators.
An alternative source of feed would be highly marketable globally.

7. The US will move to some form of universal health care. Universal coverage is
gaining traction for economic, not political, reasons. The emerging belief is that unless
everyone is covered, the non-covered will shift their higher costs to the system as a
whole, artificially raising costs. This dilemma is best illustrated by insured families who
use Hospital Emergency Rooms for routine care at a cost of 10-20X that of clinics.

The move to universal coverage will most likely come a slice at a time over the next ten
years, with coverage for all children (extending the current SCHIP system) coming first.
Next up: Medicaid for pre-retirement consumers aged 55 – 65--- the fastest growing
group of un-insured. The Iraq war seems to be in the way of any faster action, because
addressing it will require so much political capital that health care will have to wait.

Importantly, there is huge pressure by industry to de-link employment and health
insurance and this could speed up comprehensive reform. One solution is some kind of
universal voucher system which would provide a basic benefit, to be delivered through
private channels. Wal-Mart and Safeway have already gone public with support for
Sen.Wyman’s proposal along these lines. Among other things, it would also eliminate
the healthcare tax deduction for higher wage consumers.

For all solutions, comprehensive automated medical records and payment systems are
seen as key. This is thought to require about $10B in technology investment and Hillary
Clinton is believed to have this as her “first step” initiative. But politicians also have
their eyes on the “wasted” sales and marketing expenses from having competing insurers
“bid” for insurance work at multiple employers. The need for insurance industry
consolidation (down from 1000 insurers today) was mentioned as a way to pay for
electronic medical records programs.
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Another trend: integrated care is believed to be key to addressing the cost of care for
chronic diseases. This is because the 10% of the Medicare recipients who account for
70% of costs have an average of 7 different physicians in five different locations. The
idea of a “health care home” (a GP or Nurse Practitioner chosen by the patient to
coordinate all their care) seems bound to take off; United Health Care (the largest third
party payer) has just announced support for this.

While more distant, there also seems to be some growing interest in government imposed
effectiveness testing for pharmaceuticals and medical devices which are either “me too”
(i.e. there are 23 very similar drugs for AIDS), not cost effective (i.e. $100,000 / month
cancer drugs which add 6 weeks to life) or of questionable medical value (like heart
stents which are a highly debated therapy). This points to some kind of extended Phase
IV testing/tracking mandate for FDA in the next administration.

Investment Opportunity Areas There are so many places to look here, and so much
change to take advantage of that this list could be very long. But to pick a few:
− Training systems or schools for nurses seems like a huge opportunity, as they are in

short supply around the world.
− Measurement technology for pharmaceutical efficacy looks like a major opportunity.

Services which provide the FDA or Pharma companies with the ability to measure
side effects and comparative performance will be in increasing demand.

− More efficient medical services at both the top and bottom end of the socio-economic
scale are going to be very attractive. This is because company voucher /
reimbursement systems will be expected to pay only for “average” care. This means
high-end households will want what only concierge medicine can provide while low
income households will look for ways to stretch their voucher benefits as far as
possible.

One other point is worth highlights, though I don’t know yet what opportunities this trend will
bring: NGO’s are seen as becoming a “third force” in getting things done in the world --- more
effective than government, less predatory than big business and very fulfilling for the people that
work in them.

 In the US, there are now 1,010,000 non-profit foundations, associations, etc. --- more
than half of them founded in the last ten years. This reflects an explosion in the numbers
of people with money to invest in their own convictions as well as the number of people
who have the leisure time to donate to something they see as valuable.

 This trend feels like it should be “boomer driven” --- the product of people entering
retirement who have time on their hands. But it is perhaps most evident among younger
people. Example: Teach for America (a two year inner-city teaching program) is
attracting 1 in 10 graduates of Ivy League colleges.

 Volunteerism is seen as a highly effective tool for improving the image of America
outside the US and this issue seems surprisingly important to people across socio-
political lines. Example: Approval rates for the US doubled in Indonesia (from 30% to
60%) after receiving US aid after the Tsunami. America’s relatively strong reputation in
Africa (80% approval vs. 30 – 40% in Europe) is believed to be directly related to public
and private aid from the US on AIDS and Malaria.


