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HERMES: Hell o and welcome to Thel nnovati onVal ue. com
l'"m Amy Hernes. Wth innovation becom ng ever nore
i nport ant in t he wor | d, br eakt hr oughs in core
technologies and nethods that I|ead to products and

services are urgently required.

Some would claim that foresight research and the right
research environnent are essential to nurture invention

and i nnovati on.

And so we're joined today by two |eaders in this space.
Dr. Sophie Vandebroek is Chief Technology Officer and
President, Xerox Innovation Goup for Xerox Corporation
and Cathy Lasser is Vice President, Industry Solutions
and Energing Business at |BM Ladies, welcone to you

bot h and thanks for joining us today.

VANDEBROCEK: Great, thank you. It's ny pleasure.
LASSER: Thanks, Any.
HERMES.: So let's get started. In today's very

conpetitive and fast-changing environnent do you think
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there's a role for private industrial basic research?

VANDEBROEK: Personally | think it's essential. I
lead worldw de research for Xerox and its research
centers in five l|locations around the world, and the key
mssion is indeed to cone up with really high inpact

t echnol ogy that can do two things.

Nunmber  one, it nust create differentiation in the
mar ket pl ace. It's all about creating a unique custoner
val ue proposition. And nunber two the technol ogi es nust
al ways continuously focus on cost reduction. So it's
critical. | nnovation is really the key to organic and as

wel | as inorganic growth.

HERMES: Cat hy, sane questi on.

LASSER: | agree with Sophie, there is definitely a
role for private industrial basic research and it's
because research is changing over tinme. \Wen you | ook at
where we find problenms to do our research, we need to
ook for them in the nmarketplace. And in industry,

that's really where you find them

W have lots of work going on wth clients, wth
partners, and to be able to create the innovation by
matching the invention that you do in a research

organi zation with the insight fromthe marketplace in our
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clients, in our partners, that's really where the true

i nnovati on cones.

Al so working with universities is inportant and you bring
all those three things together, you really get that
diversity to really truly create the best innovation.

HERMES: Can you talk a little bit about the skills

and the kinds of researchers that you re | ooking for?

VANDEBROEK: When | look to hire a researcher across
one of our research centers, worldwide, | |look for two
aspects. Nunber one, they have to be top-notch technica
credibility in the field that they're hired for whether
it's 1in nano technology or |linguistics or conputer
sci ence or mechani cal engi neeri ng or chem cal
engi neering, they have to have a really excellent track

record.

However, that's not enough, because once you bring
top-notch people, the key thing is that they will be able
to not only successful ly i nvent novel potenti al
differentiating capabilities for our products and
solutions, but we need to be able to innovate, and
i nnovate neans you have to be able to influence the
busi ness decision makers, to drive change to proceed
forward because it's an amazing opportunity for our

custonmers and for the conpany.
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One nore thing | look for is diversity. Qur custoners
are very diverse and global, and so we try very hard to
create a diverse research organization. Everything from

diversity of thinking to diversity of gender...of culture.

It's very inportant, because not only are our custoners
diverse, and so if you design a new product, thinking how
woul d people around the world or how would different
genders deal with the product is very inportant, but also
once you create an environnent that's diverse you can

continue to attract ammzi ng peopl e.

LASSER: The diversity in backgrounds and thought, but
al so the diversity of disciplines. W used to be | ooking
for peopl e with fairly traditional sci ence and
engi neeri ng backgrounds... conputer science, mathematics,

chem stry, engineering.

But now with the work we're doing with clients in so many

different industries, we find the diversity of the
di sciplines such as busi ness, soci ol ogy, bi ol ogy,
managenent .

So the conbination of the traditional sciences and the
new sciences really is bringing a diversity of thought to
a research organization where people really like to try
to figure out what's the next thing that they can work on

that's going to make an inpact.
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HERMES: The President of +the Palo Alto Research
Center, PARC, which is the research arm of Xerox, was
recently involved in the d obal Innovation QOutlook which
is a platform to investigate innovation itself and to
di scuss energing trends and chall enges and opportunities

that affect business and society.

If innovation can be defined as the application of
invention, how is research changing in the 21st century
in order to foster t hat i nnovation and advanced

t echnol ogy?

VANDEBROEK: Marc Bernstein who is the President of
PARC, a wholly-owned subsidiary of Xerox, and | work
extrenely closely together. They do amazing research for
the different Xerox |ines of business, as well as they
have many additional custoners outside Xerox now and

clients that they do research for.

And so | was delighted when Marc was telling ne about
your G obal Innovation Qutlook study that you have
conducted and 1'm actually reading it. It's really
fantastic.

So how the role of research is changing, | think it is

fundanmentally inportant to making sure that the work in

the research | abs both enable the core busi nesses, in our
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case office, production and services, to really sustain
differentiation and sustain the attractive economc

returns.

At Xerox we | ook at the research |labs to enable options
to be created and we | ook at three different options. One
is positioning options, where the technology is really
new and the technology that is created can conpletely

di srupt an industry or current businesses that we are in.

Then there are scouting options where you can use your
current technology in the research |abs, ook at *‘how do

| scout out new markets’?

And finally there are conpletely stepping stone options
that the researchers nust |ook up and in that space you
| ook up things like the role of electronic paper and then
services running on that new nedia that custoners could

really enbrace.

LASSER: As part of the GO being part of those
conversations with our partners, both clients, partners,
universities, that's really where you're |ooking for the
opportunity. And research is changing because they are
mat ching that opportunity and trying to find the hard
problems and the hard research, based in sonmething that

can be used.
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We tal ked about energy and environnent and talking about
mning and finding resources. So we have a project,
intelligent oil fields, that we've done here in |BM
Research where we | ooked at a real world problem of being
able to detect if there's something wong in an oil field

and shut things down before it gets too expensive to fix.

So we're | ooking at our base research which is algorithns
and sensors and actuators and applying it to a real world
problem that affects not just our conpany, but our

clients and society.

| think research is changing because it's getting nore
connect ed. It's getting connected to clients. It's
getting connected to society. It's getting connected to

sol ving problenms but also openi ng new opportunities.

We're |looking for technology and science in different
pl aces than we've ever |ooked before. Science was al ways
t he hard sciences. And now we're | ooking at the science
of services and the anount of research that you can do
and the science you can do to help in the service econony
is phenonenal . So research is continually changing,

which is why it remains rel evant today.

HERMES: Can you talk a little bit about the role of

the end user in research?
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VANDEBROCEK: The role to the end user in ny mnd is
conpletely essential to successful services and products.
Maybe five to ten years ago Xerox built these amazing
products with these amazing technol ogical features, and
then tried to sell them and the custoners don't end up

using all these features that you build in.

And so if you only have engi neers and scientists dream of
the nost amazi ng pr oduct s, the custoner IS not
necessarily going to want to pay for it. So we |earned

our | esson.

So that's really critical and we do that bouncing off
prelimnary research and technology ideas in the
showr oonms we have around the world as well as going to

live on site to the custoner.

And you cannot do it wunless you really understand what
the custoner's work process is today and what their pain
poi nts are. | call it dreamng with the custonmer but
ultimately it's really concrete actions and decisions
that we make in research to focus our efforts and

investnments in certain areas and to stop doing other

i nvestnments and overall optimze the wvalue to our
customers.

LASSER: One of the things researchers always like to
do is continue to |earn. IBMs giving patents away
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because we realize that being open together we can create
a win for everyone; our clients, for ourselves, for our
partners. And we do that with collaboration with our

| aboratori es.

Just as Sophie said in Xerox, in |IBM we have what we call

i ndustry solutions |abs where we bring our clients to

col | aborate and brainstorm They'll tell us where they
think their business is going and we'll show them
technology trends and what's going on in research. And
we' Il work together.

We have a program we call first of a kind, where these
are technol ogies and they’'re not a product yet, but we'll
find a |leading edge client who would like to use these

open | aboratories, open patents and test it out.

We have another program -- on demand innovation services
where we put real researchers on real client engagenents
out in the field so that the client gets the benefit of
the brains of the researcher, and the researcher and then
the research organization gets the benefit of really

truly understandi ng the marketpl ace.

HERMES: How do you effectively neasure innovation?
And if the research environnent that you're wusing is

conduci ve for that innovation?
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VANDEBROEK: W have nmultiple ways of neasuring
i nnovati on depending on the stage of the maturity of the

proj ect.

Of course, a sinple netric that’s used in alnopst any
conpany that does their own research, and of course, the
nunber of patents the conpany creates. It's a backward-
| ooking nmetric, so you also neasure how nmany invention
di sclosures are created by the researchers in the Kkey

areas that are extrenely critical.

In addition, the mnmetrics when the product actually
| aunches includes how good is the business case being
execut ed, what is the wultimate profitability, t he
revenue, as well as the custoner satisfaction that's
related to this service or this product and nake sure we

learn fromthat.

Xerox, not only do we have a strong innovation strength
and core conpetency, we also have an amazing gl obal sales
force that can help the researchers in ny organization
truly wunderstand and get feedback directly from the

custoner on the technol ogi es that we were maki ng.

So there's a whole portfolio managenent aspect to this
that is very critical. We have clear objectives to
measur e for t echnol ogy readi ness and capability

denonstrations, et cetera that we just execute as part of
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our regul ar execution processes we have in the research

| ab.
LASSER: Measuring innovation, it's a tricky thing.
And just like Sophie said, there are sonme of the hard

measures, nunber of patents, nunber of disclosures.
Those are sonme nunbers that are easy for people to get

t heir heads around.

But there's also sonmething we call a partnership
assessnent or client satisfaction. So very simlar to

what Sophie talked about getting feedback from the

client, is it working, dd it open up sonething new for
t henf
O a partnership assessnment on how well IBM Research is

supporting our Software Goup or System & Technol ogy
Group or our services in providing them wth the
differentiating technologies so that they can do well in

t he mar ket pl ace.

Anot her thing we |look at is asset creation. How many of
these projects, these first of a kind projects, can we
create an asset which we then harden and transfer to a
I'ine of business, then can scale up to be reused over and

over agai n.

And then finally one of the things we do test, because a
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test for whether or not innovation is truly doing well in

the marketplace is the revenue.

Now there's one other thing. Being a research
organi zation, we're very used to witing papers, having
t hem refereed. We have a processes where we | ook at our
t echnol ogi es at t he end of t he year for an

acconpl i shnent.

And there are pretty strong criteria on the inpact, did
it change a science, did it <change sonething in the
external world. We have external people review it. We

review it internally to find out what the inpact is.

And not just what the inpact is to IBM but what is the
i npact to the marketplace or what is the inpact to that
field, whether it's mathematics or physics or even

econom cs or finance or industry.

| look at it as a mx of very hard, quantitative and al so
qualitative, because that's the nice thing about
i nnovation. It has some hard things, invention and sone

quality things, the insights.

HERMES: What do you think the nobst exciting area of

your conpany's research is?

VANDEBRCEK: | think | see research in two mjor planks
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we' re wor ki ng on today.

The first plank we call the on and off ranps between the
digital world and the physical world, and the second

pl ank is the smarter docunent managenent area.

So, the first plank is all about making our devices, the
on ranps, the inmaging devices or whether they're the off
ranps the personalized digital printing type devices, the
printers, naking them smarter, smaller, nore secure, and
speedi er. It's all this area of making sure that it’s

nore sinple for the customers to use.

The nost exciting research area today is exactly the
research we're doing in collaboration with the custoner
which is the second research plank. And so in the digital
world, as well as in the physical world, we're |ooking at
smart docunment nmanagenent to neke sure the docunents

t hensel ves know what needs to happen next.

It's al | about t aki ng | abor I nt ensi ve and
docunment -i ntensi ve processes, whether it's an adm ssion
office or a mail roomor a litigation office, and really
automate and sinplify these processes and between
| earning and linguistics technology that really could be

enbedded to make this all happen.

| nnovation is really key to continuously differentiate
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our products and services which is ultimtely essenti al
to not be commoditized and essential to keep vibrant and
successful as a corporation and hence create amazi ng jobs
for amazing scientists around the world that can do great
open innovation projects, wth wuniversities, wth our
custoners and with our partners worldw de. So innovation
is a top priority for me personally and for Xerox as a

cor porati on.

HERMES: Cat hy, how about at |BM?

LASSER: What s nost exciting to ne.. it probably
isn't the area, it's the process on how we go about it.
W are doing wonderful work in services, sci ence
managenent and engi neering. So we're really opening the
aperture of research and the type of research we're

doi ng.

We're doing research in different industries and industry
solutions, applying all the other technol ogies that we've
al ways done before, such as analytics. A lot of the
advanced analytics and algorithns in our math departnent
affect so many different industries, so | find that very

exciting to see how we apply that.

Then, of course, through the G O and energy efficiency
and the environnment what we're doing and helping wth

energy and utilities or chemcal and petroleum is very
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exciting, and of course risk and conpliance from a
financial sector are just sonme areas. It's a mash up of
these different technology fields creating a difference
in the marketplace, whether it's by industry or by

servi ces.

And working with partners |ike Xerox and others really

brings an excitenment and keeps us grow ng, which is what

researchers like to do, so we grow with the innovation
and we'll continue to grow with the marketpl ace.
HERMES.: Wel | , thanks, | adies. | appreciate both of

you joining nme today to share your insight about research
and innovati on. Dr. Sophi e Vandebroek of Xerox and Cathy

Lasser of IBM thank you both very nuch.

VANDEBROEK: Thank you Any.
LASSER: Thank you, Anmny.
HERMES: Thank you both this has been a podcast from

Thel nnovati onVal ue. com

[ END OF SEGVENT]
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