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Pushing research
to the bottom line

To state that companies in the technology sector do not invest enough money in research and development
would be wrong. According to their annual reports, IBM spends about 5.8 billion US dollars, Hitachi 3.4
billion, Alcatel 1.9 billion and Lucent 1.2 billion on research and development each year. The question is
whether they engage enough in basic research, compared with the development
of new products. Here the situation might be less encouraging. It seems that to
some degree basic industrial research is declining'.

An oft-cited example is Bell Laboratories. For a large part of the past century,
Bell Labs were a leading industry research lab with an impressive scientific track
record, culminating in a total of 11 Nobel Prize winners. The labs were founded
in 1925, out of a need to stay competitive when Alexander Graham Bell’s original
patents on the telephone expired. The response was the only sensible way:
innovation. Bell Labs were particularly successful in this game.

However, following the end of AT&T’s monopoly in 1984, funding of Bell
Labs was reduced and many researchers left. This slow exodus grew worse
when AT&T split off its manufacturing business, now Lucent Technologies.
For its new owner, Bell Labs turned out to be a big burden on a company that
was so much smaller than its parent. Indeed, Lucent never seemed able to
capitalize fully on its research division.

In their present state, Bell Labs are at a key moment in their history. Lucent
BELL LABS HEADQUARTERS AT clearly wants to see more benefits from the labs, while at the same time finding itself unable to commit more
MURRAY HILL, M. financial resources. As a consequence, the exodus of talent from Murray Hill is seriously endangering the
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remaining scientific activities. This was the situation when Jeong Kim was appointed president of Bell Labs in
April 2005. With energy and drive he set out to realize his vision, laid out in our interview with him on page
3392 Most importantly, the aim is to ‘align’ Bell Labs research with the company’s business activities and to
provide a much stronger impact on the bottom line.

Another considerable recent change is a new strategy to attract more government funding. Although
government research contracts have traditionally been strong at Bell Labs, their volume is expected to
increase markedly. The argument is that Bell Labs are using outside sources to fund projects they would like
to undertake anyway - something termed ‘leveraged R&D:. It looks like a straightforward approach, with
obvious benefits. But too strong a dependence on public funds could mean that the company finds itself in a
weakened position. Basic research is often exploratory and without any immediate relevance to government
activities and therefore not necessarily fundable by outside sources. Therefore it would be dangerous to make
the labs too dependent on government interests and on a permanent inflow of government funds.

As this issue went to press, the merger of Lucent and Alcatel was just announced. The impact of this
change in ownership on Bell Labs might not be apparent for a while, but the consequences could be
profound, as the labs will have to be integrated into the research structure of the combined company.
Furthermore, whether as a consequence of this merger government projects will be awarded as easily as
hoped for is another open question.

Nevertheless, changes have to be made to ensure the labs’ future, and the attempt to better integrate Bell Labs
into the company’s business follows the example of most other industrial labs, regardless of their tradition. At the

REFERENCES RSO . : . .

1. Noll, A. M. Nature Mater 5, same time it is important to find the right balance between basic and applied research. But even in the golden age
337-338 (2006). research was not without constraints, as Walter Brattain, co-inventor of the transistor, remarked: “Many of the

2. Interview. Nature Mater. 5, things that Bell Laboratories are proudest of now were done in spite of management™.
339-340 (2006). At the moment, there is still excellent basic research performed at Bell Labs, and some of the old spirit has

3. Braun, E. & MacDonald, S. Revolu- . . . . . . . .
tion in Miniature. (Cambridge survived. Whether Bell Labs will manage this challenging financial and scientific turn-around remains to be seen,
Univ. Press, Cambridge, 1978). but it appears to be the only option left.

nature materials | VOL 5 | MAY 2006 | www.nature.com/naturematerials 335

©2006 Nature Publishing Group



	Pushing research to the bottom line
	References



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage false
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 450
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 450
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox false
  /PDFXBleedBoxToTrimBoxOffset [
    0.30000
    0.30000
    0.30000
    0.30000
  ]
  /PDFXOutputIntentProfile (OFCOM_PO_P1_F60)
  /PDFXOutputCondition (OFCOM_PO_P1_F60)
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <FEFF004e005000470020005000520049004e005400200050004400460020004a006f00620020004f007000740069006f006e0073002e002000320032006e0064002000530065007000740065006d00620065007200200032003000300034002e002000500044004600200031002e003300200043006f006d007000610074006900620069006c006900740079002e>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [665.858 854.929]
>> setpagedevice


