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IBM R&D Labs

Four Phases of Evolution

Phase 1 — Scientific Center (seventies)
Scientific collaboration with leading institutions
Hire core talent
Phase 2 — Expand into IBM Business Units (eighties)
Establish areas of expertise
Mix of R & D people
Phase 3 — Joining IBM Research Division (nineties)
Participate in strategy formation
Work with external customers and collaborate globally
Phase 4 — Growth by Acquisitions (215t century)
Focus on Storage systems and information management
Phase 5 - Owning P&L (?77?)
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Growth

Organic:
Research
Chip Design, Storage Development

Acquisitions:
Ubique, iPhrase, Unicorn, WatchFire, Telelogic, FilesX
XV
Dilligent
Storwize

—
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IBM Israel Software Lab (ILSL) understanding
Information
fied
munications
application
security

embedded softwa

development Instantaneous recovery
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IBM XIV:
Reinventing Storage
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Global Venture Capital Around the Globe

*Bay Area *New York
92 deals 107 deals
$178B raised $2B raised

*New England *Texas
148 deals 67 deals

$7B raised $1B raised

*Southern California
121 deals

$2B raised

*United Kingdom

125 deals

$822.7M raised

France
83 deals

$461.1M raised

Germany
54 deals

$311.8M raised >US$13 Billion

Sweden
46 deals
$155.4M
raised
Denmark
18 deals

$167.8M
raised

eIsrael *Beijing *Shenzhen

112 deals 37 deals 7 deals

$1B raised $398.9M raised $71.9M raised
*Shanghai *Guangzhou
29 deals 3 deals

$179.9M raised $11.3M raised

Source: E&Y 2009 VC Investment Insights



Established in 2001

In 2007, joint activities of the GTU and the Israeli hi-tech industry
generates more than $1B in joint revenue

Opportunities for cooperation evaluated with more than 800 Israeli hi-
tech companies, engagements created with ~200 partners

Since 2002, the Israeli IBM Innovation Center enables more than 300
local ISVs on IBM technologies

In 2005, a framework for cooperation signed by IBM and the Office of
Chief Scientist, Ministry of Industry of Trade, State of Israel

The GTU has become a (partial) remedy to the insignificance of the
local market !



The global companies structure and philosophy
» The globally integrated enterprise

 The US centric view
Remoteness (geo, time, language, culture, ...)
No local market
Not cost-effective
Lack of business skills and business success track record

Israel has severe scaling limitations (number of engineers, PhD’s ...)



The main challenge is to see how to grow the
Impact of Israel R&D on global IBM

« How to get ownership of a P&L?

There are opportunities for growth through
further acquisitions in Israel
* How to make sense of hordes of start-ups in Israel?






