RICHARD LEVY, STANDING
UNDER A LINEAR ACCELERATOR
USED TO TREAT CANCEROUS
TUMORS, SAYS VARIAN MEDICAL
ACTIVELY SOLICITS INPUT FROM
CUSTOMERS AND WORKS TO
SOLVE THEIR PROBLEMS QUICKLY.
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Targeting Cancer

f the 1.4 million new cancer cases diagnosed each year in the U.S., radiation therapy treats 55 percent to 60 percent,” says

Richard M. Levy, chairman, president and CEO of Varian Medical Systems Inc. (VAR). Topping $1 billion in reported sales last

year, Varian reports that high-energy radiation machines and associated hardware and software for treating cancer account

for more than 85 percent of revenues. In addition to supplying products for medical applications, Varian says it markets

linear accelerators and X-ray tubes for security purposes, including X-raying cargo containers and trucks, and screening
checked baggage at airports. The company says it also makes X-ray tubes and X-ray conversion panels for diagnostic imaging.

Levy, 66, joined Varian Associates Inc. in 1968 as a regional sales manager. When the company was split into three separate companies —
medical, semiconductor-equipment and instrument businesses — in 1999, Levy was named Varian Medical Systems’ CEO. He was elected
company chairman in 2002. Levy, who holds a doctorate in nuclear chemistry from the University of California at Berkeley, says Varian Medical
Systems has been growing its sales of radiotherapy products steadily by about 18 percent a year. “Our emphasis has been on making radiation
therapy more clinically effective and cost-effective,” he explains. Levy says the company works toward this goal by actively soliciting input from
medical personnel around the world, Varian’s primary customers, to determine their radiotherapy needs and direct new research toward those

ends. “It's about accessing customer needs and developing products quickly that address them,” says Levy. “We call that market leadership.”

WHAT ARE THE PARTNERSHIP OPPORTUNITIES
IN CANCER RESEARCH?

In five to 10 years we will see a lot more interaction between radia-
tion companies and pharmaceutical companies. Drugs will be able
to predict whether the cancer will respond to various types of

radiation treatments.

WHAT IS YOUR BUSINESS STRATEGY FOR
FINDING NEW MARKETS?

Mainly we look for adjacencies — new markets for our old products
— for example, airport security for our X-ray components. This is a
technology-driven adjacency. Our strategy for radiation equipment
is to broaden the markets we serve by offering products that can be
shared between disciplines, such as between obstetrics and urology.
Radiation oncologists seldom dictate the entire course of treatment.
With more than 110 protocols available for treating cancer, the great
advances will happen not just in some medical specialties, but as a

result of the interaction between multiple specialties.

WHAT IS YOUR ADVICE ABOUT RUNNING AN R&D
UNIT IN A TECHNOLOGY-DRIVEN INDUSTRY?

Success starts with your customers. It’s important to get feedback from
your customers about their needs and to look to solve their problems
quickly. Most R&D centers hypothesize what the market needs and then

invent something. At our Ginzton Technology Center, we’re not just inter-
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ested in inventing things or getting patents. We focus on figuring out how
to solve the concerns doctors and hospitals have about radiation therapy.

It’s also important to remain flexible and not be afraid of making mis-
takes. We started out offering only linear accelerators, the hardware
required for radiation therapy. Until 1999 hospitals had to buy different
software products and interface them — data from one product had to be
typed into another. By offering the software and networking our products,
we’ve made the system more cost-effective for hospitals.

Now linear accelerators represent less than half our business, and our
growth comes from broadening our product line with new accessories
that make radiation therapy more precise and cost-effective. In the past
five years our average transaction price for radiation equipment sales has

almost doubled, to $1.9 million.

WHAT ARE THE INNOVATIONS IN RADIATION
THERAPIES FOR TREATING CANCER?

We are working primarily in three treatment areas. Intensity-modulated
radiation therapy enables the operator to configure the radiation beam in
the shape of the tumor. Image-guided radiation will reduce the amount of
overall radiation required, because it will guide the radiation to hit tumors
more directly, affecting less of the surrounding tissue. And we are develop-
ing a technology to treat small tumors very precisely by focusing an
extremely high dose of radiation with the precision of a scalpel, a technique
called stereotactic radioactive surgery. Overall, our goal is to give more radi-
ation directly to tumors and less to the surrounding tissue. [/
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