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Lead-inm -

1. Discuss the following questions with your partner.
1) What is intellectual property (IP)?

2) Intellectual property is usually divided into two branches, namely, industrial property

and copyright. Identify what each branch includes in the chart below.

¢ Industrial property :

g Copyright;

3) A specialized agency of the United Nations is responsible for the affairs related to
intellectual property. How much do you know about it, its name, its role, the number
of member states and the location of its headquarters?

4) Where do you stand on buying pirated products? What informs your position on this

issue?

2. Discuss the following questions with your group members.
1) Hundreds of millions of people partake in online piracy worldwide. The effects of online
piracy are not well established, with proponents and opponents each presenting various
reports that establish radically different ideas. Which side are you on? Give at least 3

points to justify yourself.

R SR AR, S R S N TR o ARG B LN el 1 3 N L A e

2) How important is intellectual property to the development of an enterprise and lo the
economy as a whole?
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Preview: Leveraging or drawing income from intellectual property is a deep secret of the corporate
revenue stream. Unfortunately, most CEOs simply ignore IP-related assets. To be fair,
some companies have been more sensible with patent and technology licensing, among
which is General Electric. Its energy division operates and services 300 gas turbines globally.
Despite the popularity of these giant maéhines, the need for frequent recalibration created a
big problem for GE sales and support units. Quickly, GE developed a proprietary remote
monitoring and calibration system and leased the technology to customers while
simultaneously licensing to them the associated IP and service procedures. GE retains
ownership of the hardware, blocking encroachment by competitors and enjoying significant
licensing revenue. Moreover, GE also retains rights to customer data learned from this
system to build a “predictive intelligence” platform for delivering service and supply chain
improvements to the utilities. This is a key differentiator for GE that no competitor can maich
in connecting intellectual property to business strategy in ways that generate growth and
competitive benefits.

Uncaptured Fortunes in Intellectual Property
By David Kline

[1] It’s the subtle little secret of the corporate revenue stream. Executives now recognize
that intellectual property (IP) makes up the bulk of an organization’s wealth, and most chief
executives will glibly claim that IP is the key to competitive advantage. Yet most CEQs pay no
attention to leveraging or drawing income from those assets. How can they? Few even know
what IP their company owns.

[2] To be fair, companies have gotten wise to the sometimes significant revenues that can
be gained through patent and technology licensing. In fact, by most estimates, annual revenues
for such licensing have exploded from US $ 15 billion to $ 110 billion worldwide over the last
15 years. For many companies, however, that’s the easy part; the real challenge is to make
their intellectual property serve the business, not be the business—that is, to benefit from
valuable IP at the business unit level, where corporate strategy intersects with customers and
markets. Unfortunately, very little historical knowledge or experience is available to guide
executives in generating commercial advantage from what is in reality an entirely new class of assets.

[3] At most companies, responsibility for intellectual property still resides in the legal
counsel’s office rather than with the chief technology officer, chief financial officer, or some
other managers responsible for guiding financial and commercial growth. In addition, virtually
no models exist for assigning economic or competitive values to IP. Thus it is difficult to make

a clear business case for deploying patents and know-how one way or another. Should the



company use IP to try to block a competitor in its market, for example? Or should the
organization use it to cement a partnership with a competitor to jointly exploit the market, as
Procter & Gamble did recently when it licensed its bags and wraps technology to the Clorox
Company ! in return for a 20 percent stake in the business, rather than compete with Clorox’s
entrenched Glad brand * 7 .

[4] One company that has had some success in connecting intellectual property to business
strategy in ways that generate growth and competitive benefits is General Electric®. A recent
example occurred in the company’s energy division, which markets, among other things, giant
natural gas turbines. This equipment is popular despite its $250 million price tag because,

unlike traditional coal-fired turbines, it can be turned on or off to deliver just enough electricity
| to meet demand, saving utilities millions of dollars in energy costs.

[5] The frequent recalibration of the turbine’s output created a service nightmare for the
GE energy division’s business unit responsible for the sales and support of its 7FB line of
turbines. The company frequently had to send repair crews out to customer sites to shut down
and then retune the equipment before starting it up again. Customers were also inconvenienced
by this setup. If a reset took place during peak summer energy demand, the utilities had to
make up for the temporary loss of the equipment by purchasing expensive supplemental
electricity on the spot market.

[6] In short order, GE developed a novel technology to deal with this problem; a
proprietary remote monitoring and calibration system that did away with the need to dispatch
technicians to manually rejigger the 7FBs. A smart idea, but one that nonetheless sparked a
sharp internal debate as managers tussled over how best to deploy their new slice of intellectual
property.

[7] On one side stood the services group, which favored simply integrating the remote
tuning technology into GE’s existing services, saving the company $27 million in annual
servicing costs and resolving the customers’ downtime troubles. On the other side was the
hardware group, which argued that the technology should be adapted and sold to customers as a
product. This would not only save GE the $27 million in service costs, but also bring in as
much as $ 30 million in new revenue.

[8] The resulting management stalemate convinced company executives that they needed
a new way to think about potentially overlooked intellectual assets that could produce more
growth. With the help of Don Davis and Dave Crawford of the IP consulting firm Commercial
Strategy LLC*, GE created a methodology and framework for mapping and assigning economic

and competitive values to its technology and IP.

' Clorox Company ® FEAR, EER R RUEEHH LA,

* Glad brand # M 5 M, 3% B R FR 20 A1 U T 4 72 S0 40 B BLAR S0 00 B 2 BB A0 20 1 R

* General Electric 58 Fi 1 5,20 7, Rttt 37 b B K00 B T AL IR 9 PE2 51 , 0BT 0 2 80 B M6 A0 T ol O 27 8 B SR AL
* Commercial Strategy LLC %[ 75k M ms 3 A RF LA A
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[9] GE began by charting the turbine business to determine which companies made how
much money in each segment of the industry. Next, the company highlighted the areas of the
market where coming up with solutions to existing customer problems seemed to offer the largest
rewards. Against this map of high-value possibilities, GE overlaid the intellectual property
holdings — the patents and know-how — of GE and each of its rivals, detailing their respective
strengths and weaknesses and placing a real competitive value on the IP.

[10] What GE discovered, says Joe O’Shea, the company’s recently retired chief
innovation officer, “blew both sides of the turbine debate right out of the water. " The analysis
revealed that selling the remote tuning technology as a hardware product would eventually enable
competitors to supplant GE as the service provider for the turbines. This would in turn
jeopardize more than $ 28 billion in current and future service fees that the company expected
to earn. Indeed, patent filings indicated that Siemens was already well on the road to developing
a technology of its own that would allow it to exploit GE’s hardware.

[11] But retaining ownership of the remote tuning technology and simply deploying it as a
service enhancement was not a high-value solution either. Although it would certainly save GE
the $ 27 million yearly cost of sending personnel to customer sites, it would nonetheless leave a
lot of money on the table — a staggering $ 750 million in annual downtime costs paid by the
utilities to buy energy on the spot market under the current system. GE felt it legitimately
deserved a piece of this savings as a reward for producing a solution to eliminate most of the
downtime costs.

[12] The company realized that it would have to come up with a better approach. It
devised an entirely new business model] for its remote technology, one that leased it to customers
while simultaneously licensing to them the associated IP and service procedures. GE would
retain ownership of the hardware, blocking encroachment by competitors and enjoying
significant licensing revenue. Moreover, GE would also retain rights to customer data from this
system, which would enable the company to leverage everything it learned from operating and
servicing 300 gas turbines globally to build a “predictive intelligence” platform for delivering
service and supply chain improvements to the utilities. This vital intellectual asset was a key
differentiator for GE that no competitor could match.

[13] Finally, because the technology would be protected by license, GE could share
proprietary knowledge about turbine operation with the utilities, allowing them to make their
own adjustments to the equipment to boost performance and stability. One utility, Florida Power &
Light! , saved more than $ 18 million within just the first few weeks of the new agreement.

[14] Over the last three years, this strategy has enabled GE to generate $ 300 million in
new, high-margin revenue. What’s more, the division’s president, John Rice, has since been
promoted to vice chairman of GE, and is now one of the few senior corporate executives with

valuable experience in using intellectual assets to drive growth. But he won’t be alone for long,

' Florida Power & Light §5 %/ % i% i J1 #0 S 20 A, MM B K R VKol 120 A
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as corporate IP strategy innovators,

company at a time.

Y

(1238 words)
From Strategy & Business

inspired by the GE example, blaze similar trails one

lew Words i 3 ~

. glibly /gltbl/

ad. superficially or casually, or in a manner of using words that are clever, but are not

sincere, and do not show much thought iR AH# ; AN BB # ;KL B X

. intersect /inta'sekt/

v. join (or meet) or cross BI & ;%

. eement /sTment/

v. join, bind, or glue together with or as if with cement; reinforce or consolidate . (& ,

PlIE

. entrench /in'trent|/

v. fix or establish firmly 7 &7

. ufility /ju:'tality/

n. a company that performs a public service, such as supplying electricity, gas, water or

sewerage s FHE W A F AW ()

. recalibration frrklr'brerfon/

n. readjustment I F A& H

. output /'auvtput/

n. the power, energy, etc. pro‘duced by a piece of equipment #y HHIH R  HH B

. nightmare /'nartmeo/

n. a difficult, unpleasant, or frightening experience or situation A 18 5 9 8% 7] 41 49 2
bRtz E

9. line /lamn/

n. a type of product (&) fid

10. retune /i:'tjuin/

v. readjust EH A (ET)

11. setup /'setap/

n. arrangement % HE

12. novel /'noval/

a. of a kind not seen before; fresh; original & &7 Y ; FrE K

13. proprietary /prouv'praistary/

a. (of goods) made and sold by a particular person or company and protected by a

patent or registered trademark ; relating to an owner or to the fact of owning sth. % %

B s = BB BT A B B A ALK )
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ﬁ14. dispatch /di'sp=tf/ w
v. send sb. /sth. off to a destination or for a special purpose JR & (FE A); R ZE (XK
)

15. rejigger /ri:'dzige/
v. rearrange; refit (casual use) (EM)BFHLH; EHE I
16. nonetheless /nAnda'les/
ad. despite that; however; nevertheless 5 #R it
17. tussle /'tasal/
v. fight or wrestle in a vigorous way; struggle i , F%if
18. slice /slais/
n. a share or portion #4} ;{4
19. downtime /'dauntaim/
n. time during which a machine or plant is not working because it is incapable of
production, as when under repair; nonproductive time ( T.J” ZFE &8 .15 K % &
B 5 T3
20. stalemate /'stedmert/
n. a situation in which two opposing forces find that further action is impossible or
futile; deadlock( i %ny) B#,BE
21. methodology /me6s'dolad3t/
n. a set of methods and principles used to perform a particular activity ( )\ 3 ¥ — 5 3)
i) i, R0
22. chart /tfa:t/
v. record or follow the progress or development of sb. /sth. ig% ,RE(HBRER)
23. overlay /auva'ler/
v. put sth. on top of a surface so as to cover it completely; add sth. , especially a feeling
or quality, to sth. else so that it seems to cover it B 3% ; fil ; i #E
24. supplant /sa'pla:nt/
v. take the place of, often by trickery or force #8----: Her b, B4R
25. jeopardize /'d3epodarz/
v. put in danger; imperil § - GER ;E &R F
26. filing /'farlip/
n. a document, report etc. that is officially recorded TFER4 £ R ; B Rid R
27. enhancement /in'h&nsmant/
n. the act or the state of improving ( the good qualities of sb. /sth. ) #§3i# ,#53
28. staggering /'stzgorm/
a. astounding or overwhelming; shocking 4 ABIEK ; KEHAD
29. legitimately /Ir'd31timitic/
ad. fairly or reasonably; lawfully 1F 243 ;& B #h ; &

N _ _/




30. lease /li:s/
v. use or let sb. use sth. , especially property or equipment, in exchange for reat or a
regular payment 8 A ; i #H (JU46 55 7= s 4% )
31. simultaneously /.simal'teinrasiy/
ad. at the same time |&) A #
32. encroachment /in'kroutfmont/

\_ " entry to another’s property without right or permission 13 A ;{2

R |

ressions | J

A R T

_Phrases & Ex;

1. intellectual property (IP)
(law) an idea, a design, etc. that sb. has created and that the law prevents other people
from copying A1iH =1

2. the bulk of sth.
the major part of (FLHYH ) FE {2 KF 4

3. to be fair
used when adding sth. after sb. has been criticized, which helps to explain or excuse
what they did 3§ 4] 2\ & i%

4. be / get wise to sth.
(infml. ) be/become aware of sth. ([3) TR HEY

5. business unit
logical element or segment of a firm (such as accounting, production, marketing )
representing a specific business function; a definite place on the organizational chart,
under the domain of a manager (also called department, division, or a functional area)
k%5 BT 5 Mk 55 B 1)

6. reside in / with sb. / sth.
(of a power, aright, etc. ) belong to sb. /sth. (#§8f1. WHZE)HATFRBTFR A/ K
=Y

7. gas turbine
an engine in which a wheel of special blades is driven round at high speed by combustion
gases, producing a lot of power S 3 Hl

8. price tag
the cost of sth. ; a label attached to a piece of merchandise indicating its price £} &% ;
At BiRs

9. shut-down
(cause a factory, etc. to) stop working; close ({# T.J )& T, &b, XH

10. make up for

S compensate for M IR ¥b
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1.

( 11. spot market

_ separately or in groups of two, three, etc. on each occasion KK , & — , 8K )

a market in which commodities, currencies, or securities are traded for immediate
delivery BL4% i 35
12. in short order
immediately , without delay 57 %}, & |
13. do away with
discard or abolish BBk ;1 K ; L
14. bring in
yield (income, profit, or cash) W#K; B
15. blaw sb. /sth. out of the water
render insignificant; defeat sb. or sth. that you are competing with, or achieve much
more than they do 5 0§, 52 i 5 2% #b 5% Bt
16. in turn
in proper order or sequence #J L # ; ¥ ifi
17. the road to sth.
the way towards achieving sth. , reaching a goal, etc. SCHEH XINEBREHN BRI
18. blaze a trail
make a way; be the first to do or to discover sth. that others follow f#{FFRgs5c & ;5%
19. at a time

Exercises

T R TR L T T

" Comprehension

i

Answer the following questions with your partner.

1) What are the responsibilities of a company’s legal counsel, chief technology officer and
chief financial officer respectively? What does the author imply by saying “ At most
companies, responsibility for intellectual property still resides in the legal counsel’s
office rather than with the chief technology officer, chief financial officer, or some
other managers responsible for guiding financial and commercial growth” ?

2) Why is GE’s giant natural gas turbine popular with customers despite its $ 250 million
price tag?

3) What was the problem with GE’s natural gas turbine despite its popularity?

4) How did GE tackle the problem? Is it a perfect solution? Why or why not?

5) How did GE manage to assign more economic and competitive values to its new IP?
What’s the result of this endeavor?

6) What is the fruit that GE has reaped from its new business model for deploying its new
IP to the utmost?



7) What’s the significance of GE’s far-reaching success?

2. Discuss the following questions with your group members.

1) Are you surprised to learn that despite the fact that executives now recognize
intellectual property (IP) makes up the bulk of an organization’s wealth, many of
them do not know what IP their company owns? What do you think leads to such a
situation?

2) The author admits that“no models exist for assigning economic or competitive values to
IP” and “thus it is difficult to make a clear business case for deploying patents and
know-how”. He mentions two alternatives — either using IP to block a competitor in
the market or cementing a partnership with a competitor to jointly exploit the market.
What are the advantages and disadvantages of cach?

3) Do you know any other IP-related cases, especially the examples of using IP to block a

competitor in the market? What lessons can be drawn from these cases?

3. Match the headings on the right column with their equivalent numbered paragraphs on
the left column.
Paragraph 1) A. GE has succeeded in connecting IP to business strategy, which is

evidenced by its popular natural gas turbines.

Paragraph 2) B. GE tackled the recalibration problem with a novel technology but
was still confronted with the question of utilizing the new IP to the
utmost.

Paragraph 3 ) C. GE’s services group had a debate with the hardware group over the
way of deploying the company’s new IP.

Paragraph 4 ) D. GE finally created a methodology of deploying its [P with the help
of an IP consulting firm.

Paragraph 5) E. Most CEOs fail to draw benefit from their intellectual property.

Paragraph 6) F. Selling the new technology would not do much good to GE.

Paragraph 7) G. More companies will follow GE’s example to use IP to drive further
growth.

Paragraph 8) H. Deploying the new technology as a service enhancement was not a

very good solution either.

Paragraph 9) I. The frequent recalibration of GE’s turbines created a big problem
despite its popularity.

Paragraph 10) J. Leasing the new technology and licensing it to the customers the
associated IP and service procedures was the best deployment of
GE’s intellectual assets.

Paragraph 11) K. Generating commercial advantage from IP remains a challenge for

many companies.
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