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Mohan Sawhney

MeCormick Tribune Professor of Technology Mohanbir
Sawhney conducts research in the areas of network-
centric innovation, innovation typology, marketing
frameworks, marketing in new media environments and
branding and social identity. His work an innovation
typology has been published in publications like
Harvard Business Review, MIT Sloan Management
Review and Financial Times. His work on the Innovation
Radar, co-authored with Robert C. Wolcott and Inigo
Arroniz, has been widely cited and used by
corporations worldwide. He has alse written extensively
on community-centric innovation and innovation in
networked environments in publications like Califomia
Management Review and Jouma! of Direct Marketing.
His work on network-centric innovation was the subject

James Conley

James Conley and his post-doctoral students are
examining how intangible assets in general and
intellectual properties in particular are changing the
nature of competition for firms in both developed
and developing i This h
examines public domain IP databases in a novel
and rigorous manner and has implications for
strategy. marketing and technology professionals.
The outlets for this research include journals,
management reviews and more mainstream media
such as the Wall Street Joumal. Additionally, he
is leading workshops for academics and diffusing

of his fourth book — The Global Brain. Your Roadmap for Innovating Faster and Smarter in a
Networked World, published in November 2007. He is cumrently developing models for a
marketing process architecture as well as a framework for organizing and measuring the
performance of marketing in large corporations called the Three Horizons of Marketing.

* Mission
* Scholarship
* Leadership
* Partnership

Mehan Sawhney directs the
Center’s bi-monthly Faculty and

Staff meeting Photo © Nathan
Mandell

* Organization
* Networks

* Students, Postdocs
Fellows

* Partners

James Conley, dinical professor of

CRTI research findings through custom executive e Hilcoriy il st T
o i ik

* Work Product
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Today’s Agenda

All Rights Reser

ved

Differentiation strategy and the logic of why
MSME’s do what the do

Simplifying the arcane lexicon of IP law, from
product function to brand.

Management concepts for IP such as value
transference, value articulation, Dolby case

Dynamics in markets and contexts, convergence
of Design and Marketing

Semiotics & Brands

Page 3

From Michael Porter's What is Strategy?

Harvard Business Review, 12/1996

All Rights Reser

ved

“the essence of strategy is
choosing to perform activities
differently than rivals do.....a
company can out perform
rivals only if it can establish a
difference that it can preserve”

Page 4
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How do firms preserve differentiation and
or sustain competitive advantage?

Defendable property rights in ideas, inventions and and knowledge!!!

»= The Intellectual Properties

» Functional ideas/Inventions

» Expression of ideas/Innovations

» Brand/Source of ideas/Innovations

» Confidential Information

All Rights Reserved

Patents

Copyrights

Marks/Dress

Trade Secrets

Page 5

Multiple regimes of intellectual property protection ... a portfolio
of intangible assets, rights and management options

( PATENTS, TRADENAMES, TRADEMARKS, AND COPYRIGHTS

RELATIONSHIPS AMONG TRADE SECRETS,

Origin of Rights  Prerequisites to  Scope of Life Test for
Protection Protection Infringement
Trade Secret Investment of Recognition of Confidential Life of Derivation

time and money

value and utility

subject matter

confidentiality

Utility Patent

Grant by Federal
Gov't. on
application by
inventor

New, useful, and
non-obvious
subject matter

Useful process,
machine, article of
manufacture, or
composition of
matter

17 years from
date of grant or
20 years from
date of application

Manufacture, use
or sale in U.S. of
claimed invention

Design Patent

Grant by Federal

New, original and

Ornamental

14 years from

Designs look alike

Gov't. on ornamental design for article  date of grant to eye of ordinary
application by subject matter of manufacture observer
inventor
Copyright Creation of “works  Originality- Works of Variable-on the Copying
of authorship” Registration and  authorship order of 100 years
Copyright Notice or longer; life of
required if publicly author plus 70
distributed years
Tradename Adoption & Use Use to identify Words, names, As long as Likelihood of
Trademark and distinguish symbols, or other  property used confusion,
Service Mark business, goods  devices mistake or
or services deception

All Rights Reserved

Page 6
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Strategy for “profiting from Technological Innovation”

Published in RESEARCH POLICY, Volume 15 (1986), pages 285-305.

Profiting from technological innovation:

Market context of a firm Implications for integration, collaboration,
licensing and public policy

influences the ability to
profit from innovation.

Innovators ability to realize
profit is also dependent
on “appropriability
regimes”. Copiers want
loose regimes. Original
innovators want tight
regimes. Hence,
continuous policy struggle
w.r.t. IP rights. WTO,
WIPO etc

All Rights Reserved

Multiple regimes of intellectual property protection ... a portfolio
of intangible assets, rights and management options
RELATIONSHIPS AMONG TRADE SECRETS,
PATENTS, TRADENAMES, TRADEMARKS, AND COPYRIGHTS

Trade Secret FU N CTI O N

Utility Patent FU NCTION

Design Patent FORM

copyont EXPRESSION

iﬁiﬂ_ﬁﬂ?{;ﬁk SOURCE IDENTITY/BRAND
All Rights Reserved Page 8
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IP Regimes Reconciled:

Mark, Dress

Copyright

- Patent, TS

All Rights Reserved
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IP Regimes Reconciled: Monodor Case

Patent Monodor
1990

B P
Rl il
= After havirsg reinvesied coffes
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whes in Masch 2010 n
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Air + Water + Coffee Qil

Aerodynamics + Hydraulics...
All Rights Reserved




Intellectual Property (IP)

Continuum of Protection
(maps to product life cycle)

Patents

17-20 years

Copyrights

70-100 years

Trade
Marks

Indefinite

Trade
Names

>

High Functionality

Life of Property Protection

No Functionality

<<

All Rights Reserved

....a Framework for Innovation Life Cycle Management
See Conley & Szoboscan, Snow White Shows the Way in Managing Intellectual Property, JUB% é%Oﬁ 1

Functionality

Value Transference: The premeditated use of multiple

IP regimes across the product life cycle to achieve
sustainable differentiation !!!

See Conley & Szoboscan, Snow White Shows the Way in Managing Intellectual Property, June 2001

Dynamics of Value Transference

1The dreaded “Shark Fin” Curve!!
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—e— Patent Value

—a— Trademark Value
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IP Strategy & Value Transference genesis:

Supporting articles from Law Literature

Intellectual
m'ty http://www.managingip.com

June 2001

Snow White shows the way
By James G. Conley and John Szobocsan

In today's dynamic, and uncertain business enviranment, doing things faster and betier han your compefiicn is no longer
sustainable form of competive advantage. Our competiors have access to the same information technoicgy and network
ools to speed design around sollbons or reasanable mitStiors. In fact. having 3 few sirong patent claims may not b encugh
1o buid competitive advantage that surives the ravages of ime. Patents afier all do expire.

How is it than that some firms continually manage to hold dominant positions in markets that are exiremely compettive? Haw
s  that Disney (media). Searle {foods/phamaceutcals). Inte (mtegrated ciouis). Microsot (sofware] and oihers maintan
nthe face of

We think (and most readers of MIP would probably agree) that one answer to this rather loaded guestion is related to the

management of intellectual properties. We furher suemit that staying powsr and longtemn market cominance can be

eiosed by cambinng e sdvntages cf mulipl foms of elecus pepery rotEsies 3 i bt o be ey

wsirated wih a handy tol known a5 the inlellectual property coninuum of protecton. In this arscle, we explore the

reitionship between iseas, innouationsicreations, intefsctual properties and their al-mportant role in sustaining compeitive

advartage in cinamsc markets, e then dran same analgie bebneen il securizaion and P securizan. Finly
the light of a number of il

The economics of wealth creation

5 many of us iwolves with inellectual property eiher as inventors, asset managers or legal advacales are aware, the
percentage of market valuation for comganies in information rich industies that are assceialed wih inlangbie assets has
gromn substanially during the past 13 years. In fact.this irend is not imited to information rich indusiries, but instead refated
to aimast all industies. Over the past decade sven iracitonal smokestac indusiries have witnessed ncreasing market valug
o book walue ratios. Investors are beginning to plave inoreasing valus in the intangible asse's of corparations.

Mozt o these intangible assets oan be desoribed 3s nellectusl capitl 3 broad tem that builds on an important 623 put forth
by 20th century economist Joseph Schumpeter. Schumpeter observed that in the long e the only source of real value
creation is innavation. Thase fims or cconomies that inovate and Gan sustain innovatan have a long-term engine far wealth
creation.

Economist Lester Thurow put a erary spin on the mnavation when he said: “Skills and knowizdge

VIRGINIA LAW REVIEW

VOLUME 88 NOVEMBER 2002 NUMBER 7

ARTICLE

TOWARDS AN INTEGRATED THEORY OF
INTELLECTUAL PROPERTY

Gideon Parchomovsky” and Peter Siegelman™

INTRODUCTION
1. THEINSULAR VIEW OF INTELLECTUAL PROPERTY.
A. The Theory

B. The Case Law.
II. A SIMPLE MODEL OF PATENT/TRADEMARK LEVERAGE
A. The Model.
B. Re and Li
1. Product Characteristics
2. Demand-Side Characteristics
3. Rate of Technological Change .

4. Spillovers and Brand Equity .

111 EMPIRICAL EVIDENCE OF SYNERGIES ..
A, Previous Empirical Work,

B. Case Studies

1. Roundup

* Agsociate Professor, University of Pennsylvania Law School.

** Associate Professor, Fordham Law School. We are indebted to Michael Abramowicz,
lan Ayres, Avi Bell, Omn Ben-Shahar, Yochai Benkler, Rachel Brewster, Hanoch
Dagan, Zohar Goshen, Doug Licthman, Kimberly Moore, Mark Patterson, Dan
Richman, Alan Schwartz, Henry Smith, Steve Thel, Paul Wolfson, Ben Zipursky, and
seminar participants at Georgeiown, George Mason, University of Pennsylvania, and
Yale for helpful comments. We are especially grateful to Walter Nicholson and Mark
Lemley for insightful observation and criticism that substantially improved earlier
drafts. Finally, we would like to thank Michael Pereira for excellent assistance. and

Economist
Ove Granstrand s
and sequencing
of IP Regimes

Patent |

Economics .
Management
Intellectual

Total 1P-value '

Trade secret and
know-how value *

Patent 2

atents .7
-

Property . Patent 3 i
: i
. - -
- e
) — L
'E GRANSTRAND Patent granting dch T T k] i
Legend:
1' Patent granting date.
t Patent expiration date.

FE—— Total IP value.
Patent value.

— = = == Trade secret and know-how value.

All Rights Reserved —+—+—+ = Trademark value.
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CONVENTIONAL BRAND PROPOSED
Value Transference APPROACH
EQUITY
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Value Articulation:
A Framework for Growth via leveraging Intellectual Property

IP Portfolio

Backbone
° Brand
o
c
2 i
2 i— EXpression
2
S
'_

Function

Product Development

Line Extension

Derivative Products
Supply Chain
Integration

Joint Venture
Strategic Venture
Licensing

End User

New/Emergent
Markets

Existing Markets

All Rights Reserved Page 16
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00 Dolby

What’s All The Noise About?!

Dolby Labs An Effective
Model For Leveraging 1P

Pam Hawkins, Dotcy Isom III, Tiffany Smith-Peaches
Tech 913 Final Project

Business Model

¥

“ I have a general principle that I follow. I
don’t go into any area that I can’t get a
patent on...|otherwise], you quickly find
yourself manufacturing commodities.”

Ray Dolby (June 23, 1986 San Francisco Business Journal
Interview)




Business Model

Sell products
to industry

License technology to
consumer manufacturers. __
Trademark on everything

718 registered

> trademarks in 98

countries; 81 in US

[] DOLBY ||

{ood

“Trademarks are one ot

Dolby’s most valuable
7 assets.”—dolby.com,

2003

Note: All marks registered

Movies/Theaters

Transferred sound know-how

:[? film (’}6 consecutive oy
Oscars™) 7300
Dolby™ Stereo mark on o Wa
14000 pa
theaters 510 e
1000 screens in 10 years [ L]
. . . 1000
Didn’t respond to digital o —~
DTS® & SDDS® take space | -
com 7
Partnered w/ studios and [ 7
recovered 300 /4—’_"//
: : ool 7 sy
(S&[rrée 1;))1;?: modeli[ s;gghgrg,) o
, raramounl, 3FIT e b0 828885344
use Dolby, manufacturers [ fI88F834444¢ fi88ids
[theaters] must follow Dt sevencomts A

12/14/2009
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Dolby in Home Theater/DVD

Leveraged presence in cinema
=Video/DVD
Products

— Dolby Surround ®

— Dolby Pro Logic ®

— Dolby Pro Logic Il ®
DVD US standard

DVD world standard

F RS
Laser disc player  Mutichannel s
with MW:EG'B electronics with 4 . l
RF output orDVD  Dolby dightal L
playsr with Dolby ~ decoding %
Digital output

All Rights Reserved Page 21
Dolby Digital Presence in HDTV
Leveraged their position in video &
television production Number of US terrestrial TV stations broadcasting Dolby Digitel
FCC standard M“,m N”f‘ % fib 2003 ,
— Grand Alliance | I i i !
— Cited testing (IC in the form | § g 120 11 1,200 sfions*

of documented research) "Ongoing goal is o reach 1,200 stafions

On February 4, 2007, the National Association of Broadcasters (NAB)
announced that a total of 747 local broadcast television stations have
flioped the switchto digital. OTV signals are now being transmitted in
181 markets that include over 96% of US TV households,

Worldwide standard

All Rights Reserved Page 22

12/14/2009
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Value Articulation by Dolby Laboratories

LEioas

° Brand

o

fd

o

< |~ Expression
=

=

'_ .

Function

Product Development
Line Extension

atl A 7
ot i Ve "”is/e% Derivative Products
Strategic Venture 2 Supply Chain
Licensing Integration
End User
Digital Theatre, DVD A,B,C-type
broadcast HDTV, Analogue tape
Surround sound originally
Page 23

All Rights Reserved

Dolby’s business model shines..

Proprietor controls 94% of voting stock after the IPO!

Dolby Labs Raises $495 Million in Initial Public Offering

By BLOOMBERG NEWS

Fubkshes: Fasnary 17, 2008

B y Bloomberg News

Dolby Labaratorias, a developer of music and motion picture sound systems, raised 3495 million in an initial public offering, putting a valuation on the compa
Dolby Labaratories sold 10.5 million Class A shares at $18 each, while its founder sold 17 million shares, the company, based in San Francisco, sad yeste

Dolby increased the offering price from the range of $13.50 to $15.50 it estimated eardier this month. The company developed a system in the 1960°s that
reduced background noise in tape recordings. In the 1970s, the Dolby surround-sound system was used in theaters for films incleding “Star Wars. ™ Dolby
[products have been used in the production of more than 16,000 movies, thousands of DVD titles and hundreds of wdeo games, the company said in a filing
Mr. Dolby, 71, founded the company in London in 1965 after he got a doctorate in physics from Cambndge University. He is board chairman and got 5306
million n the offening

Mr. Dolby's share in the company is worth 51 2 billion based on his §9.8 percent stake in the stock after the share sale. The company’s market value is
$1.75 billion, based on its 97,362,125 Class A and Class B shares at $18 each

Contral of the company will remain with Mr. Dalby through his holding of Class B shares, which camy 10 votes each. Class A shares are permitted one vote
each. Mr. Dolby's total voting power is 93.6 percent. according to a filing yesterday with the Securities and Exchange Commission

[Ray Dolby and loan Allen, the company's senior vice president, won Academy Awards in 1978 and 1988 for thedr efforts to develop motion-picture sound

In the 12 months ended Sept. 24, the company had net income: of 5398 million on sales of $289 million. Net income was $30.9 milion on revenue of
3217 5 million a year earlier

Page 24

All Rights Reserved
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For more information on Dolby:

o 235 by Nt sty S of Law. Vb . i | (Fall 308)
et et of |y vl sz Py

A Profile of Dolby Laboratories:
An Effective Model for Leveraging Intellectual
Property

Pamela Hawkins Williams,” Dotcy Isom, III,” Tiffini D. Smith-

.
Peaches

I INTRODUCTION

The story of Dolby Laboratories, Inc. (“Dolby Labs”) is in many ways the story of
Ray Delby.” By all accounts, Ray Dolby is the consummate engineer and inventor who
created and sustained a thirty-sev dynasty in an industry characterized by rapid
development. Ray Dolby. an electrical engineer and physicist, helped develop the first
consumer VCR while still a college student working part-time at Ampex Corporation.
Although founded in London, Dolby Labs was established as a New York corporation
and then relocated its headquarters to San Francisco, California in 1976.° For the next
twenty-five years, almost every innovation in analog tape noise reduction would criginate
from the company’s San Francisco and London locations. Through his mastery of
leveraging intellectual property ("TP7), Ray Dalby built alliances with the recording
industry, reproduction manufacturers, and consumer electronics manufacturers that
arzuably exceeded Microsoft” Windows™ dominance in the computer industry * Even
today. “[t]he most popular analogue noise reduction system [in] tapes is the Dolby” noise
reduction (“Dolby” NR™).™ Virtually all cassette players, from the cheapest portables to

32004 7D, Candidate st Northwesterm
zton University in St. Lows and her B.S. i

iy School of Law. She
l Engineering Zom the

All Rights Reserved Page 25

iIPod Value Articulation

S
[=]
=8

—Expression

Transference

unction

NPD

M&A
Joint Venture
Strategic Venture
Licensing =

End User
Made for:

iPod nano
4th generation (videa)

Kf:]lOﬂg Page 26
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From WSJ 512008

Business Insights Section

http:/lonline.wsj.com/article_print/SB1
21018802603674487.html

L] ¢
@O\

o
[J] Made for
©| iPod
,TEP BY STEP Apple first sought a trademark for a two-
limensional Pod symbol (top left), then for a mark for co-

randed products (bottom left), and finally for the three-
limensional shape of itz players

All Rights Reserved

) THE WALL STREET JOURNAL.

May 12, 2008

BUSINESS INSIGHT Joint with the Sloan Management Review

Shape of Things to Come

How Apple's trademark for irs iPod protects its brand - and offers lessans for ather companies on
how to leverage their intellectual property

By DAVID OROZCO AND JAMES CONLEY

On Jan. 8, the 115, Patent and Teademark Office granted Ap)
dimensional shape of its iPod media player.

e Inc. a trademark for the three-

This was more than a recognition of an mnovative produet design, It also was Apple's capping piece ina
multiyenr marketing and legol campaign that pushed intellectual-property rights to new sompetitive
advantage for the company.

In many ways, Apple is benefiting from an expansion of U.S. wad k rights, beyond the waditional
names, images, logos and di ional symbols trademarks usually secure. In recent years,
wademarks have been granted for such things as produet shapes, colors and seents that companies can
claim are linked exclusively to the source company in consumers” minds.

These nontraditional marks are difficult ro obtain. But vulike more commonly uwsed unlity and design
patents, which exist to cover functions and the omamental look and feel of products and expire after a
set number of years, rademarks can remain m force potentially forever.

The iPod shape trademark gives Apple a new weapon in ihe fiercely competitive market for media
players. While competitors may evenmally appropriate the iPod's inner workings, as unility patents
expire. they will nsk livigation if their products come too ¢lose 1o the uademarked shape of the iPod,
including its popular circular-tonchpad interface.

Maoreover, trademark law allows the holder to sue not only manufacturers but also distributors of

competing products whose ateril 50 ble thaose of the p d mark that they create the

1 of confusion m the

All Rights Reserved Utl Ilty Patent

The iPhone Value Transference
Software

Product
Form —> Brand

TRADE-MARK:

(7

L Bl G = Curent Teve = -]
Curmee T - : /
9 e Gy O 3 Enter Passcode -
. . I i . -
— < A
I | '
| | | |
1 2 3 |
e | cer | | 11
4 & [ | | |
e = o | |
T B 9 11 |
sors weer | N |
|
Emargancy o Concal | | |
ca | | [rmsesnensa s -
Py — 1L IR
= e ) \; J

—> Design Patents — > Marks/dress 28
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iPhone 3G Teardown & everyone else’s technology...

SAMSUNG ST MICROELECTRONICS  INFINEON SKYWORKS
Application LIS331 DL SMP3i SKYTT7340
gg:!r"zswnm P and  Accel 1 SMARTi Power  Power Amp. Module
L INFINEON
1MB Serial Flash DDR SDRAM Management IC e EO T
NATIONAL \
SEMICONDUCTOR }'zh?lJINT32
LM2512ZAA wcnm A
Display Interface Pmem; Jm‘“,r[:’l
TRIQUINT
TQMB76031
ERDADCOM WCDMA/HSUPA
BCMS974 Power Amp.
Touchscreen
Controller TRIGUINT
TQMB16035
WCDMAHSUPA
Power Amp.
NUMONYX
o PF38F3050MOYDCE
it 16 ME NOR + 8 MB
Audio Codec Psetido - SRAM
Selconductor INFINEON LINEAR TECHNOLOGY  nxP INFINEON
|* | insights= PMB2525 LTC4088-2 P Digtal
Hammerhead Il GPS EQSB ChBr[DBff rOCEs50r
er

Result

i Brand
O,

Temporal
reconciliation
of iPod IP

All Rights Reserved
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the EXperience
Economy

experience
service

TIM BROWN

DESIGN

oF oo
.!i‘ BUSINESS p g @

reoua
& re e
ree
ree
ree
100

Design converges on marketing

e Form follows function
Louis H. Sullivan

e

oW desgn sinilwges s

* Form follows emotion i, W e
Harmut Esslinger Wit |2 fineline

hartmut esslinger
et

* Form follow meaning

Roberto Verganti i
FUNGCTION
.l‘l'EGmOLOGY!
j[ - veen n\_ryg\_}.'{"i‘lféﬁ
tNEEDS)/

MESSAGE
QMNGME’ oo *‘
Sera, PC‘WIMI)‘
Signs: indesne, eymbol, / identity, amaoton, vakies -
SRS Page 32

All Rights Reserved
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The science of signs — derives from 2nueiov — Greek word for

Sign: ANYTHING that stands for something else

Semiotics reveals performance of signs and the role of MEANIN

Meaning IS Value

To expand meaning is to build value, and enhance profit

ORIGINS OF SEMIOTICS

Charles Sanders Peirce Ferdinand de Saussure

g

Y

1839 -1914 1857-1913

American Scientist & Logician Swiss Linguist

12/14/2009
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From Semiotics

i

e Miracle Worker (MGM, 1962).

“... my whole attention fixed upon the motion of her.fingers...
and somehow the mystery of language was revealed to me.”

Helen Keller, The Story of My Life (19085), p. 23.

A
ff@@[fi@/f# Creation ofMeamning

The Miracle Wolr (MGM, 1962).

18



The IP Ecosystem

A lens to resolve product character

Inventions Design

Product

Brand Knowledge

Brand
Brand Associations
(Kotler 1991)
Trademarks Expressions
37
All Rights Reserved Page 37

Case Study — Product Design

0

Brand
Associations
Brand Knowledge
Brand - i
(Kotler 1991) :

H x H

v O 4

Design w/ yellow/brown
All Rights Reserved
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Case Study — Packaging

Product

o —

Brand

Brand Knowledge o
Associations

Brand
(Kotler 1991) A
Ees
TIFFANY & CO. ... A
All Rights Reserved e 39
Case Study — Product Design
Product
Value
Transference
Brand
Brand Website Images &

References to media brands

(Kotler 1991) and content

O
©

All Rights Reserved Page 40
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Today’s Agenda

* Differentiation strategy and the logic of why
MSME’s do what the do

e Simplifying the arcane lexicon of IP law, from
product function to brand.

* Management concepts for IP such as value
transference, value articulation, Dolby case

* Dynamics in markets and contexts, convergence
of Design and Marketing

e Semiotics & Brands

All Rights Reserved Page 41

Questions?

j-conleya@kellogg.northwestern.edu

) Center for Research in

f T
k!‘ Technology & Innovation

-~
-~
- -
’ 4

[Excellence in Management Education
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