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Executive Summary

The Chief Intellectual Property Officer (CIPO) is an emerging, senior role within corporations. While guided by
the CIPO Manifesto, the CIPO role is not completely understood, even by the leaders of the global IP
community at the forefront of creating this critically important role.

To better understand the role of the CIPO, Rob Sterne, Ron Laurie, and Joff Wild, representing the global
CIPO community, engaged Luke Hohmann' of Enthiosys to design and lead the facilitation a ¥ day of
Innovation Games® sessions to help the CIPO community gain critical insights for better understanding this
role. Sponsored by IAM Magazine and Rob Sterne, the event was held on June 21%, 2009, in conjunction with
the IP Business Conference in Chicago, IL.

Key insights that we gained through this event that are further elaborated in this report are follows:
1. The CIPO is an emerging role. In terms of the “S-shaped Curve of Adoption”, the CIPO role is primarily
associated with Visionaries. Related insights include:

a. The CIPO is NOT a “legal” role. While the ideal CIPO has some legal experience or a legal
background, the cross-disciplinary and strategic nature of the role requires the CIPO to be a
business strategist and not a general counsel.

b. The CIPO must be comfortable with creating the structures, processes, and metrics that define
success within their organization.

c. There is no formal path to becoming a CIPO. It is a mix of (primarily) formal legal experience
along with a significant amount of “on the job training”.

2. The CIPO must be passionately articulate in describing the role to the CEO, the Board, and the
executive staff. The CIPO must not let IP matters be “quietly handled” but must instead integrate IP
into the fabric of corporate strategy and execution.

3. The degree of centralization/decentralization of the CIPO is a function of the larger prevailing corporate
culture. Most participants agreed that a centralized strategy that aligns with overall corporate strategy
with decentralized IP creation and management, with similarly decentralized budgets, is the best
combination for success. Our data also suggests that the when we mean a “decentralized” structure,
we mean that the CIPO is working with business unit leaders that have “fully functioning” organizations
(e.g., marketing, sales, finance — such as Aircraft vs. Transportation at GE). A “centralized” structure is
characterized by the CIPO working directly with the heads of functional groups within a small (1 to 3)
number of business units (e.g., the CIPO works directly with the VP Engineering, CTO, and CFO).

4. Perhaps more important than the centralization/decentralization structure question, the participants felt
that the successful CIPO must be capable of first establishing a compelling vision and then work
towards that vision with concrete, measurable, and provable deliverables. Participants noted that this
requires balancing the long-term nature of IP (e.g., securing a patent) that often conflicts with the
shorter time frames of quarterly earnings reports.

5. Valuation of IP assets and “getting IP on the balance sheet” remains this single biggest financial, and
quite possibly the single biggest challenge overall facing CIPOs. This is distinct from the misguided
expectation that the primary role of the CIPO is to either increase licensing revenue or reduce
corporate IP risk.

6. While there is an increasingly complex web of relationships that CIPOs must manage, participants
noted that there are still a relatively small number of essential external organizations that a CIPO must
manage. These include the USPTO, EPO, and JPO; industry analysts, and key IP courts.

7. Participants noted that newly instituted CIPOs must develop their organizations through a very clear
“maturity model”, focusing developing capabilities in the following sequence:

! Luke Hohmann was former Vice-President, Engineering and Product Management of Aurigin Systems.
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a. Technical competencies in IP litigation, licensing, and protection;

b. Integration into the company through R&D, Open Innovation, Business Models, and strategic
planning;

c. Expansion internally and externally, focusing on finance, market expansion, and global issues.

We also note that our CIPOs identify quite strongly with their role. When asked to identify their ideal CIPO, they
used many standard and expected descriptions: strategic thinker, broad base of skills, deep domain expertise.
But, perhaps surprisingly to some who do not understand the role, during the game we found participants using
words and phrases with high degrees of emotion, ranging from love, passion, fearless, and trust.

These insights are developed through the remainder of this report.

This remainder of this document represents our report. It is designed to be used in conjunction with the “raw”
data obtained from the event to help participants gain an understanding of this role. It is organized as follows:

Background: Questions and Design of the Games
Summary of game results on a per-game basis.
Analysis of game results: Our analysis of the game results and recommendations.

We'd like to recognize the contributions of our Observers in preparing this report:
Sara-Jayne Adams, IAM magazine
David Brown, Thomson Reuters IP Solutions
Duncan Bucknell, Duncan Bucknell Company
Nigel Page, IAM magazine

Enthiosys would like to thank the sponsors for allowing us to participate in this project. We look forward to
working with you on future projects.
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Background, Session Design, and Participants

Conversations and emails with Rob, Ron, and Joff, a careful reading of the CIPO Manifesto and related
documents, and a detailed discussion guide prepared by Ron resulted in a core set of questions on the role
and structure of the CIPO that helped guide the design of the event. These questions are presented below:

What are the internal and external relationships and that the CIPO must manage in order to be
successful in their role?
Where should the CIPO be placed in a company’s organizational structure?
0 To whom should the CIPO report?
0 What functions should report to the CIPO?
0 What are the “solid” and “dotted” line reporting structures relative to the above?
What are the organizational impediments to implementation of the CIPO position?
What are the factors that influence if the IP management be spun-out into a separate organization
(e.g., Philips, AT&T)?
What are the larger organizational structure and “environmental” factors that affect the structure,
authority, and responsibilities of the CIPO?
How can the CIPO add value to and/or work with other C-level functions?
How can a CIPO contribute to the implementation of overall corporate objectives?
How should the CIPO interact with top management (CEO/ExCom) and the Board?
What are the responsibilities of the CIPO relative to the dissemination of IP related information across
and through the organization?
What is the preferred background and experience of a CIPO?
How do CIPQO’s get “manufactured”?
On the job experience (learn by doing)?
0 One-on-one mentorship?
0 Corporate training program?
0 Graduate IP management programs? —
What personality attributes and interpersonal skills are necessary/desirable for an effective CIPO?
How should the CIPQO'’s performance be:
0 measured?
o rewarded?
0 incentivized?
How should the CIPO function be budgeted?

The design of the event focused on creating a context in which the participants could naturally explore as many
of these questions as possible, while not restricting participants to exploring only these questions.

A critically important factor in the design of the event was finding a way to leverage the diverse background
and experience base of the participants. Representing a mix of actively practicing CIPOs and industry experts,
we eventually chose to maximize the differences in experiences by grouping disparate industries within
participant groups.
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The event was ultimately organized as follows. Note that the groups were designed to have a maximum of 7
participants to emphasize collaboration and rich discussions among the participants.

Group 1: CIPOs

Group 2: Industry Experts

Group 3: C

IPOs

Members - Beatrix de Russé, Thomson - Todd Dickinson, AIPLA - Damon Matteo, PARC
- Marshall Phelps, Microsoft - John Squires, Chadboure & | - Peter Cicala, Shire
- Carl Horton, GE Parke (ex Goldman Sachs) Pharmaceuticals
- Bill Elkington, Rockwell - James Malackowsi, Ocean - Ruud Peters, Philips IP &
Collins Tomo Standards
- Erin-Michael Gill - UIf Petrusson, CIP - Anne Culotta, Halliburton
Gothenburg - Scott Frank, AT&T
- Shinjiri Ono, Yuasa & Hara - Wayne Sobon, Accenture
- lan Harvey, IP Institute
Game 1 Spider Web focused on the Spider Web focused on the Speed Boat to identify the
internal relationships that exist | external relationships that a critical issues (anchors) that
between a CIPO and other CIPO must understand and prevent CIPOs from realizing
parts of the business. manage to be effective. success in their jobs.
Game 2 Product Box focus on Prune the Product Tree Product Box focus on

identifying an idealized CIPO
as of July 2009.

focused on the evolution of the
CIPO role within an
organization.

identifying an idealized CIPO
as of July 2015.

Following each game each group briefly presented their results to the other groups.

Here are some additional notes on the design of the games that may prove useful for future events:

We designed two versions of Spider Web to capture internal and external event perspectives.

[0)
0

The CIPO group worked on the internal perspective.
The industry experts worked on the external perspective.

We designed two versions of Product Box to see if participants would identify significantly different
perspectives between 2009 and 2015. Because we also wanted to explore the deep and often
personal emotions hat drive participants to identify with their own job, we suggested that participants
create a box that represents what they and only they would want to purchase. More plainly, we were
not asking participants to create a bland, homogenized box. Instead, we wanted them to create the
box that they would really purchase. During the game we found participants using words and phrases
with high degrees of emotion, ranging from love, passion, fearless, and trust.

The following participants were invited but were unable to attend:
Sherry Knowles, GSK
John Squires, Chadboure & Parke
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Summary of Spider Web Game Results

In this section we briefly review key results of the Spider Web Innovation Games. Our conclusions are based
on these results and Observer notes. We invite the reader to consider detailed game results and event photos.

Group 1, CIPO, Spider Web

Participants drew several webs on a single large sheet of paper. The results of the individual webs created by

participants are captured below. We observe the following:

There is a mix of centralized and decentralized functions.
The CIPO role handles much more than legal functions.
The CIPO integrates with many internal organizations.

The CIPO function in large organizations may be best managed through a recursive structure, with the
parent company CIPO function being replicated within organizational units.

Enthiosys CIPO Discovery Session Report

Marshal Phelps and Beatrix de
Russe collaborated on this web.
The black portions were drawn by
Marshall. Beatrix added her
components in red.

Their collaborative effort
represents their common structure
of a large, centralized IP strategy
with decentralized IP creation and
control.

Note that Beatrix added a
significantly larger number of lines
and was likely distinguished as the
CIPO with the broadest
organizational authority in the
room (e.g., R&D reports to
Beatrix).
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Carl Hogan drew this web,
representing a large, decentralized
IP operation.

It is instructive to consider how

closely the structure of Carl's IP
organization matches the larger
structure of GE,

Erin-Michael Gill, representing a
small, centralized IP function, drew
a diagram that at first glance
appears to mimic the other
diagrams. Key differences,
however, emerge based on how
the structure was described.

Note, for example, the relatively
few number of discrete functional
groups connected to the CIPO, the
many arrows to Engineering,
signifying heavy communication,
and one very heavy line to the
CEO, signifying strategy.

Also note that the relationships
represent connections between the
CIPO and functional or operational
units, not separate business units.
This appears to be the key
distinction in how the role is
structured.

Enthiosys CIPO Discovery Session Report
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Bill EIkington drew this diagram of

his role as an emerging CIPO. We

also characterize this diagram as a
centralized CIPO, in that Bill works
directly with the heads of functional
organizations.

Bill noted that this may change as
his role matures within the
organization and leveraged the
experience of the other
participants in discussing the
pros/cons of a
centralized/decentralized strategy.
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Group 2: Industry Experts, Spider Web of the CIPO Ecosystem
The composite web drawn by the industry experts is shown below. We observe the following:
- The CIPO must deal with a very large, diverse, and complex ecosystem.

Many of the industry experts claimed that they could draw almost the entire web without any
assistance of other participants. While affirming their position as industry experts, this suggests that a
CIPO must be a person with considerable experience. To illustrate this, we ask the reader to consider
the web of relationships that would be drawn by a person with only one or two years of job experience.
Our hypothesis is that the web they would draw would be considerably less detailed. While we need to
conduct further research to confirm or refute this hypothesis, we note that in no way does this
hypothesis change the results of this web.
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Summary of Speed Boat Game Results

In this section we briefly review key results of the Speed Boat Innovation Game played by Group 3 (acting
CIPOs). Our conclusions are based on these results and Observer notes. We invite the reader to consider
detailed game results and event photos.

An overview of the results of the Speed Boat game, along with a few close-ups of anchors, yielded the
following insights:

We asked participants to select the kind of boat they felt best represented the CIPO function. The
group considered such boats as Destroyers or Aircraft Carriers, but quickly rejected these as too
negative, militaristic, or slow. In the end, they chose a fleet metaphor, with the CIPO positioned at the
helm of a relatively fast and agile command ship.

The clouds in the sky represent the many organizations that the CIPO must interface with and/or
manage. We note that the boat and clouds further reinforce the distributed, decentralized structure of
the CIPO as identified in the first groups Spider Webs.

Some of the heaviest anchors deal with:

(0]

O O 0o

Interaction with the CEO / Board

Valuation of IP Assets / meaningful accounting rules

Educating the organization of the value of IP

Establishing an IP-friendly culture

Establishing an IP strategy that supports the corporate strategy
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Summary of Product Box Game Results

Groups 1 and 3 participated in the Product Box game. Participants in Group 1 were asked to imagine that it
was July of 2009 and that they had successfully realized their life goals of “retiring into the sunset from a job
well done”. To this end, they were to hire their successor — their ideal CIPO and subsequently sell their
idealized CIPO to the larger group.

Participants in Group 2 were asked a quite different question. They were asked to imagine that it was July,
2015, and that they had just been promoted to the position of CEO of their respective organizations, and that
they were in the market for their ideal successor.

The framing of the questions was designed to explore key differences that might emerge over the next five
years regarding the role of the ideal CIPO. In analyzing the boxes, however, we found that there were no
significant differences in the perceived qualities of the CIPO. When presented with this observation, the
participants readily agreed that there it was highly unlikely that there would be significant changes in an
idealized CIPOI between now and 2015. Additional observations are noted below, paired with representative
comments and observations.

Front of Box Participant and key notes

Beatrix de Russé, Thomson
Time context: July 2009

Key messages / features

- Beatrix used many symbols that represented
her deep passion for her job. During her
presentation, she was quoted as saying that an
ideal CIPO must “love” their work.

- Beatrix also noted that the ideal CIPO must be
extremely flexible, noting that a willingness to
enjoy “exotic foods” was essential.

- Beatrix required that her ideal CIPO be
international with a broad business background.

- Perhaps surprisingly, Beatrix also emphasized
the humor that a CIPO must bring to their job if
they are to have long-term success.
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Marshall Phelps, Microsoft
Time context: July 2009

Key messages / features
- Marshall's box clearly enumerates a detailed

number of features. We especially note the
combination of “relatively fearless” combined
with diplomatic and culturally acceptable.

- Marshall also emphasizes the importance of

domain knowledge — a CIPO must be industry
specific, suggesting that significant on-the-job
technical experience is an essential
requirement.

Carl Horton, GE
Time context: July 2009

Key messages / features
- Car’s box emphasized the trust that must exist

between the CIPO and the organizations they
support. Without this trust, nothing can be
accomplished.

- More than any other box, Carl’s illustrates the

importance of creating short term results in the
context of a long-term strategy.

- Carl emphasized the service orientation of the

CIPO - helping others meet their commitments.

- Carl also noted that the ideal CIPO is

passionate about IP.

Enthiosys CIPO Discovery Session Report
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Bill EIkington, Rockwell Collins
Time context: July 2009

Key messages / features
- Bill's box emphasized the ability of the CIPO to

change the nature and structure of the business
—to literally “change the game” in favor the
company by leveraging IP.

- Bill also emphasized the importance of working

in partnership with the business.

Erin-Michael Gill
Time context: July 2009

Key messages / features
- Erin-Michael’s box captures the uncertainty of

the CIPO as represented by the Las Vegas slot
machine in the upper right hand corner. As
described by Erin-Michael, the CIPO cannot
predict the future, but must instead be able to
deal with a high degree of uncertainty because
of long time horizons.

- Erin-Michael suggests that patent examination

experience is quite valuable.

- Finally, Erin-Michael emphasizes the need for

the CIPO to creatively find ways to maximize
the value of IP assets.

Enthiosys CIPO Discovery Session Report
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Damon Matteo, PARC
Time context: July 2015

Key messages / features

- Damon emphasized agility -- the capacity to
work in faster product cycles.

- Damon also suggested that by 2015 there
would be some form of “certification” process
for CIPOs.

- Damon also noted the importance of analytic
skills in making decisions.

Peter Cicala, Shire Pharmaceuticals
Time context: July 2015

Key messages / features
- Peter’'s box echoes the themes found in many
other boxes — cross-disciplinary experience
along with direct management experience.
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Ruud Peters, Philips IP & Standards
Time context: July 2015

Key messages / features

- Ruud suggested that the CIPO of the future
would need to find fresh perspectives because
the strategies of the past would no longer be
suitable. To illustrate this, Ruud explicitly chose
a picture of a “futuristic” woman.

- It is important to note that Ruud’s box continues
to emphasize the “bread and butter”
requirements of the CIPO — namely, higher
market share, profits, and new business.

Anne Culotta, Halliburton
Time context: July 2015

Key messages / features

- Congruent with her passions regarding the
valuation of IP assets, Anne’s box emphasized
the importance of valuation in the role of the
CIPO. (Anne’s box has more money stickers
than any other box).

- Interestingly, Anne also characterized the role
of the CIPO as a coach, helping other
organizational units realize their goals through
IP.

Enthiosys CIPO Discovery Session Report Page 17 of 19




Scott Frank, AT&T
Time context: July 2015

Key messages / features
- Scott was also focused on profit — the first three

lines of his key selling messages were greater
profits, higher profits, and improved ROI.

- Scott was the only box to explicitly mention the

power of IP to leave your competition in the
dust (note the figure to the lower left).

- Scott emphasized that the ideal CIPO was

gifted at team-building - creating the holistic
group that leveraged IP within the organization.

Wayne Sobon, Accenture
Time context: July 2015

Key messages / features
- Wayne noted that the ideal CIPO was able to

juggle emotions along with law, business,
people, and media. The idea of “juggling”
complex demands seemed to resonate strongly
with participants.
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Summary of Prune the Product Tree Game Results

Our industry experts were asked to identify the key benefits of the CIPO role as it matures (“grows”) within an
organization. Once these benefits were created, our industry experts were asked to recreate their trees, this
time leveraging these key benefits into descriptions of focused growth. The “roots” of the left tree represent the
infrastructure that a CIPO requires to be successful and the “rotten fruit” (apples on the ground) represent key
challenges that a CIPO must overcome as their tree matures.

Key messages / features
- The first apples represent getting a handle on IP
assets — cataloging, etc.

- The middle ring of apples focus on value creation.

- The final set of apples focus on the proactive use
of IP.

- Infrastructure (root) apples of note include the
need for a separate budget, “IP part of entire
company business plan” and “cross functional
support.

Key messages / features
- Firstring:  Basic IP Litigation and Licensing
- Middle ring: IP R&D, Open Innovation,
Business models.
- Outer ring: Increasingly external and global
perspective on the use/value of IP
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