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About Wilo

Not only has Wilo gone down in technologi-
cal history as a pioneer in the field of pump
technology for central heating systems, but
the Dortmund-based group of companies
has also set itself ambitious goals within the
industry: it seeks to be both the first and the
best to solve the challenges of our time
within the competitive environment for
high-tech pumps. Wilo has been at the fore-
front of developing innovative solutions for
pumps and pump systems for heating, refrig-
eration and air conditioning, water supply,
as well as wastewater disposal and treatment
since 1872. Wilo deals with everything that
moves water within buildings, water man-

agement, and industrial applications.

Wilo, which are the initials of company
founder Wilhelm Opldnder, began as a fac-
tory for brass goods. The group of companies
from Dortmund is currently represented in
more than 70 countries, employs over
7,500 people, operates in more than 60 loca-
tions and turned over more than EUR 1.2 bil-
lion in 2014. Wilo lives and cultivates the pi-
oneering spirit from its tradition and innova-
tive successes, and its understanding of cus-
tomer requirements. The company's defini-
tion of progress includes anything that con-
stitutes an improvement for the customer.
This encompasses everything from great in-
novations and small details to accelerated
processes, simplified handling and easier
customer decision-making. Wilo products
are intended to be particularly user-friendly,

efficient and high-quality. Another measure

for Wilo's fundamental and progressive ap-
proach to innovation relies on the fact that
Wilo has repeatedly provided solutions
which constituted a benchmark for the mar-
ket and have had a significant impact on pol-

icy development.

Wilo is divided into three product areas and
competence centres: Building Services, Wa-

ter Management and Industry:

= Building Services is the area that sub-
sumes energy-efficient solutions for
heating technology, air conditioning,
water supply and wastewater dis-
posal required for detached or two-
family homes, public buildings, indus-
trial or office buildings, hospitals or
hotels. The aim here is to achieve an
efficient use of buildings by means of
highly  energy-efficient integrated
components.

= In the field of water management, this
involves safe water purification and
the supply of an increasingly valuable
resource. In many regions of the
world, this task is turning into a high-
tech challenge with complex require-
ments for drinking water, water purifi-
cation, water transportation, water
treatment and wastewater disposal.
Apart from technical performance, the
efficiency and sustainability of the
pumps and systems used are key
concerns in this respect.

= The Industry unit focuses on process-
related peripherals. For industrial cli-
ents, reliability, flexibility, efficiency
based on a sophisticated range of
products, and the ability to design
customized solutions using pooled
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knowledge and effective quality man-
agement, play a critical role.

Development, technology, and IP at Wilo

The development function at Wilo is the re-
sponsibility of the Research and Technology
Center. The mission statement of the R&T
Center also reflects the company's aspiration
to technological market leadership: techno-
logical leadership in all market segments
with innovative, energy-efficient, safe and
sustainable products and systems. In order to
achieve this goal, Wilo requires more than
350 employees in 14 location and some 3.5%
of its turnover as a budget for R&T. The R&T
Center organizes collaborations with univer-

sities in Germany, France, Korea, and India.

A particular challenge for Wilo's products
and systems is the increasing complexity of
the technologies the company is seeking to
master. These technological fields currently
comprise fluid mechanics, thermodynamics,
acoustics, electrical drives and their control
algorithms, as well as the corresponding ma-
terials sciences, electronics, surface treat-
ment, mechanics, sensor technology and sys-
tems engineering. These topics must be mas-
tered for pumps and solutions with a perfor-
mance range from 1 W to 3,500 kW.

Compared to its Danish competitor Grund-
fos, which generates a turnover of approx.
EUR 3.2 billion and its German competitor
KSB with a turnover of nearly EUR 2.2 bil-
lion, Wilo is significantly smaller. Neverthe-

less, Wilo is highly competitive in terms of its

technologies and patent activity, and regu-
larly emerges as technology leader. On aver-
age, the company registers about 30 patents
each year. As far as the German market is
concerned, Wilo is therefore on a par with its
two larger competitors. Across Europe,
Wilo's patent activity amounts to approx.
50% of that of Grundfos and a good 70% of
that of KSB. As the complexity of products
and the number of relevant technological
fields show, IP activity within the competi-
tive environment is generally relatively high

and rising.
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Fig.1: Patent applications in technologi-

cal fields of relevance to Wilo



Global trends within the pump industry

Due to its business activities and product
range, Wilo is affected by various long-term
developments to which its strategy must be
aligned. These include: globalization, urban-
ization, water scarcity, energy shortage, cli-
mate change, technological change. These
developments have an impact on society, the
economy, the natural environment and tech-
nological reality, today and in the future.
These impacts must be reflected in Wilo's

strategic behaviour.

Globalization means that today's emerging
markets are evolving rapidly from an eco-
nomic point of view, and that they are be-
coming industrialized nations in terms of
their production and resource consumption
patterns. This leads to a further increase in
global competition for raw materials and re-
sources. The simultaneous increase in urban-
ization (for the first time in human history,
more people have been living in cities than in
rural areas since 2008) poses enormous chal-
lenges for planners. By 2020, more than 60%
of the world's population will be living in cit-
ies. Globally, there are more than 63 cities
with over 3 million inhabitants. Water sup-
ply is one of the biggest challenges with not
only households but also industry and agri-
culture requiring rising amounts of fresh wa-
ter. Being a vital and scarce resource, fresh
water is becoming increasingly precious. In
addition to the basic problem of water scar-

city, the issue of energy supply is becoming

more and more pressing in the light of cli-

mate change.

These change processes result in the right
framework conditions for a highly positive
growth scenario for Wilo. Wherever there is
pressure to invest, combined with a need for
maximum efficiency and resource conserva-

tion, Wilo is well positioned.

Wilo is operating in one of the most versatile
sectors of the mechanical engineering indus-
try with a production volume of nearly
EUR 4.6 billion. Buildings constitute the larg-
est sub-sector of this sector. As pumps are
also sold for other industrial and process en-
gineering applications, pump sales are com-
paratively stable and crisis-resistant. The
prospect of significantly improving the en-
ergy-efficiency of buildings by making com-
paratively small investments leads to a con-
tinuous demand for high-efficiency pumps,
which sometimes even goes against eco-
nomic trends. In this product category, the
short payback time and therefore the long-
term profitability of the investment beyond
amortization is a key selling point. Legal and
regulatory frameworks also lead to a contin-
uous sale of high-efficiency pumps, espe-

cially in the field of building services.

Positioning of the pump industry in the
light of the energy transition

Germany's Federal Environment Minister
Altmaier has described the energy transition
as “the greatest challenge for economic pol-
icy since post-war reconstruction and the

greatest challenge for environmental policy



of all time”. The pump industry plays an es-
sential role in this transition. Pumps con-
sume 10% of all electrical energy available
worldwide. According to the plans of the
German Federal Government, greenhouse
gas emissions are to be reduced by up to 95%
vs. the 1990 benchmark. The use of renewa-
ble energies is expected to rise to 80% of gross
electricity consumption, with a special focus
being on building services which bear the
greatest saving potentials. This area which
accounts for 40% of Germany's energy con-

sumption and one third of its CO2 emissions.

Potential savings result mainly from existing
installations. Some 13 million of the approxi-
mately 21 million heating systems that are
currently in use throughout Germany are
running on outdated oil and gas boilers. A
heating pump causes about 10% of a house-
hold's annual electricity consumption and
therefore more than a refrigerator or freezer,
which are also in constant use. By using high-
efficiency heat circulation pumps, energy
savings of up to 80% (average: 30%) can be
achieved. The relevant legislative measures
have a strong impact on the market situation.
Since 2013, 95% of all previously available
uncontrolled heat circulation pumps can no

longer be sold on the market.

Legal regulations with similar objectives,
such as for specific applications in drinking
water supply and treatment, or in
wastewater disposal, are already underway
and will lead to significant energy savings in
coming years. The regulations differ for dif-

ferent types of drives. New regulations for

the allowable hydraulic efficiency of gland
pumps, for instance, will be coming into ef-
fect within the next two years. With glandless
pumps, there is a savings potential of 23 TWh
or EUR4billion in electricity costs and
11 million tonnes of CO2 in Europe. The sav-
ings potential is significantly higher (61 TWh
per annum) due to the widespread use of in-
efficient technology. The lower demand for
electric power would render 6 nuclear power

plants obsolete.

Positioning of building services as part of
the energy transition

Making buildings more energy-efficient is
one of the main objectives of building ser-
vices trends. As a result of urbanization, effi-
ciency measures amortize much faster given
that three quarters of all energy are con-
sumed in cities. Existing buildings account
for 40% of today's global energy consump-

tion, with industrial energy consumption



and transport accounting for only 32% and
28%, respectively. The lion's share of effi-
ciency gains in buildings must be sought in
heating systems, as about 75% of all heating
systems are not energy-efficient. Residents,
on the other hand, are increasingly looking
for comfort and safety in buildings. This ex-
plains the general trend in the demand for
energy-efficient and (supply) security tech-
nology as well as an interaction between dif-
ferent systems. Generally speaking, the more
intelligent a building (keyword: Smart Build-
ing), the sooner it can meet the above-men-
tioned requirements. From a building auto-
mation perspective, complexity increases
with functionality. In response to this com-
plexity, investments in IT infrastructures in
buildings are on the rise. Basic communica-
tion problems have meanwhile been re-
solved and the industry has reached consen-
sus on a number of standards for products,
actuators such as sensors, and systems. How-
ever, the question of how the various compo-
nents such as a pump network and the build-
ing control systems should interact is yet to
be addressed via technology, market require-

ments, and IP positions.

Wilo wants to be perceived as an innovative
systems partner for customized solutions in
water management projects, who develops
these solutions and implements them. As a
result, Wilo's value proposition goes far be-
yond supplying pumps as mere machines.
Wilo stands for innovation, reliability, and
systems expertise for everything related to
pumps. Its brand positioning is designed di-
rectly from the perspective of the customer's
requirements and the resulting tailor-made
solutions are based on partnership in order
to offer the customer straightforward pro-

cesses and high levels of predictability.

In two respects, so-called pump intelligence
plays a critical role in Wilo's brand position-
ing as well as the company's positioning
within the value chain of the industry: in
terms of Wilo's know-how and expertise re-
garding pumps on the one hand and in the
sense that the pump as such is supposed to
be a product that offers greatest possible in-

telligence on the other.

Wilo attaches great importance to the actual
product conveying its intelligence in this re-
spect, i.e. to the intelligence claim being com-
municated by the external design of the
product and to it being protected by IP. In its
high-efficiency pumps, Wilo implements the
highest standards of innovation, technology,
ergonomics, and design. They are regarded
as image bearers and are protected from imi-
tation, and in particular from plagiarism, by

a comprehensive portfolio of trademarks and



designs. There are design guides for the elec-
trical connection module, the user interface
containing the display unit (Companel), the
operating controls, the motor housing, the
nameplate holder, the hydraulic housing, the
insulation, and the use and application of the

company logo, to name but a few.

German
designs; 59

Fig.2: Overview of non-technological IP
rights at Wilo

Wilo attaches great importance to brand con-
sistency: from communication (awareness,
familiarity, consideration) to the fulfilment of
the brand promise at every touch point (pur-

chase, recommendation, preference).

To this end, comprehensive analyses of
Wilo's brand value proposition were con-
ducted based on market research in 20 coun-
tries with approximately 1,700 employees, 28
focus groups and customers in 7 countries, as
well as a customer satisfaction survey with

3,500 interviews in 21 countries worldwide.

The strategic value proposition was derived
from the outcomes of these analyses. The aim
was to align the Wilo brand with customers'
needs in order to create even more goodwill
and to achieve a clear differentiation within
the company's competitive environment as

well as continuous growth for Wilo.

The strategic value proposition is more than
just a marketing message or a campaign. It
defines how the brand should be perceived
by future customers and other stakeholders
(claim), it guides all employees to work to-
wards a common, defined goal, and it high-
lights unique characteristics intended to
make the brand stand out from its competi-

tion.

It has been found that, even in a technologi-
cal B2B environment, 70-90% of all decisions
are made emotionally. Rational arguments
are needed in order to justify the decision.
“But rational reasons justify emotional deci-
sions. We decide emotionally and justify our
decisions rationally.” (Dan Hill, neuromar-

keting expert)

Rational arguments for purchasing high-effi-
ciency pumps include: premium quality,
German engineering, technology, sustaina-
bility, high efficiency, and the range of solu-
tions available to the customer as a whole.
Emotional reasons include: ultimate comfort,
ease of use, proactiveness, activity, solution

orientation, and the general trustworthiness
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of solutions. The rational and emotional ar-
guments combined provide the perceived

customer benefit.
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Fig.3: Composition of Wilo's patent portfolio by technologies
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At the core of Wilo's differentiation strategy
is pump intelligence. From the perspective of
top management, the strategic focus of IP
was to be aligned in such a way that it would
support this differentiation strategy. As part
of new product development and the prod-
uct launches of two high-efficiency pumps
(Yonos and Stratos Maxo), a master IP strat-
egy was to be created and implemented to set

an example.

With Wilo traditionally being a technologi-
cally driven company, IP used to be primar-
ily considered a tool for protecting proprie-
tary inventions made within the scope of the
company's original development efforts. The
purpose of the actual IP strategy was to pro-
tect the company's own inventions and to
avoid any infringement of third-party IP
rights. With the appointment of the new
CTO, this passive-reactive strategy was
abandoned, and a proactive IP strategy
aimed at the market and the competitive en-
vironment was developed. In addition to the
company's brand positioning, the starting
point for this was its technological compe-
tence. An additional objective within the con-
text of the sub-projects for Yonos and Stratos
Maxo was to convey an understanding of
modern IP strategies to the members of the
project team. The Management Board at-
tached great importance to ensuring that the
central aspect of Wilo's future IP culture was

understood by project participants in order

to turn Wilo into a knowledge-based high-
technology business:

Intellectual property is not a by-product of
proprietary marketing, design, and develop-
ment work. It is rather to be understood as a
natural return on investment of the compa-
ny's own creative efforts, which directly pro-
vides a positive value contribution due to its
protective effect. The Management Board un-
derstood that, due to the complexity of the
products, intense competition, global value
chains, and the enormous challenges within
the industry, such a traditional view of IP no
longer provided the right answers for the fu-
ture.

Instead, the new CTO sees the purpose of
Wilo's IP efforts in creating the company's
own IP culture based on its services, prod-
ucts, and market position, and as a compe-
tence for the future. The central aspect in this
respect is that Wilo considers IP an inde-
pendent asset. This view has profound con-
sequences for the way in which Wilo oper-
ates. From a lifecycle point of view, this asset
must be created independently, it must have
an independent role in corporate strategy,
and it must be budgeted for from a manage-
rial perspective based on return on invest-
ment rather than from a mere cameralistic

perspective.

As a starting point, four distinct focus areas
were defined in order to establish the IP cul-
ture at Wilo. Subsequently, project objectives

were derived from these focus areas:



=  Focus I: IP culture — Definition of IP
objectives:

Prohibitive rights at Wilo used to be
registered at random and without spe-
cific targets in the past. IP manage-
ment was not an integral part of the
company's corporate culture outside
of the patent and development de-
partments. Only in individual cases
was IP included in corporate strategy
considerations, and in order to opti-
mize returns on investment.

= Focus II: IP as a competitive tool:

It is important to identify opportunities
for creating spheres of exclusivity
around innovative ideas in order to
design sustainable, legally defensible
unique selling propositions. The ex-
clusivity provided by IP must be used
in a targeted manner in shaping the
market and influencing customers'
decisions.

= Focus lll: Configuration of the IP
portfolio:

The IP portfolio must be constantly re-
viewed going forward and, if neces-
sary, adapted to changes in the busi-
ness model, the competitive situation,
and the value chain (e.g. in line with
Industry 4.0 developments). As is the
case with all other production factors,
Wilo must align its IP with its business
model in the most optimized way.

Focus IV: Value creation by means of IP:
The costs and benefits of IP are continuously
monitored, and the IP portfolio is adjusted
accordingly. This is to keep the costs of IP
within reasonable limits compared to the

benefits that can be achieved with it.

These focus areas were used as a starting
point in order to achieve a more precise defi-
nition of the project objectives. Management
was relying on the following aspects in order

to establish an IP culture at Wilo:

1. Demonstrating the potential contribu-
tion of IP to Wilo's business model.

2. Demonstrating how IP can strengthen
the market position based on the stra-
tegic value proposition of the Wilo
brand, and deriving Wilo's IP needs
from it.

3. Identifying the methodological basis
for a systematic coverage of the de-
mand for IP and designing the re-
quired IP.

4. Defining and supporting the imple-
mentation of the IP strategy from an
organizational point of view within the
scope of an integrated IP manage-
ment system, identifying and closing
any gaps in the system, and estab-
lishing a sustainable IP culture within
the company.

Under the leadership of Marc de Wolff, a
dedicated project was initiated in the Big Cir-
culators business segment in order to align IP
with the development of the Stratos Maxo.
Project members included Prof. Mehnert's
product designers, the marketing director,
the director of the patent department, prod-
uct and project managers, as well as IP strat-
egy consultants. The project was classified as
an A project and given top priority by the
Management Board in order to highlight the
importance of setting the course for a mod-

ern approach to IP management.
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The IP strategy was developed and imple-
mented as a vertical support function for all
Function Project Leaders (hydraulics, engine,
etc.) in line with the vertical functions of the
quality and systems architecture. This was to
ensure a continuous information flow to-

wards the IP strategy and from the IP strat-

egy to the project.

Based on the strategic value proposition, a 4P
concept was used in order to define the tasks
of IP for Wilo. The strategic value proposi-
tion forms the basis for the unique selling
proposition, which is communicated to the
relevant target groups within the scope of the
company's marketing efforts based on the
positioning of the brand (unique communi-
cation proposition). By means of IP, the
unique selling proposition becomes legally
defensible, is safeguarded in a sustainable
manner and helps to achieve premium prices

in the marketplace.

The 4P concept embeds the IP strategy in the
business model and defines its role within a
differentiation-based competitive environ-

ment. The next step was to implement the 4P

concept and develop a more precise defini-
tion of the positive contribution of IP to the

economic value added.

A more precise definition of the differenti-
ation approach — the contribution of IP
within the scope of Wilo's business model

Wilo's competitive strategy is based on dif-
ferentiation. The control variables of the IP
strategy must be aligned with the strategic
value proposition and, at the same time, be
implemented in the product. Four perfor-
mance indicators were identified, each of
which represents a range of customer bene-
fits.

1. Quality:

Reliability and service in a wide range
of applications are of great Im-
portance to Wilo. Many individual
characteristics and individual cus-
tomer benefits pay into the quality of
Wilo's products. These include a
smooth run, availability, durability,
and the coverage of many special
fields of application.

2. Energy efficiency:

As Wilo understands itself as a tech-
nology leader in the field of high-effi-
ciency pumps, energy efficiency, i.e.
the optimized balance of performance
and energy use, is of central im-
portance. This includes the character-
istics of automatic control, the sus-
tainability of the solutions for the cus-
tomer, and low operating costs result-
ing from low energy consumption.
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3. Ease of use:

Pumps are a “low involvement” prod-
uct which customers expect to be as
easy as possible to use. From the
customer's perspective, this ease of
use should span the entire lifecycle of
the pump, from installation and com-
missioning through to continuous
control and simple replacement.

4. Surprise element— an inspiring
user experience (“joy of use”):

The brand promise of “Caring every
day to make your life easier’ also
means that Wilo wants customers to
be excited about the product and its
incorporated intelligence, which was
designed to make their lives easier.
These elements include the human-
machine interface, the design, the
prevention of operating errors, and
the high level of systems integration.

The unifying feature behind these perfor-
mance indicators is pump intelligence. Intel-
ligence, is in this context, means that the
product is reliable, efficient, and designed in
such a way that ease of use is guaranteed. A
product creates enthusiasm if it is so intelli-
gent that it takes the customer by surprise.
The task of IP with respect to these perfor-
mance indicators is to achieve greatest possi-

ble exclusivity in the customer's perception.

It should be noted, in this respect, that Wilo
is facing a highly complex decision-making
structure for its products. Among others,
Wilo pumps are installed in the products of
other companies without the end user being
aware of their existence. For strategic rea-

sons, no “reach-through” mechanism (as

known from “Intel Inside”, for example) can
be implemented in these cases. Taking the
decision-making and benefit structure along
the product lifecycle as a starting point, a dis-
tinction must be made between the planning
phase, installation, operation, replacement
and updates, upgrades and maintenance.
Decision-makers and influencers include
wholesalers, facility managers, planners, in-
vestors, installers, and end customers or us-
ers. It is important, in this respect, to define a
value proposition that is as clear as possible,
is perceived positively by different decision-
makers and influencers, and communicates a
sufficiently great individual benefit. Provid-
ing more exclusive benefits to the customer
by means of IP and creating a unique com-
munication proposition therefore serves to
influence decision-makers in favour of Wilo's

products.

Along these IP-strategic reference variables,
Wilo subsequently had to scrutinize its exist-

ing IP within the competitive environment
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for high-efficiency pumps and determine its

IP needs on the basis of this analysis.

The following questions were dealt with in
order to characterize the demand for IP as a

competitive tool for high-efficiency pumps.

How important is it for Wilo to ensure re-
turns on innovation by means of IP?
With Wilo being a company which relies
heavily on R&D and claims to be a technol-
ogy and innovation leader who generates
unique customer benefits, the amortization
of its R&D expenditure by means of returns
on innovation is a critical success factor. The
customers' willingness to pay must be fully
leveraged. To this end, IP can be used in or-
der to achieve legally defensible and sustain-
able exclusivity in terms of customer bene-
fits.

Does the market offer customers a choice
between Wilo's product and service offers
and those of the competition?

In the field of high-efficiency pumps, Wilo
competes on the basis of differentiation. The
key competitors are Grundfos, KSB, abs, ITT,
and Flowserve. In communicating the bene-
fits of their products, competitors strongly
rely on the features of “innovation”, “sus-
tainability” and “efficiency”. Special features
provided by Wilo, such as “quality”, “sim-
plicity” and “joy of use” provide a benefit-
oriented differentiation potential and can be

rendered exclusive by means of IP.

Does success largely depend on achiev-
ing a premium price with the customer?
Wilo is positioned as a premium supplier of
high-technology products. Therefore, Wilo
relies on enforcing its prices in a highly com-
petitive environment with a very complex
decision-maker and influencer structure. IP-
based exclusivity claims related to customer
benefits are used in order to achieve a pre-
mium price, maintain margins, and ensure
business success.

Does Wilo use a customer benefit propo-
sition in order to sell its own products and
services?

The strategic value proposition of Wilo is de-
fined on the basis of the customer benefit.
Pump intelligence is not an end in itself, but
serves the direct purpose of allowing cus-
tomers to use the product better. The claim
“Caring every day to make your life easier”
is based on an understanding of the customer
benefit and carries the central brand mes-
sage. Making the fulfilment of this claim ex-

clusive can lead to sustainable brand loyalty.

Does the competition also use customer
benefit and/or price propositions?

Despite different proposition patterns
among competitors, the range of individual
propositions is similar. Wilo can achieve a
unique selling point by shifting towards al-
ternative propositions. Selecting the right
performance indicators for the IP strategy in

order to be able to communicate exclusive



customer benefits to decision-makers and in-
fluencers is therefore of crucial importance

for the economic success of IP.

In summary, Wilo's need for IP is based on
achieving greatest possible exclusivity along
those performance indicators which are ori-
ented at customer benefits. The brand can
convey this exclusivity to the target groups
and leverage their willingness to pay. Once
the requirements had been identified and
precisely defined, the organization had to be
enabled to meet these requirements in each
individual project and to develop the general
ability to design synthetic inventions in order
to achieve exclusivity in the eyes of the cus-

tomer.

Following discussions of the IP strategy and
the resulting need for IP with top manage-
ment, a decision was reached to set an exam-
ple by deploying and systematically imple-
menting the strategy.

The deployment took place in five consecu-

tive steps:
Step 1:

Incorporation of the company's market in-
telligence into its IP design.

The conventional IP activities of preventing
risks by creating freedom to operate and sup-
pressing imitations were complemented by

strategic prohibition. The suppression of im-

approach: Cost

approach: Increase
of market share

itations takes a proprietary technological so-

lution for a technical problem as a starting

Economic
approach
Premium prices

Economic

avoidance

> 1P 3. Strategic
— prohibition
A P Marketing
-l and Product ]

Management

» IP and R&D

Economic Modern |P-strategies
integrate marketing and

product management

point and suppresses the imitation of that so-
lution by means of IP. If appropriate, addi-
tional patent applications relating to alterna-
tives to the technological solution (so-called
workarounds) may be filed. Strategic prohi-
bition based on market intelligence takes the
customer benefit as a starting point. Strategic
prohibition is not necessarily based on a tech-
nological solution, but rather on the compa-
ny's intention to offer an exclusive customer
benefit. The prohibitive effect of future pa-
tents will then be based on the inability of the
competition to offer the same customer ben-
efit. An integration of R&D, product manage-
ment, and marketing within multidiscipli-
nary teams is necessary in order to define the
exact exclusive customer benefit and to iden-
tify the precise technological means of

achieving it.



Step 2:
Adjustment of the IP process

In order to design the desired prohibitive
rights in line with the customer benefit, Wilo
had to adjust its IP process. From the patent
department's point of view, the IP process
traditionally begins with the submission of

an invention report. This invention report is

NEW: Exclusive
customer benefit
as input

IPStra{egy +
] ‘éynthetic invention

New mindset:
‘,—

the product of the cognitive process of the in-
ventor who made the invention. The starting
point of the traditional IP process is therefore

the invention.

In IP design, the starting point of the IP pro-
cess is not the invention report, but rather an
assessment of the customer's needs as de-

scribed above.

Sphere of
exlusiveness

Patenting

b

F

Sphere of
exclusiveness for
customer benefit

The economic goal defines the need for prohibitive rights

That needs assessment assumes that the com-
pany is able to offer a unique selling proposi-
tion related to a customer benefit. IP creates
a legally protectable sphere of exclusivity
around this unique selling proposition, i.e.
the strategic value proposition, in order to
provide sustainable protection against the
competition. Upon clarification of the re-
quirements, the desired prohibitive right is

designed by means of synthetic invention.

This approach requires an inverse way of
thinking compared to the traditional IP pro-
cess. IP design is the product of the desired
result and determines the prohibitive claims,
whereas the traditional IP process starts with
an invention and seeks to protect the result-

ing patent claims for the future.



Step 3:

Designing of prohibitive rights along the
customer benefits of Wilo's propositions
by means of synthetic invention.

With synthetic inventions, all legal efforts are
focused on an area in which there are no
readily available proprietary R&D results
yet. Patents designed in this way can there-
fore no longer be derived as a “by-product”
from ongoing F&E efforts, but are deliber-
ately created assets. This is why we speak of
a synthetic invention process in this respect.
Using tools from product design, technical
deliberations are put into terms which are so

concrete that they represent an improvement

over the prior art.

v

Application scenario:
Commissioning of the pump

= User Journey

= Cognitive
Walkthrough

* Technical system
description

Activities
Surroundings
Interactions
Objects
Users

Concretization
of customer
benefits

Intelligence of
the pump

The approach itself relies on the usual tools
for systematic inventions (also known as “in-
vention on demand”). The starting point is
crucial in this respect. As shown in the figure
below, a reference variable such as “ease of
use” is used in order to compare the neces-
sary technological system elements and gain
clarity on how to implement them from a
technological point of view. The intention to
offer an exclusive customer benefit results
ina search for all possible solutions which
could provide that customer benefit. It is par-
ticularly important, in this respect, to look for
inventive solutions, which offer opportuni-
ties beyond their in-house implementation,
and are of competitive relevance. Various in-
vention methods are available for the actual

inventive step. In essence, an objection is

Ease of use

System components

Example task invention:
Automatic commissioning
"pump as an app"

type, description of
the solution space

Choice of patent J
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drafted in order to characterize the inventive
task in such a way that it fulfils two generally
contradictory claims. The outcome of this
process is an overview of possible solutions
to the technical problem, which must then be

compared against the prior art.

Step 4: Wilo is in a position to design pro-
hibitive rights at the very early and the
very late stages of the innovation process
Wilo plans the development of its products
and services long before the start of the actual
development activities. The competition of-
ten works on solutions which offer a similar
benefit in the eyes of the customer and/or
communicate a similar value proposition to

the customer in close temporal proximity.

The field of high-efficiency pumps has be-
come so competitive that patents from within
the industry can, at times, impede the imple-
mentation of proprietary ideas. To systemat-
ically prevent this, Wilo begins with its pa-
tent work in the early conceptual phases of
the innovation process in order to secure

comprehensive spheres of exclusivity.

Likewise, existing exclusivity positions are
reviewed against developments in the mar-
ket and, if necessary, the company's own IP
portfolio is complemented by additional pro-
hibitive rights. Both the very early and the
very late registration of intellectual property
rights requires specific expertise in IP design,
which Wilo is gradually developing within

its project teams.

Step 5: Use of response data in order to
continuously improve the IP design

IP controlling provides Wilo with transpar-
ency over the company's achievement of its
objectives and enables active portfolio con-
trol. IP controlling establishes a connection
between market success and the IP portfolio,
thus providing relevant and interpretable in-

formation.

The formulation of concrete objectives as part
of the IP strategy and the prioritization of
specific areas of exclusivity leads to an IP
portfolio structure which is aligned with cus-
tomer benefits. This ensures that the required
resources are used in meaningful ways. The
formulation of concrete objectives and the
monitoring of goal achievement leads to a
targeted integration of IP into the business
model and therefore the maximisation of its

beneficial effect.

A continuous monitoring of IP-related costs
and benefits, their documentation, and their
analysis permits Wilo to design/optimize the
IP portfolio and the necessary budgets in a
targeted manner based on effectiveness crite-

ria.



The development of an IP culture is an important competitive factor for Wilo. In an industry in
which complex high technology is used in order to generate the greatest possible customer benefit
with intelligent products, the targeted use of intellectual property offers a competitive advantage
that cannot be overestimated. The main priority of Wilo's top management is to achieve a com-
pany-wide culture of thinking in IP-based exclusivities along the entire innovation process and
among all process stakeholders. The combination of a unique selling proposition which leads to
customer benefits, which, in turn, are protected by legally enforceable IP, leads to price penetra-
tion, and sustainable margins in a highly competitive market environment and a customer-centric
IP design. This expertise enhances the competitiveness and efficiency of Wilo — a key success fac-

tor in an increasingly knowledge-based industry.

Contact
Alexander Wurzer
Alexander.Wurzer@ceipi.edu



What is the MIPLM?

marks a new era as our economies increasingly rely on knowledge-based

production processes and services. Consequently, the institutions responsible for education and
research in the field of intellectual property law in Europe must provide appropriate training for
staff from the respective professional environments to acquire or reinforce their ability to initiate,
control, protect, exploit and increase the value of intangible assets. The knowledge-based econ-
omy integrates research and development activities, innovation, industrialization and the mar-
keting of products and services including intangible assets and completely revolutionizes enter-
prise management. It creates new professions specialized in dealing with intangible assets: this
branch of law attracts consultants and intellectual property experts from among managers, jurists
and lawyers. Indeed, every innovation process generated by new economic activities assumes the
intervention of the law, the installation of tools and structures for developing or planning in order
to control the intangible assets and to optimize their valorization. It has therefore been the duty
of CEIPL, University of Strasbourg, as a leading center for Intellectual Property Studies in Europe,
to propose a master program on "IP Law and Management" (MIPLM) since 2005, which comple-
ments the existing training course for engineers, scientists
and lawyers. This "European" master program features a
continuous training scheme aimed at experts in the field
of intellectual property. It provides a genuine education

program based on an investigation carried outinlargeen- = |l * < IP LAWAND

- MANAGEMENT
i el

.

terprises in Europe. The teaching staff comprises academ-
ics and experts from various countries, renowned for their

work and competence in dealing with the impact of intel-

lectual property on the policy of enterprises.

M. Yann Basire
Director General of CEIPI



has become a crucial factor and driving force in the knowledge-

based economy. The economic development and the competitiveness of companies increasingly
depend on the generation and exploitation of knowledge. Intellectual property can convert in-
vestment in corporate knowledge creation into economic benefits. Thus IP-based appropriation
strategies form the basis for creating wealth and competitive advantages for companies from their
R&D and innovation activities. The development and implementation of sustainable strategies for
IP exploitation require a concerted integration of the disciplines involved in order to achieve an
interdisciplinary perspective on IP. In a knowledge-based economy, companies can only achieve
a competitive edge by combining the economic, legal and technological sciences. IP management
within such a holistic approach provides optimized appropriation strategies and thus essentially
contributes to the creation of wealth within a company. Accordingly, IP management needs
skilled managers who can combine the economics of intangible assets in an intellectualized envi-
ronment with multidisciplinary knowledge in order to maximize the benefits of IP. A new type of
competencies, skills and underlying knowledge enters the arena of management and manage-
ment education. The increasing impact of intellectualized wealth creation by investment in
knowledge, R&D and innovation followed by its exploitation and IP-based appropriation calls for
seminal new education concepts. The CEIPI program "Master of IP Law and Management" offers
such a new type of management education. It follows an in- .
trinsically multidisciplinary approach to meet the challenges \\r -

and requirements of the knowledge-based economy. This

master program combines legal, economic and management i
sciences and includes lectures from leading scholars in the

field of IP law and management. Its ultimate objective is to E :
qualify experienced IP professionals for acting as practically-
skilled IP managers with a sound knowledge of the principles

, -
of wealth creation in our knowledge-based economy. %2 e

Alexander J. Wurzer
Director of Studies, CEIPI | Adjunct Professor
Director of the Steinbeis Transfer Institute Intellectual Property Management



Intellectual property and economics in the present context

are two disciplines that exist in parallel.

Experts are found in each discipline, but with a lack of mutual understanding and training. Both
"worlds" are nowadays bridged by experts, called IP managers, who link both disciplines through
knowledge and experience. The CEIPI studies pursue a holistic approach and engage experts for
the developing market of an IP economy. They are experts for basic economic management pro-
cesses with specific assets. Management is understood in the broad sense of an overall company

management and accordingly divided into six general functions:

= 1. Strategy

. Decision

. Implementation

2
3

= 4. Organization
5. Leadership
6

. Business Development

On the basis of this differentiation skills should be allocated to management functions, and rele-
vant knowledge to the functions and skills. The teaching concept focuses on both areas, skills and

knowledge, as relevant to business with intellectual property.

Skills can be allocated to the specific management functions as relevant to the practical work
within IP management. The skills are thus determined by the daily challenges and tasks an IP

manager encounters.

For example, the "Decision" function includes skills such as "valuation and portfolio analysis tech-
niques", and "Organization" as a function requires skills to manage IP exploitation and licensing
including economic aspects as well as contractual design and international trade regulations with

IP assets.

Special knowledge of economy and law is required in order to implement and deploy these skills
in business. This includes knowledge of economic basics such as function of markets and internal
and external influence factors. Additional management knowledge is also included such as value-

added and value-chain concepts.

The legal knowledge includes contractual and competition law, and special attention will be paid
to European and international IP and trade law, e. g. litigation, licensing, dispute resolution. Fol-
lowing this concept, IP law and management can be combined in clusters formed of specific skills

and knowledge defined within each management function.



The lectures have a high international standard; the lecturers possess a high reputation and long

experience in the teaching subject with academic and practical backgrounds.

The top-level experts come from the fields of law, economics and technology. The experts and the
students work closely together during the seminar periods. Exchange of experience and, as a con-

sequence, networking are common follow-ups.

This European master’s program was designed especially

for European patent attorneys, laywers and other experienced IP professionals.

Its ultimate objective is to qualify experienced IP professionals to act as IP managers with the
practical skills and knowledge to deal with the new challenges of wealth creation and profit gen-
eration. Participants acquire first and foremost a new understanding of how intellectual property
works in business models and are conveyed the necessary
skills to achieve the systematic alighment of IP manage-

ment and business objectives.

The course provides an international networking platform
for IP managers and in addition enables participants to
build long-lasting relationships and to further develop rel-
evant topics within the field of IP management. Being part

of this international alumni network also offers new job

opportunities and publication possibilities.
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