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OEM/ODM model is one of the most active business models in many industries in
Taiwan, and is the creator of numerous economic miracles in electronics, textile, and
apparel industries. Starting in 1960, the OEM/ODM model started in Taiwan as
branches of foreign companies, which initiated the manufacturing capability at
material/component level. Along with the continuous evolution of the capability,
whole-product makers gradually take the major place and migrate from pure
technology takers to technology and intellectual properties provider. However, as
OEM/ODM makers upgrade from Contract Manufacturing (CM) to ODM, the benefit
structure doesn’t really change, and OEM/ODM makers still suffer from fierce
competitions and rapid profit erosion. OBM seems to be the ultimate choice of
OEM/ODM manufacturers, yet the challenge and efforts taken seems to be an
unknown issue for most of the involvers. This study found through four study cases,
including San Fang Chemical industry, Taiwan PaiHo, HTC and Sonicare, that
developing new technology, such as HTC’s first Windows smart phone, and
Sonicare’s first lateral vibrating brushes, is the pivotal step in establishing a successful
brand.

8 4t 5

OEM ( OEM, Original Equipment Manufacture) -~ ODM(Original Design
Manufacture) ~ OBM(Own Brand Manufacture) ~ &3 Wv% ~ A Ep 2 ~ & 71
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Sl gk Wal-Mart % 2 RV ens AR se P oo $F 5 R %
ST G A L Sony R & P AUFEASNFREF o A HICH
B e FLpy 4 > HA@mud . OBM # B4 (2006 #) > £
Am s /Ep 4=+ HTC Innovation 4 » B~i84p 5 7 kB r 2R {8 » £ %
logo &g w3t 484 b » :xde HTC o P e S 2 d (23R)# * HTC v 52 &M - (84
PIFZRRES- AR B PFHRERES - B FFRamg) RL 2P 6 R
HTC ¢ 52 i > % i fenp %14 NOKIA = slogan % " Nokia connects

people. ; ~ TAlH 4 KA A o

FlIFTR D HTC > 7 — = £ e HTC » &9 ¢ Jcik 9 = e HTC » £ 1| ¢
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z ~ SONICARE

Sonicare thF # 7 fli¢ * AZF B @ ERGE iR E 4 o0 ik
LRSI % 7 % 2. ¥ #z o Sonicare 7 M“,f TR EE AR > T T kR 2t
¥ o g A ERde MR Bt T K (inductive charging) - @ 77 & L T

P L E

PHILIPS 7 |
sonicare f

B %-5PHILIPS SONICARE # &

% %-4Sonicare HF B ¢ B X & B
1987 | David Giuliani ¥ &+ #:# David Engel 2 Roy Martin == == GEMTech {7

B RT ALY AT R B HpE > ¥4 1992 & ¥ (7 % — 2 Sonicare
7 R
1995 | GEMTech= 7+ 1995 # { % % Optiva Corporation** » Optivasit ek

RRAAE - AP S EART A ES o A5 3 &y 4 el

6 > Giulianiz2 # s A FRES PRI T FEn s L FHH

B o 43

*2 http://en.wikipedia.org/wiki/Sonicare (checked 2008/07/30)

*3 http://www.sonicare.com/discover/sonicare_story/our_story.asp (checked 2008/07/30)
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1995 # Optivaiy # Teledyne Inc. (£ #SenSonic 7 % % %)% {11 %

By ERT M RS AP ERA B W oz o ®

1996 | W15 = & 7 &2 charger base 7 /& T &7 hh 'k Flm recall o § pFe &
IAziE 507 L TR o

1999 | Gillette ¥+ Optiva Corporationz#- i ¥ dﬂz » F] 5 Optivaie & 4 ¢ 7§
Oral-B &7 7 F B¥ it Ryp 2 2 41§ 9 %2 7 42> & Optivazn
Sonicare 't Oral-Ben & & { F »c® § % 2 - & f& Optiva | gz 2.5
Million* = % gt » { # & B % 72 % Goldberg Moser Oneil » <% & 2
R0

2000 | Optivad Philips Electronicsp-# » i { % % Philips Oral Healthcare™ - %
BEN2002EF (X5 -2 P AT HT RS HikF K5 30.6%

AR TR HET 5 64% -

2003 | /& Sonicare 3£ &~ Mourad #x#:= = Ultreo. ¥ - &7 & 7 f| o d
AR & 17 s kK E+ Sonicare 73 A B ~#& 2 Ultreo - @ Ultreo =
wERAE L FHE Y o (Tech Transfer)f g = % chffl 5 o 2 o

2004 | & & 6 7 ke & gy 7Philips Electronics#? Procter & Gambleif = &

o & (T 3h3% o Philipsk R @ * Crest#r2k - #7417 F &R B » Ufe s 7

EESIES & R

* http://findarticles.com/p/articles/mi_mOEIN/is_1995_ April_10/ai_16803562?tag=rel.res4
(checked 2008/07/30)

“ Optiva Corp. v. Teledyne Industries (USDC, WD. Wa.).
http://www.klgates.com/professionals/detail.aspx?professional=3594 (checked 2008/07/30)
“Gillette +7 Procter & Gamble & [ Braun V=" ’F[J » [ Braun % Oral-B j/i]iﬁ?{
*"http://findarticles.com/p/articles/mi_mOEIN/is_1999 April_16/ai_54400400?tag=content;coll
(checked 2008/07/30)

8 http://www.allbusiness.com/marketing-advertising/4186261-1.html (checked 2008/07/29)
*9 http://findarticles.com/p/articles/mi_hb3007/is_200010/ai_n7663236?tag=content;coll
(checked 2008/07/30) & http://en.wikipedia.org/wiki/Sonicare (checked 2008/07/30)

% http://www.allbusiness.com/electronics/electronics-overview/5676193-1.html (checked

2008/07/30)
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(— )Sonicare % A B3k 8 41 8 F09 17 4 Kok

2000 # 4% Philips Electronics i » 5 %5 S d kaddp w3 F & 5
» F]¢4 Philips & & #- Sonicare &4 i @ 0 g

s v

Z % Philips Sonicare Oral

Healthcare - # % 2007 # > Sonicare :# f 2 & 7 b» +F 5 - » H A 2 W3
HF-ibF X P AL 40% o

BAPA e ILE Y Lo Sonicare ¥t A SRR F L& DRR LR

F77b > Sonicare IrPRFE & TR E B F D RIRE R WA FRBRERE 7 € 5

¥ o A S&ET R K Sonicare #7F ~1
TRp £%H L W3 (OEM) 3 ® 37 (ODM)3r 2 7

# v g Sonicare I F g ¥

Rl

Wi ISO 33 » MRFA & &

FoRb AR Fea ks S0 E -

ET- BEFTPEDF G EFN ) {8 F L]l o Sonicare %
BLE T B HPRGEE > TR FH DR R PR E
S b REASCAFRE I OSTT 0 S RAESRE YT ok o

Sonicare # * Net Promoter Score (NPS)indicator % &z i % ﬁ ¥+ Sonicare 7. #

TRIPBRAFYL & FREOAFERTET MAES S ZTEY P Sl P
.

4ok 2o B S R 0 Sonicare e g ‘ﬁiuxr L2 IR AR S

ASEe i WG Ee > BEE LRt 3 A E- B F % A

FERF F]/I%.E,’n%ﬁ‘wﬂ \.ﬁﬁi ?Q#F“bh’ma.—*ﬁ’mﬁﬁgp‘.

* http://www.allbusiness.com/chemicals/specialty-chemicals-industry/5224196-1.html
(checked 2008/07/30)
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EoGRPFEFAHFTRALGEL > A AAMET o Sony A A KR

B S edp BT E 0 H O E & s] Hi(distinctive technology) s & 1Y g

W3 ot i Sonicare &2 p A Sony eniviARy 0 H EA T EAELA M
B REBEAMOR BN S EEF RJIE S SR EARFLEE S ST E SR D

KFEOHEEDRFEFAATEL PRy A RRELT SRR -
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P PR~ TR © LR Apstan mgld > JT MR PR LT

R AR R LR R LR E RIS Y IR R

AhAFP b ek~ AR LA BT R BAE R NT R

L ﬂt“ﬁ&@ﬁﬁ\i,} » OEMODMA: s ¢ #AI W B p 7 &9 -

7

RHEPhilip Kotlerfkc4s Meh s 5 » o r 2B > oy g £ R

+

) #i{i}.;ﬁ%\;ﬂ’%—%.u:‘v)’&ﬂ};i ’)i\.}%*»’,}i *

O FESESME S WA RS P AP B

LG

O T & L L ) MK Y doie R A S K S KA
WEMRTE J F H WL 5 MAEPR .

% 5

® BEHAIT LAEAL B LR LA 0P PRk SMEF S
© TSV T4 L o 2

f}‘”& r'r"l BL 5_:

@ vif hoim Ty N eh i E vE?

Kotler, P. & Pfoertsch, W. 2006. B2B Brand Management. Berlin: Springer
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I SRR R
fPARI T ERADAPIEN 41 F - LERP PSP LF
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BAF RSN WY L R BT o Bl o 0 mERE Y F
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L L B o S R R e 2 5 TP 2
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F 2 ek R F B A S - BB L 2 S 13 5
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R D AR R B BRI PURE AP B la 4 o AR
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R RELF DTSR
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® Porter, M. E. 1980. Competitive Strategy: Techniques for Analyzing Industries and

Competitors. New York: The Free Press
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> Kotler, P. & Pfoertsch, W. 2006. B2B Brand Management. Berlin: Springer
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*% Kotler, P. & Pfoertsch, W. 2006. B2B Brand Management. Berlin: Springer
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My Starting Point

_____ _ Building Blocks

__4_ Strength to Achieve

B2C Branding Image/
Brand Strategy & Value-added
-Where are you Marketing Mix
now? :>
-What matters?
-Whatyouneedto __________________‘—/—/—@™/-_4 |\ __ I o
achieve? . ]
-What kind of B2B | | B2B 1 Trust, Confidence
challenge upfront? SiEl : Brand i & Comfort in the
] : |:> Corporate Buying
: ] Process
L
________________________________ oo L ____._
ODM E_CSE)II/I_E i_(__)I_DK/I_E Value Advantage Design Capability
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| 1 1 1
| 1 1 1
1 1 1 1
: - i Value Chain
i Do : Superiority
SRR [ e g S S I
r——=--= 1 1
OEM |! OEM ; | = : Operation Quality Cost
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: 1 1 1
i 1 1 1
[ L____}
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Electronics Operation Volume Industrial | Wireless Global Consumer Global
Hardware System S/W | Manufac- Design Design Service & Market Channel
Design Design turing & Support Knowledge 5
Starting Y] \Y, Y]
Point
OEM/ODM | PDA OEM , , , v
ODM Channel ! ! ! ! v \% v
Brand | | | ! . . .
Smartphone l ! ! : ! ! |
ODM | | | | | | |
T T T T T T
OBM OBM: v v v + v v v \
Smartphone

® Wernerfelt, Birger , 1984. A Resource-based View of the Firm, Strategic Management
Journal, Vol. 5, 171-180, John Wiley & Sons
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1. Optivia was funded in part by NIH grants and licensed technology from UW.
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commercial SONICARE toothbrush. If a company would like to license

technology from outside party, particularly from universities, what is the advice?

Most Universities in the US and many worldwide have excellent Technology
Transfer offices that act as liaison for IP on behalf of the Universities. The
Technology Transfer offices often have experienced legal and licensing staff and
industry liaison staff who are the key link to external companies. The University
Technology Transfer offices often have benchmark information that can help set the
parameters of reasonable ‘licensing’ considerations (i.e. royalty rates, equity
positions). In turn it is advisable that the external company secure appropriately
experienced ‘licensing’ staff or consultants to help ensure that licensing is an
equitable arrangement for both sides. Even before this is appropriate that an external
company secure IP advice to help understand the ‘scope’ and limitations of any
University patent claims and any competing IP that might also be a factor in
commercializing a technology. Consideration needs to be taken with respect to any
continuing requirement on the part of University personnel in support of a license.
Generally University inventions are not targeted precisely with a commercial product
execution in mind, so caution must be taken in assigning value to University IP in
situations where significant other adjacent IP might be necessary (and also licensed)

to enable the University IP to be realized in a commercial product.

There is a great deal of risk in a company licensing technology from an
“outside party” (not a University). Full IP due diligence should be conducted by IP
legal counsel to determine the “validity’ of patent claims (to be licensed). This can be

an extensive and expensive exercise but is the only way to assure that the correct
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‘value’ is assigned to the IP (to be licensed), and that the risk, of any potential
infringement

of similar IP, is mitigated.

It is even more risky to license patents applications prior to issuance of

granted patent claims

2. The dispute with Gillette in 1999 and merger by Philips in 2000, what is the
major strategy change in promoting and shaping the brand “Sonicare”? What is

the core value to deliver to the end customers?

Not sure what the context of the Gillette dispute has with respect to your brand

question here?

The core value, provided by Sonicare, is clinical benefit, improved and

sustained oral and overall health.

Promoting Sonicare and ‘shaping’ the brand has been consistent since Optiva
started and has carried through the Philips acquisition until today. Sonicare is now
supported by more than 50 clinical trials, which quantify the clinical relevance and
efficacy of the Sonicare toothbrush and as compared to competitive toothbrushes.
Clinically, Sonicare outperforms the directly competitive Braun Triumph product,
which relies upon alternative (not Sonic) so-called “rotating-oscillating” technology.
It is this clinical relevance that is recognized by Dentists, and as a consequence

Dentists endorse Sonicare. More than 60% of all Sonicare toothbrushes are

sold because of a dentist recommending a Sonicare to a patient/consumer.
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Perhaps just as important as the Dentist endorsement and clinical support,
Sonicare users enjoy a unique “Experience” when using Sonicare. This “Experience”
is hard to quantify but results in a key attribute in oral care “compliance”. Sonicare
users are very compliant in using their toothbrush and for the recommended 2 minutes
brushing time. This ‘Compliance” has been validated in separate clinical trials and
results in additional Dentist endorsement and in our ability to promote Sonicare, and
results in a high consumer to consumer recommendation of Sonicare. Philips uses a
key performance indicator called “Net Promoter Score” which compares how well
consumers actively recommend products to each other. Sonicare has a very high Net

promoter score.

More recently the Sonicare product and ‘brand’ has been further shaped to fit
the Philips brand promise of ‘Sense and Simplicity’ which has three pillars:

“Advanced Technology”; “Designed Around You”; “Experience”

3. Sonicare dominates the major market in the powered toothbrush category
since 2001. It spent less than 10 years (since 1992) to accomplish such a
significant milestone. What were the most important lessons learned in
penetrating a market with many strong players such as Braun or Oral-B, does
Sonicare ever confront any serious frustration in the brand introduction? How

to solve it?

The power toothbrush market is its segmented:
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1. Battery or rechargeable brushes like Crest Spin Brush which sell for $20 or
less. (low-end)
2. Rechargeable brushes like Sonicare and Oral B Triumph which sell for $50-

200. (high-end)

There is essentially no mid-range ($20-50) category.

Oral-B and Braun and P&G are all one company

The only other important global player in the high-end segment is Matsushita
(Panasonic) which carries the brand National Doltz and is sold essentially only in

Asia

These segments are differentiated primary by clinical relevance of the
products, and the extent of Dental Professional support for the products (amongst

other things, such as advanced technology industrial design, quality of product)

From the inception of the company Optiva (and now Philips) took a different
approach than Braun/Oral-B, that of forming a significant relationship with dentists.
Braun/Oral-B (and now P&G) has a primary focus at retail. At the beginning of the
company Optiva sold products ONLY through the dentist. In this way Optiva was
able to get the key initial brand recognition for SONICARE and endorsement with
dentists who have a huge influence in what consumers purchase for oral care and

which ultimately carried through to retail.
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With its established extremely high clinical relevance, any potential new entry
in this high-end category would only attract attention if a step change in clinical
relevance was made available or some other completely different clinical benefit

currently not available

There is little, if any, brand ‘frustration’ for Sonicare. Perhaps you could

explain your question a little more?

You may be aware that the other major (>$1Billion) global Oral Care players
(J&J, GSK, Colgate, Unilever) do not have a high-end toothbrush competitive to

Sonicare.

4. Recently, the Ultreo, a new company which also provides similar products and
follows a similar path as Optiva took early in its startup. How does Sonicare face
this challenge? What is the strategy to give customers a distinguished and

superior image comparing to the new competitor?

We welcome competition, because it results in an overall expansion of the

category/segment

Sonicare has demonstrated clinically that Ultreo does not provide equivalent
‘cleaning’ benefit to consumers, as compared to a Sonicare brush. Dentists and

consumers understand this clinical differentiation.

Ultreo is an unknown brand, it is not sponsored or owned by J&J, GSK,

Unilever, Colgate etc, so it must rely on a cost/clinical benefit to consumers. This is
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an uphill battle unless there is clear clinical and cost benefit differentiation vs.
Sonicare and Oral-B Triumph. Even when Oral-B launched Sonic Complete in 2005,
a “copycat” of the Sonicare toothbrush it did not do well in the market. It is not
obvious that a “me-too” (“similar product”) strategy will work in the high-end

toothbrush segment.

5. Sonicare was recognized by professional groups, dentists, much earlier than
the general public. Was that part of your promoting strategy? How does
Sonicare compare that with the other strategy which reaches end customer
directly? What does Sonicare current strategy emphasize more? What is your

current target market, Professional groups or end customers?

See answers above

6. In 1995, Optivia had a patent dispute with Teledyne Inc. It was soon settled.
What lesson Sonicare learned about IPR protection in that regards? Does

Sonicare IPR protection strategy change since then? What was the major change?

Optiva (and now Philips) has enjoyed an exclusionary patent position with the
Sonicare toothbrush. These patent claims exclude others from copying the unique
‘motion’ of the Sonicare brush. It is the motion of the Sonicare toothbrush that largely

contributes to its clinical and experiential attributes.

I don’t think there were necessarily any lessons learned with respect to
Teledyne that were not already known and there was no impact on the Sonicare IPR

strategy.
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Sonicare IPR protection has continued to build and today the portfolio consists
of approximately 100 patent families. As with most IP it is not necessarily the size of
the portfolio that matters, rather the quality of individual claims, the exclusionary
position that any one claim provides vs competitor technology, and differentiation

with respect to prior art.
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2007 | 2006 | Brand Country of Sector 2007 Brand Change in
Origin Value ($m) Brand
Rank | Rank Value
1 1 United States Beverages 65,324 -3%
2 2 United States Computer 58,709 3%
Software
3 3 United States Computer Services | 57,090 2%
4 4 United States Diversified 51,569 5%
5 6 Finland Consumer 33,696 12%
NOKIA Electronics
6 7 Japan Automotive 32,070 15%
& TOYOTA
7 5 - ') United States Computer 30,954 -4%
(! ntel Hardware
8 9 -("-{ 1 United States Restaurants 29,398 7%
9 8 ‘%o United States Media 29,210 5%
10 10 @ Germany Automotive 23,568 8%
Billeroeddes; Bens
11 11 cf'l't\ United States Financial Services 23,442 9%
12 13 ﬁ United States Computer 22,197 9%
F Hardware
13 15 Germany Automotive 21,612 10%
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14 12 “] United States Tobacco 21,282 0%
Marlboro
15 14 ﬂ United States Financial Services | 20,827 6%
16 16 0 . United States Personal Care 20,415 4%
17 17 E France Luxury 20,321 15%
18 18 'l | I |||I United States Computer Services | 19,099 9%
CISCO.
19 19 (0 Japan Automotive 17,998 6%
HONDA
20 24 } United States Internet Services 17,837 44%
Google
21 20 Republic of Consumer 16,853 4%
W Korea Electronics
22 21 United States Financial Services 14,343 10%
EEMHLM
23 28 United Kingdom | Financial Services | 13,563 17%
HSBC 4X» !
24 23 = Switzerland Beverages 12,950 4%
NESCAFE.
25 26 Japan Consumer 12,907 10%
SONY Electronics
26 22 . United States Beverages 12,888 2%
'FEFE:
27 29 United States Computer 12,448 9%
Software
28 32 United States Transportation 12,013 12%
29 31 United States Sporting Goods 12,003 10%
30 27 United States Alcohol 11,652 0%
31 25 United States Computer 11,554 -6%
Hardware
32 33 -~ United States Financial Services | 11,433 12%
= ypmorgan
33 39 # United States Computer 11,037 21%
. Hardware
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34 34 Germany Computer 10,850 8%
Software
1

35 37 United States Financial Services | 10,663 11%

36 35 Japan Computer 10,581 6%
eﬂ“““ Hardware

37 36 United States Financial Services 10,340 6%
Morgan Stanley

38 41 [ ce— | Sweden Home Furnishings | 10,087 15%
¢ lliIll.l

39 42 aﬁ UBS Switzerland Financial Services 9,838 13%

40 40 W . United States Food 9,341 6%

41 30 @ United States Automotive 8,982 -19%

42 48 . Netherlands Diversified 7,741 15%
& PHILIPS

43 44 Germany Diversified -1%
SIEMENS

44 51 Japan Consumer 18%
Electronics

45 45 ‘ United States Automotive 0%

AT (TSR

46 46 Italy Luxury 8%
CucCcl

47 New United States Financial Services New

48 47 I Y United States Internet Services 10%

49 New m France Financial Services New

50 49 = United States Computer Services 8%
accenture

51 53 France Personal Care 10%
LOREAL

52 50 m United States Media 4%

53 54 United States Food 5%
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54 56 Germany Automotive 8%
55 55 United States Internet Services 0%
Yarloo!
56 57 ~ United States Computer 2%
XEMOX 9, Hardware
57 58 United States Personal Care 7%
Colgate’
58 61 CHANEL France Luxury 13%
@
)
59 59 United States Food 6%
60 60 United States Restaurants 6%
61 52 an United States Apparel -15%
hAl
62 65 United States Internet Services 15%
dmMazoncom
63 63 Switzerland Food 8%
¥4 Nestis
64 73 ZARA Spain Apparel 22%
65 62 United States Personal Care 1%
AV ON
66 68 United States Diversified 10%
CATERPILLAR
67 67 ‘) France Food 8%
DAMOHE
68 74 ." Germany Automotive 17%
69 71 \ Germany Sporting Goods 11%
‘ L
e
70 64 United States Personal Care -5%
71 72 w Switzerland Luxury 8%
ROLEX
72 75 Republic of Automotive 9%
@& HYUNoAI Korea
73 81 Pt France Luxury 10%
HERMES
PA&RIS
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74 66 United States Restaurants -9%
75 80 Germany Automotive 8%
76 78 Canada Media 6%
THOMSON RELITERS
77 69 United States Consumer -9%
@ mororoua Electronics
78 7 . Japan Consumer 4%
Panasonic Electronics
79 82 United States Luxury 5%
TiFEANY & Con
80 New Germany Financial Services New
Allianz (i)
81 85 ING - Netherlands Financial Services 12%
)
82 70 United States Consumer -12%
Kodak Electronics
83 86 France Luxury 15%
Courtior
84 76 bp United Kingdom | Energy 5%
85 87 P — France Alcohol 15%
MOET & CHANDON
86 79 United States Food -5%
87 83 France Alcohol 2%
88 91 United States Restaurants 17%
89 84 United States Consumer 1%
Electronics
90 88 United States Personal Care 8%
g-n'vm-guhﬂml
91 93 E United Kingdom | Alcohol 11%
A
92 92 Japan Automotive 9%
Dieaas
93 89 Netherlands Energy 5%
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94 96 Italy Luxury 14%
PRADA

95 98 United Kingdom | Luxury 16%
BURBERRY'

96 99 "m Germany Personal Care 16%

97 94 Republic of Consumer 3%

LG Korea Electronics
98 90 P Japan Automotive -1%
gussany
s

99 New United States Luxury New
“‘_l'{lﬁh’.!.lﬂll.d;!r"

100 New United States Automotive New

ﬂr:zif.
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