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* The change of Innovation & IP environment

* (Gap analysis on innovation

* China’s innovation policy
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Most commonly asked questions
» |s IP protection in China getting better or
worse”?

 What is China’s innovation policy all about?

* Are we creating our own competitors, if we
transfer/license modern technologies to
Chinese partners?

* Are we competing with Chinese private sector
or the combination of public/private sector?
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Seizing The Moment & Planning for The

Future

VP Wang Qishan’s messages:

- WA B AL I TE) 5 AR 4T
XA 2 R AL FNR P B 55
I, B RIE AL 2P ™I,
WA LA BRI AL !

The volume of IP infringing
goods and fake & shoddy
quality goods surfaced during the

VP Wang receiving CAEFI

Operation was beyond expectation. leadership team & members
It appears that the situation remains on Nov. 28, 2011 in Beijing
challenging.

We must establish a system able to deliver long-term effect!
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Seizing The Moment & Planning for The
Future

« VP Wang Qishan’s messages:

- E A JE B A RE WA g R A B A Dyt A

OB, AR VIR A A S A A

For the future development of China, it is a must to

switch from building the “hard-ware” environment to
building “software environment” i.e. “Rule of Law” and “Fair

Competition”
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China must transform from attracting “investment” to
attracting “wisdom” i.e. “advanced technologies”,
“management sKkills” and “talents”
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GE Innovation Barometer
A preview of the 2012 results
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Innovation and competitiveness
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Innovation is the Innovation is the
main lever for a main lever to
more create a greener
competitive economy
economy (% agree) (% agree)
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Confirming a new innovation model:
fueled by partnerships and purpose

Innovation is about Great Innovations bring

partnership value to
between several different =
players more than stand SOCI ety not only to
alone success individual consumers or
(% agree) citizens
(% agree)
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The greatest Innovations will
be those that help to address

human needs

more than those creating the
most profit
(% agree)
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 Global & Local Results
More than ever before, innovation needs to be

localized to serve specific market needs

Market detail (based on % of respondents in agreement with the statement)
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BRI TEF T

Innovation drives competitiveness

[ M 5 Hh 3 5 E )
TSRS B LA EKERR
Chinese enterprises must go abroad

to intergrade & partner with
iInternational innovation community
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Gt & Lot Resuts
Who will drive innovation the most In

the next decade: collaborating
partners, SMEs, MNCs...?

38% ¥ Global ¥ China

A combination of  Smalland Large companies Individuals Universities Government Other /1 don’t
players medium know
partnering companies
together
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 Global & Local Results
More than ever before, SMEs and individuals

can be as innovative as large companies

Market detail (based on % of respondents in agreement with the statement)
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B 5 KB AN ANV RIS B #T
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Government & big companies are key
driving forces for innovation
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Gt tocrets
Innovation in the 21st Century

The ways companies Today innovation is
innovate in the 21 more driven by
century are totally people’s creativity

different from the than by high level

= aSt (% agree) scientific research
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Gl osa ot
Defining Innovation: what are the two

most important dimensions?

Which two aspects below most closely correspond to your personal definition of

innovation?

Suggested dimensions

The implementation of new processes, products,
organizational changes or marketing changes

Global average

47%

39%

An environment/culture that embraces positive
change, creativity and continuous improvement

42%

44%

Research and development, new inventions and
intellectual property (IP)

41%

46%

definition of innovation

Staying ahead in the market and being a market leader 32% 31%
Solutions that benefit society and societal outcomes 0 0

. . : 29% 35%
(including environmental outcomes)

None of the aspects above is close to my personal 10% 6%
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A BEIR BN

Increasing R&D investment

» FEIR A EIE SRR

Striving for creating more invention-
creation and IP

» FESNEIFIAITAIAL
Promoting an environment and culture
embracing innovation
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TR A ERAZR . DARE
73 K ANV BB TR A A MY 2H 23 2R 40 25387
BB AR & H AL B K Z 5 MK

Chinese respondents don’t think as much as In
other countries that innovation and ways to
innovate are changing. Less convinced that
creativity of individual and implementation of
Innovative business processes and organization

changes are important elements to innovation

' imagination at work
Attorney-Client Privileged

Proprietary information of GE




China’s Innovation Policy

What is H £4J# (Zi Zhu Chuang Xin)
& why?

-Self-motivated innovation policy

-Indigenous & Independent Innovation Policy

-Indigenous Innovation Policy

-Self-Relied or Self-Controlled Innovation Policy
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National Mid/Long Term Science & Tech Development Plan

Objective Supporting Policies & Action Plans
/ \ 1. Tax incentives 6. Promote high/new ﬁnvestment in \

. tech enterprises. & .
EVOlVIﬂg 2. Importing to apply high/new tech GRDSF"D. 2.5% of
: H re-innovatin

China into op 7. Compatible tech for (1.52%)
an 3. Government [ilitaryisicivilianiuse -S&TCR: 60%
. . procurement for (450/ )
iInnovative NIIP 8. Broaden g

international & -LDFT: 30%
country by 4. IP & standards regionaltt_echnology (>50%)

i cooperation

2020 strategies P _ -Patents &

9. Enhance science &

5. Financial & tech awareness research papers

foreign among general public Kcited: Top 5 /
k / exchange

Is China’s Innovation Policy driving the

hange of business environment & judicial IP. protection *



Innovation Policy-Tech Transfer/Licensing

Subject & key Questions? Answers
message
* Is China “forcing” foreign tech « China is NOT forcing anyone to
Technolo owners to transfer modern transfer modern technologies but the
transfer & technologies to access govt. driving policy of importation,
: : Chinese market in return? digestion & assimilation of foreign
licensin » Are we creating our own technologies does create concerns
competitors, who will * Reg. on Administration of Importation

compete unfairly against us & Exportation of Technology treats
with govt. support, once we foreign technology owners differently
license our technologies? from how Contract Law treats
domestic technology owners

China is NOT forcing foreign « Joint Fact Sheet on Strengthening
China-U.S. Economic Relations

technology owners to transfer but released on Feb. 4, 2012 promotes
Technology Transfer Regulation technology trade
DOES treat foreign technology » VP Xi encourages technology trade

* QBPC is engaging technology
owners DIFFERENTLY transfer issues to make future

contribution




Innovation Policy-Standards

Subject & key Questions? Answers
message

« Why foreign companies and + Standard is part of China’s innovation
Standards even FIEs cannot contribute to policy. Foreign players including FIEs

Chinese national standard do have difficulty in participating in
setting at the level playing field standard setting at the level playing
like domestic players can? field

» Will we lose our patented * No clear & valid regulations on

technologies, if participate? standard & IP
» What are the solutions to the < Court decisions depend on
seemingly uncertain concerns? “disclosure” of patents involved

» Can FIEs SIT IN ONLY TO LISTEN

Standard setting is a subject as the 1% step to clarify
misperceptions as well as to increase

transparency in order to contribute to

combing real concerns and lack of
understanding China’s technology advancement?




Innovation policy drives the change of IP
environment

« Determine reasonable scope & the strength of patent
protection based on China’s reality, laws and the level of science

& technology development as well as industrial IP policy and
guided by national strategic need

I R A, DA SO T3 5K Oy 2 0], IR IR L AR,
WA BB IR BN PV TR~ B, 1 7€ & BRHIBOR] £R 7
BEMGEE . 7

« Strengthen protection for core technology with Self-reliable IP,

which has boosting effect for economic growth
P LG AT RS s . AT B =R
RO TUR N R T B

Art. 9 of SPC Opinions on Implementation of National IP Strategy
Outline-2009 # 16
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The change of China’s self-relied innovation
policy depends on how fast/well the Chinese
enterprises intergrade themselves into

iInternational innovation and business community
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Bul

ding a good national brand of China (Fair,

Open & Inclusive) and avoiding making “self-
relied innovation policy” become the modern day
great wall in the open innovation environment
help the Chinese enterprises intergrade
themselves into international innovation and
business community
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Communication &
collaboration lead to Win-Win

Thank You

Jack.chang1@ge.com
1380-160-2435
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