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The Patenting Paradox: Summary

Research background

Today many companies, research organizations, and universiiesraggling to manage patents.
While handling patents every day, these firms remain often unceatl®rto make decisions and
patents dwell in an ambiguous field left in the hands of a few exghis situation finds roots in the
complexity of patent management as any other multi-actor system. Bydagokilerstanding of such a
system, these firms eventually follow the trend: patenting modenaore. At the same pace, their
patent costs take off as well. And they are soon facing the leg-¢dtenting Paradox: more patents
do not induce more value.

Patents and intellectual property are topical. Many reports estaaid books have addressed
this field but mainly in a macroeconomic perspective. Only alsamaunt of them has discussed the
subject of patent management and usually done from a practitioners’ angle.

This book takes the side of the companies, research organizationsiniaedsities. It
describes how these firms (should) deal with patent management Tdaesy this book first describes
patent management as a system and provides tools to help managers navigate in thaqstiape.

Research framework

In such a context this book addresses the following main research quéstiahss the so-called
Patenting Paradox, what explains (or causes) it, what are the (negative) effects on a firm? How can
gaming help the firm remedy the paradox?

To reply to these questions a triangulation of research methods drasided: explanatory
and design-oriented methods, empirically oriented and theory-based methddqualitative and
guantitative methods. The existing body of literature from academigrofessional sources has been
reviewed to extract useful notions, descriptions and existing models etibds, as well as key
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information and elements, in order to further conceptualize, elabwatéiypotheses and design new
methods. Thus, a new conceptual model of the firm’'s patent managemdmenadesigned, as well
as a new measurement framework of its performance. Furthermoegy game on patents has been
elaborated, together with three interventions. To validate these new designsyvieys bawve been set
up and statistical analyses have been carried out against the responses.gfisdafaiases (Aureka)
have been used to gather data with a view to illustrate conagptsuarent practices, as well as to
validate the measurement framework. Additional sources have useehto supplement the patent
data: annual reports and company websites. Eventually, an empialahbtion has been set up to
measure the effectiveness of the game-based interventions. \

Findings

What is “patent management”? The general process of managing patents consists of using patent laws
to the firm’s competitive advantage. More basically, this process turrsimteancomes in two steps:
(1) “building” patents, and (2) “valorizing” these patents. This book intesla detailed conceptual
model of patent management called RMBV, which further describeptbcess. RMBV stands for
Research, Manufacturing, Building and Valorization, i.e. the four mainatpes of the firm that
involve patents. However, patent management is more than ad hoc operationprigesan inherent
strategic dimension. Four common types of patent strategy have been presented.

Defensive: the firm protects its core business where technology is a key asset.

Commodity: the firm uses patents to capture technologies that can be tumtioedommercial

advantage.

Profit: the firm makes profits from licensing its patents to others.

Aligned: the firm uses patents to support long-term business goals.
Four business models are presented to explain how to combine the operatidnatrategic
dimensions.

The new factory associated with the “defensive” type: this firm protectsniteovations and new

products with a view to manufacturing.

Thenew knowledge supplier with the “commodity” type: this firm patents its researcsutes for

collaboration purposes.

The IP holding with the “profit type™: this firm acquires and licenses patdatsnake financial

benefits.

The new group with the “aligned” type: the firm invents and produces, where patertused to

support its vision by e.g. securing market shares and facilitating strategiaggiapse
This book gives numerous illustrations of today’s practices (operatimhstrategies) based on actual
examples from patent information (Aureka) and from a first suar@ong 70 firms. This survey
shows that 76% of the respondents recognize their firms in one of fonessisnodels. It also shows
that the firms mix the four types of strategy depending on the industiynarket at stake, instead of
opting for one strategy.

How can a firm’s patent management be assessed empirically? This book also introduces a
measurement framework of patent management performance callesht‘Pawer” based on the
above RMBYV model. This framework includes the following components.

A few direct measures, mainly the number of patented inventions and licensing income
Five normalized indicators, mainly the firm’s “building” efforts itvalorizing” strengths, and the
combination of both, calculated from the direct measures
Two dashboards plotting these indicators to position firms in termsteftpmanagement, i.e. to
represent the internal balance of the firm, both in terms of pateemgths (building vs.
valorizing), and compared to its research efforts
A few methods to benchmark the firm's performance, to estimatesbtieensing incomes and
patent costs, and to make projections of the firm’s future performance
Empirical foundations to this framework have been given based on: shesidivey among the 70
firms where quantitative measures have been taken in respihet yéar 2006 and preceding years;
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and public sources e.g. annual reports and company websites. Impfot@timately 150 cases have

been used to discuss the validity of the Patent Power framewonbeaaihing methods. While it is

commonly asserted that Europe is absent in the patent scene abrigpéine USA and Asia, the
gathered data analyzed with the Patent Power framework leads to the oppositsi@onthus, many

European RTOs have started to bridge the gap and some even perfemihaet US competitors.

What can explain this change of trends? A possible explanatibatithe “leaders” and “masters” of

yesterday have difficulties today to “re-invent” their managetnmodel. Nevertheless, most

European RTOs seem to go through an identity crisis, vacillating &etiwe® models: the traditional

scheme of public research and a more commercial, autonomous structure.

The core of this book addresses the Patenting Paradox at the microeconomi¢higivislthe
so-called Patenting Paradox? A discrepancy between “awareness” and lack of “action” or
performance exists in most firms. Evidence of “awareness” cdoupel in patenting growth records
being broken each year in most countries. At the same time only 308é phtents in Europe are
effectively used while the others are “dormant” and incur casis. paradox exists in most firms, not
only in multinational groups. Further, statistical results fromcarsaé survey among more than 8,200
patent users are presented to describe this paradox from the peespkttte firms. The response rate
is rather high (above 13%). This survey shows: more than 80% df108 respondents (strongly)
agree that firms are actually facing the paradox.

What explains (or causes) the Patenting Paradox? This book explores the origins of the
paradox. It observes that similar paradoxes exist in other managemast Recourse to an empirical
model (Davenport) has been made to interpret further the relapobsihiveen “awareness” and
“action”. This model calls on the phenomenon of “attention” as an intkatee step between
“awareness” and “action”. The Davenport model perfectly explainsntissing link observed in
today’'s patent management for many firms, the same link whosecabs®y nourish the Patenting
Paradox. Another hypothesis has been set up: a relationship existeméeis paradox and attention
for patents in the firm (the “why” hypothesis). The latter baen validated by means of the second
survey. “Awareness” has been measured through two aspects: knowledge and perception.

- What do the firms actually know about patents? To measure the firms’ knowledge six major
misconceptions are pointed out. They relate to six basic aspeotiagfst patent systems: (1) the
financial value of patents for the firms; (2) patentability frsedom-to-operate; (3) creation of
patent rights; (4) the global unbalance in the distribution of patéjtdusiness opportunities
from patents; and (6) existence of a worldwide patent. High percentdgesrect answers
(between 81 and 94%) have been obtained during the second survey, except éspexte
relating to the financial value of patents (only 28% of correctvars). The latter is another
observation of the Patenting Paradox: even patent professionals doaedtegpehe commercial
and financial value of patents to its full extent. Possible exptamatcan be found in: the
educational system (science, law, and business are three disctplighit in mono-disciplinary
universities with rare cross-bridges); and the fragmented organizaft the firms (the patent
department is often operationally detached from the commercialteegsc departments and,
reversely, decisions concerning patents are often ultimatelyn takgside of the patent
department).

How do the firms perceive patents? To measure the firms’ perception seven major prejudices on
patents have been retained. Indeed, for most firms, patents areostly; (2) complex to
understand; (3) difficult to exploit; (4) difficult to decide upon; (Sfficlilt to obtain; (6)
prejudicial against research; and (7) ineffective. The resulteeosecond survey show that the
perception on patents is rather mixed, with a rather negative percaptto costs and complexity
and a positive one as to effectiveness and impact on researchigiibst score (78%) concerns
effectiveness. This result can be explained by the deterrewt éffat patents can have thanks to
the defensive mechanisms.

Obviously, “attention” is not measurable directly but “manifestat! of attention are, such as

coordination, training, qualified staff, communication and long-term comenit. Two perspectives

(the ideal vs. actual firm) have been taken to depict the gemccy between the utopia many patent

managers nourish and the reality they face. Statistical asabfsthe second survey find a latent
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variable behind these manifestations: the existence of “attensiaf®monstrated. In fact, two latent
variables have been found: the “actual attention” (how much atteftéffirms pay to patents in

practice) and the “ideal attention” (how much attention the firnasilsl pay). Likewise, the level of

“action” has been measured through three manifestations (longatgynment, patent information,

and business intelligence). Eventually, it has been shown that nonsfep exists between

“awareness” and “actual attention”. In other words, regardless ¢dvhkof awareness, no action will

be taken if the firm lacks “attention” for patents. On the coptrarrelationship does exist between
“actual attention” and “actual action”. Thus, the “why hypothesis/algated: the Patenting Paradox
originates from a lack of attention for patents in the firm. Thesfitm may patent heavily but does
not create value from its patents at the same pace. Alsérrtheuffers from bipolarization: a gap

exists between an ideal situation (for “attention” and “action”) and the adiueticn.

What are the (negative) effects of the paradox on a firm? A qualitative description of these
effects is given when presenting the “manifestations” of attemhicough the actual vs. ideal prism.
Thus, when it comes to patents, a lack of attention implies a lac&oodlination, too little training,
misdirected investments, not-sustained strategy, low commitmemt, short-term decisions.
Furthermore, the effect of the paradox for the firm has been dgadntising the Patent Power
framework for two companies: DSM and Shell. With these two exaniipfes been shown that more
patents do not result systematically in more returns. It hasl@en shown that, by adequately
choosing how much patenting and licensing to reach, the natural trendgirfi toas can be inverted.
This quantitative approach could be used by any firm to check itsntysosition, and whether it
already faces the paradox or when it will face it and therefore takes the adeqaatees beforehand.

Finally, to remedy this paradox, this book provides solutions based omgyaifiiree
interventions (light, mild, heavy) are designed with a nhew game on gatieay correspond to three
levels in the firm (education, collaboration and strategy). Indedul;ation remains a priority, as
expressed by most firms (42%) during the second suwist is the effectiveness of the game-based
interventions? First, the effectiveness of these interventions has been didfineugh five desired
effects which remedy the limitations of the existing inten@di(lectures, process engineering, and
external strategic audits). These five effects are the following.

- Increase the awareness that the Patenting Paradox does exist
Remedy the indifference, unattractiveness and ineffectivendle ofassic educational measures
and, more generally, improving patent awareness
Avoid disengagement, disconnection and shortsightedness of classic process (reeriewngi
Limit partiality, one-sidedness and inefficiency of classic audits
Improve the “attention” process (with the Davenport meaning)
The effectiveness of the three interventions is demonstrated thaosgiies of “experiments” among
160 graduates and professionals based in the Netherlands, France, ana Abs&e research
methods have been used to measure these desired effects: éifest pnd a post-test; (2) the five-
color coded model of De Caluwé to measure organization change; and (&tigaaineasurements.
The experimental results show that the five desired effectstheen reached during the interventions
based on the new game.
On average 76% of the participants become aware of the Patenting Paradox.
The participants have gained basic knowledge (with a relativectnupato 68% for the financial
value of the patents) and practical skills (e.g. on how to defineeatgaotection for an invention
of their choice), in an attractive way. The interventions relse attuned the image conveyed by
patents, both positive and negative aspects being improved. Using onlyrteesgffices to help
remedy the negative aspects: the participants then understangldtiee weight of costs
compared to benefits, and the game renders the patent systesongssx and therefore more
accessible. In other words, the interventions raise awareness ékigewdnd perception). The
light intervention and the game itself (in the mild interventionyeha limited effect when it
comes to understanding legal concepts and administrative aspects.
The participants have collaborated among each other to engage itégystbailding and
negotiating processes. During the mild intervention, the group has rankedvineengagement,
as well as the engagement of others with the highest score. 3llisisgemarkable since most of
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these participants are scientific graduates more familiir @dassic teaching methods (lectures
and books) than with gaming and simulation.
The participants experienced various strategy settings. The lggsr@mulated both how patents
make the firms more competitive and how such competition inducgm®ic dynamics. This
result is remarkable in that it comes from those who aim to glagle in the technology
management field.
The participants’ level of attention (and, in a slighter proportioncté has improved during
the interventions (with a relative impact up to 27%).
How can gaming help the firm remedy the paradox? The initial hypothesis of this book was that
gaming could be used as an intervention method to help the firm retmedyatadox. Looking
retrospectively, at least the interventions have reached the fivedde@ets.

These interventions have additional advantages. First, they yswithablished a group
dynamic among the participants. All the ingredients needed to ersatdainable dynamic have been
observed: engagement, team-work, competitiveness and motivation. idsgeenent and team-work
have been considered as the first qualities of the game, even by the professional gr@mpsinTie
participants spontaneously start discussions among each other to alstim¢egy to valorize their
patents and assets; shortly after, they start to negotiateothighs, either licensing or joint-venture
agreements. Second, competitiveness between the firms, crgatesldsset distribution among the
firms, is the ingredient against inertia: at each round, a new distribution is giderea opportunities
(and weaknesses) emerge. Third, the interventions have succeededvatimgyothe participants,
during the game but also beyond. Thus, the game helps sustain the pastidipargst through the
rest of the intervention, especially for non-patent experts. Anteadrid, the latter realize that patents
can reward them and that they will use patents in the future, velnechiwo indicators linked to
organization change thanks to motivation (in De Caluwé’s model). To umcthe game-based
interventions are a medium to stimulate group dynamics around pateats among participants
coming from different countries, industries and companies. Thist éfeemarkable since most of the
experimental groups were heterogeneous (different industries and countries).

Another advantage of the game-based interventions is to defeaamelicindeed, these
interventions have had a higher impact on the “reluctants” thangavéoa raising awareness. The
same observations have been made for the attention and action isdicatwher words, the game-
based interventions defeat reluctance

Multiple uses of the three interventions are possible depending on the audiences, &y.: “hea
for patent professionals not familiar with valorization mechanismad” for peer groups working in
different firms or industries; “mild” for new R&D employeetight” for the general staff (network
version), as well as for secondary schools and the general pobéicd(game version). Also, the
interventions can be customized to a specific company or indostiy-house workshops (like to the
gaming industry as shown in the book).

Future directions beyond this book are: designing a quality standamtesft pnanagement
based on the RMBV model; and establishing a repository of best psdiEsed on the Patent Power
framework.
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