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Intangible assets

* Intellectual Property

* Codified knowledge
* Tacit knowledge

* Awareness (recognizability)
* Brand
* Reputation

* Relationships
* Network: personal or organizational
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Intellectual Property

* Data
e Customer information

* Secrets
* Recipes
* Processes

* |nventions
e Know-how
e Marks & Brands



IPR(ights)

Proprietary

Methods of Protecting Intellectual Property
* Trademarks
* Patents
* Industrial Designs
e Copyrights
* Marks & Brands
* Plant Patents

Free information (open source etc)

Creative Commons



Patent: a property right

* Right to exclude others from making, using, selling, offering for sale or
importing the claimed invention (“enclosure”)
* Foralimitedtime
* With limited territorial application



The economic rational of IPRs

* Mutual benefit for
* Inventor:enjoys time-limited monopoly and
* Public:informationis disclosed for further advancement

e Motivationtoinnovate
* |nconclusive evidence

* Protectionof innovators’ rights
* Anissue of resources, power and institutional context



Why patent?

* A patentis an asset that can be:
* Soldor licensed, like other property
* Used togain entry to a market, as proof of technological advantage
* Used to exclude others from a market, for some time at least

* Used asa marketingtool, e.g. to promote unique aspects of a product or show
inventiveness



* Trade Secret e Patent

To patent

* Indefinite e 20vyear term
Or nOt? * Not registered or * Registered and

disclosed Publicly

* Can be separately Disclosed
discovered * Right to exclude

* Remedy only if the others (1% takes
secret is all)
illegally * Remedy for

appropriated infringement




Relationship Among Exogenous Conditions, Selection of
Appropriability Mechanisms, and Innovation Outcomes

Institutional
Environment
Institutional/legal
regime, country
differences

Patents
Disclosing technical details of
R&D, first-to-file, imitation risk

Industry
Industry competitive

dynamics

Secrecy
Disclosing technical details of

R&D versus using trade secrets,
maintaining secrecy of
information regarding

technological edge that is not
disclosed in patent application

[Inyn: James et al. (2013)

Firm
Scale and scope of
R&D activities, ability
to manage the IP
patenting process, size

Technology
Complexity, tacitness,
structure

Lead Time
Learning curve advantages;
absorptive capacity to innovate
faster than competitors;
technological opportunity
recognition, identification, or
creation; R&D investment

Outcomes
Competitive
advantage,
innovation type,
innovative output,
economic
performance,
accounting profits

Invest in Complementary Assets

Specialized manufacturing, sales
or service capabilities
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Summary of Characteristics That Drive Selection of Value Capture Mechanisms

Factors That Affect the Effectiveness of a Given Value Capture Mechanism

Mechanism Institutional Industry Firm Technological
Patents Strength (ranking) of Competitive intensity, Scale and scope of Complexity or tacitness
intellectual property number of rivals, R&D, innovation
rights barriers to imitation activity, ability to
manage patenting
process
Secrecy Strength (ranking) of Fragmentation of Scope of R&D, Complexity or tacitness,
intellectual property suppliers, rivals, and technological process innovations
rights buyers; signaling, specialization, firm less likely to be
technological standard size reverse engineered
than product
innovations
Lead time Conceptually yes, but Horizontal (differences Absorptive capacity, Codifiability,
none identified in product attributes) ability to acquire teachability,
vs. vertical and use information complexity
(differences in quality
and efficiency)
differentiation
Complementary Strength of intellectual Strength of intellectual Contractibility in Rapid or radical
assets property rights, property rights, factor market technological change,
specialized/ specialized or specialized or
co-specialized assets co-specialized assets co-specialized assets
Patents & Strength of intellectual Strength of intellectual Scope of R&D, Complexity or tacitness,
secrecy property rights, property rights, technological codifiability, process
specialized/ specialized or specialization vs. product innovation
co-specialized assets co-specialized assets
Patents & Strength of intellectual Strength of intellectual Scope of technological =~ Complexity, intellectual
complementary property rights, property rights, capabilities (IP property generation,
assets fragmented vs. incumbent vs. new rights), incumbent and utilization process
concentrated entrant owns comp owns specialized or

ownership of
intellectual property

assets

co-specialized assets

IInyn: James et al. (2013)




Profiting from innovation

e “appropriability, and success at innovation more generally, is
related not so much to the innovator’s ex-ante market share,
but to the (complementary) asset structure of the innovator,
management’s market entry timing decisions, and the
contractual structures employed to access missing
complementary assets” (Teece, 2006)

* Appropriability regime
 Complementary assets and co-specialization



WHO PROFITS FROM INNOVATION?

Low

($) IV

Inventor (first-mover)
makes money

($$%) i

The firm with both the
invention and complementary
assets, the one with
bargaining power, or their
lawyers make money

High

Imitability of Invention or Value

Difficult to make
money

%)

Holder of complementary
assets makes money

($9)

Teece (1986), Afuah (2009)

Freely available or
unimportant

Tightly held and
important

Complementary Assets




Flowchart for Integration versus Contract

yes
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Integrate <—. _, Contract

Commercialize Now




Key:

strategies

outcomes

Strong Legal/Technical
Appropriability

Weak Legal/Technical Appropriability

Innovator Excellently
Positioned versus Imitators
with Respect to Commissioning
Complementary Assets

[nnovator Poorly Positioned
versus Imitators with Respect to
Commissioning

Complementary Assets

Innovators and (N (2) )

1matators contract contract

advantageously

positioned via a

:;;‘;ﬁ“dﬁm INnovator or
imitator will

| tary ' ' .
;:sr:tps gmentary mﬁ;}vglm H;lnﬂ:l;nm‘ win; asset
will win g owners won’t

benefit

Innovators and ) | ©) ©)

imitators contract if can do integrate contract (fo

disadvantageously 50 on ‘-"_011113‘311“‘*’@ limit

positioned via a vis terms; mtegrate exposure)

independent if mnovator

Pers of necessary should win; innovator or

complementary
assets

may have to
share profits
with asset
holders

innovator
should win

will gradually
lose to imitators
and/or asset
holders

Degree of intellectual property protection

Fig. 2. Contract and integration strategies and outcomes for innovators: specialized asset case (Fig. 11 in Teece (1986)).
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Dynamic capabilities

* Learning mechanisms

* Groups of people employing dynamic (meta)routines
(learning and searching) in order to

* seek new problems and solutions

* develop and experiment with new solutions

e Based on internal and external knowledge



The process of knowledge creation

* Firms know more than their contracts can tell (Kogut &Zanter, 1992)

Tacit

Field
Building

Explicit

Tacit

Socialization

Sharing experiences
Qbserving, imitating

Dialogue

Explicit

Externalization
Writing it down
Creating metaphors

Brainstorming and analogics
without criticism /—\ Modeling
[0\

i ) |
Internalization ""-—-/ Combination

Access to
codified knowledge

Goal based training

Sorting, adding,
categorizing
Methodology creation

Best praclices

Learning by Doing

Nonaka and Takeuchi, 1995

Linking
Explicit
Knowledge



The entrepreneurial challenge

* Motivation

* Coordination
* Foresight

* Vision



Individual cognition

L1 “Individuals develop mental models, belief systems, and
knowledge structures that they use to perceive, construct,
and make sense of their worlds and to make decisions about
what actions to take” (Lam, 2005, p. 123)

L1 They filter, interpret and reconstruct incoming information
through the “mental representations” they develop

L1 This may lead to the formation of creative ideas, new insights
and consequentaction

O or may lead to biases and inertia (ibid)



Organizational cognition

* Organizations develop collective mental models and
interpretive schemes which affect managerial
decision making and organizational action

 Social process

* Organizational embeddedness
* Shared context

« Communities of practice



Absorptive capacity

Similar to problem solving

Individual or Organizational

 Communication channels
* Transfer of knowledge? (no!!!)
* Gatekeeping —boundary spanning
e Centralized or not?
* Receptors
* Inward vs outward looking

Challenge of rapid change

e Resource slack — redundancy
* Hiring?



Path Dependence and
Absorptive Capacity

* Mining effect

Innovation

* Level of aspiration — effort
sensitivity to external
events

* Self-reinforcing cycle

Level of Absorptive

aspiration capacity




Dangers

* Paradigm trap
e R&D — innovation redundance



External relations

* Interaction may lead to networks
* Dynamic transaction costs

* Strong ties
* Frequentinteractions between organizations
* Weak ties
e QOccasionalinteractions between members of organizations

* Networks may also get locked in through path
dependence

 Convergeto shared perceptions of realities (mental models)
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Resources

WIPO: https://www.wipo.int/portal/en/index.html
o PATENTSCOPE: https://www.wipo.int/patentscope/en/
o WIPO Academy: https://www.wipo.int/academy/en/

EUIPO: https://euipo.europa.eu/ohimportal/el

o EUIPO Academy: https://euipo.europa.eu/ohimportal/en/learning

USPTO: https://www.uspto.gov/
o USPTO Learningand Resources: https://www.uspto.gov/learning-resources

European Commission-Joint Research Centre: https://ec.europa.eu/info/departments/joint-research-centre en

UNU-MERIT: https://www.merit.unu.edu/tag/intech/

EC — IP Helpdesk: Europe - Case studies (europa.eu)

les Nouvelles - December 2017 (lesi.org)

CaseStudies on Intellectual Property (IP Advantage): Search Results (wipo.int

Toolkits

International Trade Administration - Brochures, Toolkits & Snapshots: https://www.trade.gov/ipr-toolkits-and-snapshots

WIPO - Toolkits:
https://www.wipo.int/tools/en/gsearch.htm|?cx=016458537594905406506% 3Ahmturfwvzzg&cof=FORID%3A11&q=TOOLKITS#gsc.tab
=0&gsc.q=TOOLKITS&gsc.page=1

EUIPO - Toolkits: https://euipo.europa.eu/eSearch/#basic/1+1+1+1/Toolkits

EPO
o IP Teaching Kit: https://www.epo.org/learning/materials/kit.html

o Download modules: https://www.epo.org/learning/materials/kit/download.html

USPTO
o Online trademarktools: https://www.uspto.gov/trademarks/basics/online-tools
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