
A History of the Intellectual
Asset Management (“IAM”)
Movement

T he evolving technology-
based economy of the 1990s,
characterized by shorter

product cycles, rapid infiltration of
e-commerce and an increase in pat-
enting activity, brought forth a shift
in strategic thinking for many com-
panies. In 1982, only 32% of the av-
erage company’s asset base was
comprised of intangible assets. To-
day, this figure is over 70% and
growing.1 Realizing this trend, and
seeking competitive advantage dur-
ing this time of change, firms began
to focus on how to generate addi-
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tional value from these intellectual
assets. The focus of this article is to
illustrate the short-term financial
benefits and long term strategic and
competitive advantages that a firm
will realize from having an inte-
grated and focused IAM program.
It will provide the reader with a ba-
sic understanding of IAM and offer
tools to begin company-wide imple-
mentation of an IAM program.

A company’s intellectual assets in-
clude not only its intellectual property
(“IP”) patents, copyrights, trademarks
and trade secrets – but also other codi-
fied or intangible knowledge such as
know-how, contracts, processes and
procedures, licenses and non-com-
pete agreements. More broadly de-
fined, intellectual assets include a
company’s branding, human capital,
such as a skilled workforce, and the

relationships it has with customers,
suppliers and distributors, widely
called intellectual capital.

The focus on intellectual assets
evolved not only from a changing
economy, but also from a changing
legal environment. In 1982, the
Court of Appeals for the Federal
Circuit (“CAFC”) was created in the
United States and had an immedi-
ate and positive impact on owners
of intellectual property. Statistics
show that prior to the CAFC’s cre-
ation, approximately 70% of patents
challenged in the U.S. federal courts
were overturned, compared to ap-
proximately 20% after its creation.2

Further, in 1998, the CAFC ruled
that business processes are patent-
able, a move that generated sig-
nificant patenting activity within
industries such as banking and fi-
nancial services, which rely on pro-
prietary methods and processes for
competitive advantage. Coupled
with the favorable legal environ-
ment for intellectual property own-
ers was the exploding rate at which
patents were being applied for and
granted in the 1980s and 1990s.

With the focus on intellectual
property in the legal and technical
community, many companies such
as Dow Chemical, Hewlett-Packard
and IBM became pioneers in intel-
lectual asset management with
well-run and highly publicized pro-

1. Harvard Business Review, Jan-Feb 2000.

2. North Carolina State University Study,
http://www4.ncsu.edu/~baumerdl/504.0
1%20PPT%20Notes/504.01%20Ch.%208.ppt.
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System
Intellectual assets shape every

part of an organization. As illus-
trated below, each division or dis-
cipline within a company plays a
key role in IAM, and as such, efforts
to implement an IAM program
must be coordinated on all fronts.

Whether used as a defensive or
offensive tool, IAM provides signifi-
cant benefits to a company in terms
of revenue enhancement, cost re-
duction and strategic advantage.
The benefits to be gained from IAM
are not going unnoticed in the mar-
ketplace. Between now and 2005,
more than 50% of companies in the

pharmaceutical, aerospace, infor-
mation technology, consumer goods
and biomedical sectors will imple-
ment systems to better manage their
intellectual assets.4

Revenue Enhancement
IAM facilitates revenue enhance-

ment through licensing income, fo-
cused and maximized research and
development (“R&D”) expenditures
and strategic alliances/joint ven-
tures, among others. Worldwide
patent licensing grew to well over
$100 billion in 1998 and is expected
to reach half a trillion dollars annu-
ally by 2005 as companies search for
new revenue streams by expanding
licensing programs.5 Companies
such as IBM and Rambus have
turned their patent portfolios into
profit centers through strategic li-
censing of their intellectual prop-

grams. Each of these companies has
experienced the benefits of IAM in
terms of revenue, cost savings and
strategic advantage. For example,
IBM, with its immense patent port-
folio and focus on out-licensing, has
reportedly managed to generate an-
nual revenues in excess of $1.2 bil-
lion from licensing. Dow Chemical
has integrated IAM into every facet
of its business, using its intellectual
assets not only to generate revenue
and cost savings, but also to guide
the company into strategic markets,
protect its position in certain mar-
kets and generate more focused and
efficient patenting. IAM can benefit
not only large companies with well-
established intellectual assert port-
folios, but companies of any size,
industry or stage of development.

An increase in companies’ alli-
ance activity throughout the 1990s
has also created a demand for IAM.
Intellectual assets have become the
currency of choice in connection
with strategic and joint venture al-
liances between companies within
the same industry, or often within
multiple industries. It is estimated
that businesses conducted through
alliances accounted for 3-5% of an
average company’s revenues in
1990. That figure stands at 20% in
2000 and is expected to reach 40%
by 2010.3 IAM is critical to maximiz-
ing a company’s position within
these increasingly important alli-
ances, as well defined, protected
and valuable intellectual property
often forms the basis and business
justification for such endeavors.
Benefits of an Effective IAM

3. EIU Global Executive Survey.

4. Gartner Group.
5. “The Basics of Financing Intellectual
Property Royalties, Part III: What is the
Market” by Licent Capital, July 2, 2001 at http:/
/www.cafezine.com/index_article.asp?deptId
=3&id=412.
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tries in which the patent is pros-
ecuted. In a company with thou-
sands of patents filed in many
countries of the world, this expense
can represent a significant portion
of a company’s R&D budget. Cost
savings are achieved by continually
evaluating the patent portfolio and
identifying and pruning patents
that are non-core to the business,
not protecting a market or technol-
ogy area and are not viable for out-
licensing, as well as controlling
what is patented in the future.
Companies that are able to deter-
mine effectively which inventions
are not worth patenting (no busi-
ness purpose) or are better kept as
know-how or trade secrets (such
as processes or formulas) will be
better positioned to focus their R&D
and patenting efforts on the most
profitable markets and products.
For example, Dow Chemical found
that by pruning its portfolio and
reducing its patenting activity
through a focus on strategic patent-
ing, it not only reduced costs, but
also secured a stronger, more man-
ageable portfolio of assets. Simply
by eliminating the patents that had
little business value, Dow estimates
that it saved more than $40 million
in maintenance costs (filing fees,
taxes, etc.) over a five-year period.6

Companies can also reduce tax li-
ability through focused management
of intellectual assets. For example,
creating an entity focused primarily
on managing a company’s intellec-
tual property and then licensing the
intellectual property back to the
users of the assets can be advanta-
geous from a management effi-
ciency and tax perspective. Further
IP may be donated, which can re-
sult in tax credits for the donator.
DuPont’s 1999 donation of $64 mil-
lion worth of intellectual property
to three universities (University of
Iowa, Virginia Polytechnic and
Penn State) was one of the largest
to date, prompting other companies
to consider the benefits of intellec-

tual asset donation.
Strategic Advantage

IAM has many strategic benefits
that depend largely on the goals and
vision of the company. For innova-
tors, patents and other intellectual
property can be used to protect and
to defend existing markets and to
secure key future markets. Early
recognition of emerging markets or
technology needs may allow a firm
to gain competitive advantage by
patenting or exclusively licensing
cornerstone technologies (building
a “patent wall”) or by erecting bar-
riers to entry in strategic technology
areas. For example, a medical de-
vice company recently recognized
the value of innovative technology
applicable within its industry sev-
eral years before the market was
ready for the technology and ac-
quired rights to the technology
through a license agreement. This
company took the up-front financial
risk that the need would material-
ize and the strategy was advanta-
geous in that it realized an increased
market share and the ability to ex-
clude potential competitors.

The strategy of market penetra-
tion is often accomplished through
widespread out-licensing in emerg-
ing industries and establishing stan-
dards to achieve “network effects”
for technology. Microsoft used this
strategy to set a de-facto standard
for its Windows operating system.
For strategies that include “skim-
ming” markets and establishing a
pricing premium, intellectual assets
can be use to increase brand value
and awareness and customer loy-
alty. Still other strategies, including
cost leadership and operating excel-
lence, can be achieved by develop-
ing or in-licensing processes and
manufacturing know-how which
can be used to increase productiv-
ity and to provide a competitive cost
advantage.
Other Benefits

In certain cases, intellectual prop-
erty and royalty streams may be
used to secure funding. For ex-
ample, one start-up software com-
pany recently used its proprietary
technology and patent portfolio to

erty, both within their core indus-
try and outside of it. Licensing is
highly profitable, with net profit
margins generally over 90% on li-
censing revenues.

Understanding, organizing and ef-
fectively managing the company’s
portfolio of intellectual assets will
increase the return on R&D dollars,
facilitate spending of precious R&D
dollars on high-value projects and
identify and eliminate unwarranted
R&D expenditures. A thorough re-
view and clustering of a company’s
intellectual assets will reveal 1)
which products and technologies
are strategic and core to the business
versus those which are non-core; 2)
those which are used to generate
revenue versus those that are only
defensive; and 3) establish a tech-
nology roadmap to help guide
product development and funnel
resources to high value projects.
Companies that are nimble enough
to make wise resource allocation
decisions for innovative products in
key markets will bring technology
to market faster than their rivals,
increasing market share and en-
hancing long-term shareholder
value.

Mining a portfolio for unused or
underutilized assets that may con-
tribute to the development of new
products or services is an important
tool for generating incremental rev-
enue. For example, a well-known
chemical company traditionally fo-
cused on consumer products but
with a compound applicable in the
medical industry (but no process or
manufacturing capability to exploit
it), entered into a joint venture with
a company who possessed the
complementary capabilities to com-
mercialize a product within the
medical industry. It was a low-risk,
high value project that ended up
generating substantial, unplanned
and highly profitable revenue for
both entities.
Cost Reduction

Over the life of a patent, a com-
pany will spend between $250,000
and $1 million per patent on pros-
ecution and maintenance expenses,
depending on the number of coun-

6. 2001 Conference on Intellectual Asset
Management; June 26, 2001 speech by Rick
Gross, Dow Chemical Company at the Drake
Hotel, Chicago.
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As a first step, firms considering
implementing an IAM system must
have support and buy-in from up-
per management and each of the
business units, otherwise the IAM
process will stall and implementa-
tion throughout the organization
will be problematic. We have found
that an immediate showing of fi-
nancial success can facilitate such
buy in. Many companies experience
short-term success by mining for
patents that are easily marketable
and quickly licensed to generate
royalty income. Other companies
identify intellectual property that
are candidates for donation or build
a spin-off business around intellec-
tual property. Still others conduct
royalty audits of previous licensees
to generate revenue. These types of
activities generate a fast return, and
while just the tip of the iceberg,
demonstrate the financial impact of
IP to the company, thereby facilitat-
ing management buy in.
Organize

Once management has agreed to
commit resources to an IAM pro-
gram, the first step is to take inven-
tory and understand the universe of
intellectual assets owned by the
company. Not surprisingly, many of
the companies for which we have
consulted have only a cursory un-
derstanding of their intellectual as-
sets and often valuable patents and
know-how sit unexploited within
the firm. Typically this gathering
process begins with in-house coun-
sel, who should have an under-
standing of the company’s issued
patents, patent applications, license
agreements, trademarks, copy-
rights, trade secrets and invention
disclosures, or at least know who to
approach to obtain such informa-
tion. In many cases it is also neces-
sary to speak with the inventors
themselves to understand in-pro-
cess R&D that may have potential
value, but that has not yet been
codified in the form of a patent or
patent application (e.g., know-how,
blueprints, processes and proce-
dures, etc.). Even abandoned R&D
projects may be candidates for
screening and organization. And
this concept can be extended to even

non-high tech companies, such as
computer/video game software de-
velopers and abandoned artwork.
Once the universe of information has
been identified and assembled, it
needs to be carefully organized and
clustered for evaluation.

At this stage, a basic electronic
IAM database should be imple-
mented. There are several companies
that sell software for managing pat-
ents and other intellectual assets, such
as First to File and Dennemeyer and
Company, but at this stage, simply
capturing the information in a da-
tabase, such as Microsoft Access,
should be sufficient. The company
may wish to transition to a more so-
phisticated management system
once the framework for the IAM
process has been established and
the process is up and running. In ad-
dition to an electronic database, the
company must also maintain well-
organized paper files documenting
all the information related to the
intellectual assets, including in-
vention disclosures, market and
technology feasibility studies,
prior art searches, PTO applica-
tions and correspondence, etc. The
fields and information contained
within this system will depend
largely on the next step in the IAM
process, portfolio screening.
Develop Team and Screen

Once the company has identified
the intellectual assets it owns or has
rights to and the basic information
related to the assets assembled in a
central database (e.g., asset descrip-
tion/patent #, title, abstract, file/
record date, issue date, inventor,
etc.), a cross-functional team com-
prised of in-house (or external) le-
gal counsel, technical/engineering
and business unit level managers
(marketing and executive) must be
assembled to screen, categorize and
assess the intellectual assets. Hav-
ing these diverse perspectives is
crucial to understanding the legal
protection and enforcement issues
related the intellectual asset, and the
technical feasibility issues and busi-
ness level knowledge of markets,
customers and competitors. Acquir-
ing the long-term dedication and
time commitment from this team is

secure $10 million in financing.
Well-known IP financing transac-
tions include that of Calvin Klein,
which used its IP to back a $58 mil-
lion bond. Similarly, David Bowie’s
copyrights were used to secure $55
million in financing.7 Monetizing in-
tellectual assets is an emerging prac-
tice that is well suited to both
start-ups and established compa-
nies alike.

Litigation issues uncovered as a
result of the IAM process can have
a substantial financial impact (some
positive and some negative) on a
company. Almost 50% of attorneys
polled in a recent survey believe
that intellectual property litigation
will be the hottest legal practice area
in the next 10 years.8 As such, a
company must guard against in-
fringement and also ensure that it
is not infringing on its competitors’
technology. During the IAM pro-
cess, a company may uncover a
patent that can be asserted against
a competitor. On the contrary, it
may discover products that it as-
sumed were covered by patents, but
on second glance may be question-
able and at risk for a lawsuit by a
competitor.
Implementing an IAM System
Management Buy-In

The ultimate goal of a firm fo-
cused on its intangible assets is to
integrate IAM into every facet of the
business and to use it not only to
produce immediate financial gain,
but also as a strategic guide to gen-
erate long-term value for the com-
pany. This is not accomplished
overnight and the system must be
built from the ground up. Compa-
nies such as Dow Chemical and HP,
who implemented IAM programs
many years ago, are still working to
achieve full integration of intellec-
tual asset management into all as-
pects of their respective businesses.

7. “The Basics of Financing Intellectual Property
Royalties, Part III: What is the Market” by Licent
Capital, July 2, 2001 at http://www.cafezine.com/
index_article.asp?deptId=3&id=412.
8. PR Newswire; June 15, 2000.
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(at a high level) and the firm has a
sense of the relative value of the in-
tellectual assets, a thorough assess-
ment can be made. This assessment
should begin with the same IAM
team that was assembled to organize
and to screen, but will likely require
additional input from inventors/en-
gineers, marketing personnel or even
industry/technology experts outside
of the company. While screening the
portfolio for value opportunities, the
team should ask the following types
of questions:

1. What patents or technology
areas/know-how can be licensed?
When licensing, a company should
consider whether the technology is
core to the business or product lines
and if it is being used to protect a
certain market or product. There are
reasons to license core technology,
including licensing to establish a
standard or licensing to a company
better equipped to maximize the
technology’s value (well known
brand name, larger distribution sys-
tem), but these types of decisions
must be rigorously analyzed and val-
ued. On the other hand, if the patent
or technology is not strategic to the
business, there may be an opportu-
nity to license, sell or donate, either
within the industry or outside.

Companies license for many rea-
sons, including as a strategy to
penetrate a market or establish a
standard, using licensing purely to
generate income or licensing to
form a strategic alliance to penetrate
new markets or geographic areas.
One basic way to identify licensing
opportunities for technology out-
side of a company’s core area is to
look at the patent classes estab-
lished by the PTO during the filing
process. The PTO classification may
provide a roadmap to look for po-
tential licensing opportunities. Li-
censing of important technology
outside of a core business was illus-
trated by the aerospace and defense
industries in the 1990s, which have
since realized that much of the tech-
nology they developed, for example
GPS, is applicable to consumer
products. In such a situation, licens-
ing to non-competitors outside of
the company’s core business is rela-

tively low-risk.
Another strategic reason to li-

cense, often to competitors within
the same industry, is to establish
cross-licenses for freedom to de-
sign. Especially common within
the semiconductor and computer
hardware industries, cross-licens-
ing to a competitor may not only
strengthen resources available to
a company, but it can also be a
defense against litigation.

Trademark licensing is a revenue-
generating opportunity many com-
panies overlook. For example,
Calvin Klein, an apparel company
with a strong and recognizable
name in clothing, has parlayed that
success into many areas including
perfume, makeup, shoes and sun-
glasses, among others, generating
substantial licensing income. Trade-
mark licensing can be risky, how-
ever, since quality control may be
difficult when using outside manu-
facturers and dilution of the value
and prestige of the mark can occur.

2. What can be commercialized?
The company should search for any
overlooked “gems” in the portfolio
that might be well-suited for a joint
venture or strategic alliance. A com-
pany with potentially valuable in-
tellectual assets, but lacking some
of the complementary assets to ex-
ploit it, may be able to partner with
another company to generate an en-
tirely new business opportunity. Al-
ternatively, there may be a viable
invention that can be developed in
house which fell through the cracks
and will be discovered during the
IAM process.

3. Are my technology rights be-
ing enforced? Multi-million dollar
awards for patent infringement
are common and companies who
are not actively policing their intel-
lectual property may be forgoing
not only sizeable damages awards,
but also market share and custom-
ers. Along the same lines, the com-
pany should explore whether any
licenses or development agree-
ments in force need to be audited
for royalty compliance.

4. Does the company have patents
that are about to expire or deemed

also essential, as they will likely be
responsible for maintaining the sys-
tem, reporting and disseminating
results, appointing “special teams”
to carry out directives and coordinat-
ing across business units and func-
tions. The majority of companies that
have been highly successful at IAM
have either hired dedicated resources
or carved out job responsibilities for
existing employees, with the sup-
port of management, for execution
of the IAM initiative.

Prior to screening, the team
must establish well thought-out
and useful criteria for categorizing
the patents. There is no standard
rule-of-thumb and criteria selection
will differ depending on the type of
organization and the industry. For
example, a semiconductor company
may screen its patents based on the
following criteria:

•Industry code (IPC code as cat-
egorized by the U.S. Patent &
Trademark Office)

•Technology family or business
unit

•Core/non-core
•Defensive/“in-use”

•Licensed out9

•Products which use or rely on
the patents

•Potential value of patent at high
level review (low, medium,
high)

•Age of patent
•Strength of patent
As new patents, invention disclo-

sures and know-how are added to
a company’s base of intellectual as-
sets over time, they must be subjected
to the screening process. This process
will result in centralization and a
high-level ranking/prioritization of
IAM efforts to facilitate the next task
in the IAM process, assessment.
Assets

Once the intellectual assets have
been clustered, screened and ranked

9. A company may want to create a separate,
but linked, database to track licensing activity
since it will require different information,
including fields for tracking royalty payment
due dates, milestones, payments received,
and auditing procedures, among others.
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ties of the competition can be a valu-
able piece of the IAM process and
will identify market trends, product
ideas, partners or joint venture op-
portunities, and potential licensing
opportunities (either out or in-licens-
ing). One important way to gain in-
sight into what the competition is
doing is to monitor and analyze pat-
enting activity and trends in the in-
dustry. Monitoring the competition’s
patenting activity gives substantial
clues as to where the market is
headed and, if monitored, can help
a company to secure rights in cer-
tain areas and to “head the compe-
tition off at the pass”. Another
revealing analysis used to identify
competitors or potential competi-
tors is to look for companies whose
patents cite the same prior art as
your company’s patents – they are
likely in a similar market space or
developing competencies that may
compete in your market niche and
should be watched. These companies
may also be potential licensees for
your company’s technology, or even
potential partners. Other sources of
competitive intelligence include pub-
lications, press releases, conferences,
hiring activity, joint ventures and li-
censing arrangements, contracts and
trade associations.

During this process a firm will
likely uncover many opportunities
to generate value from its intellec-
tual property. However, focusing on
a handful of key prospects to begin
with is important. A firm should
start with these “fast track” oppor-
tunities initially, to solidify manage-
ment buy-in and increase the chance
of success.
Extract Value

Once the IAM team has identified
the “fast track” opportunities re-
lated to its intellectual assets, it
should embark on several tasks.
First, a company must develop a
realistic timeline for completing the
identified opportunities. Second,
the group must establish a due dili-
gence and negotiation team for any
potential targets it has identified for
licensing. This team must be pre-
pared to discuss issues such as ex-
clusivity, scope of license (both

low-value and should be disposed
of? As discussed earlier in this ar-
ticle, patents are expensive to
maintain. Patent pruning can save
money, and if a patent is about to
expire and/or it is not being used
in a core product or market, it may
be worthwhile to let it expire. Simi-
larly, patents can be donated for
substantial tax write-offs, not to
mention the goodwill associated
with a donation. This is often an
area that can generate conflict
within an organization at the busi-
ness unit level and even between
inventors themselves. Inventors
and business unit leaders are, by
nature, proud of the patents that
they have produced, and care must
be taken to ensure that pruning of
patents and other intellectual assets
deemed as low-value is carried out
in a diplomatic and non-demoraliz-
ing fashion. Creating a criteria relied
upon to decide whether patent aban-
donment should be explored is im-
portant to standardizing this process.

Consideration must be given to
aligning employee incentives and
goals with the strategic objectives of
the company. For instance, a firm
that is focused on patent pruning
and patenting only strategic, core
ideas, must be careful not to pro-
vide the wrong incentives (such as
generous financial awards to in-
ventors who file or issue a patent,
regardless of its potential value),
but instead structure incentives
that are tied to the value or poten-
tial value of a patent or technol-
ogy. On the other hand, companies
like Hewlett-Packard and IBM are
among the leaders in the industry
for the number of new patents
generated, and have generous re-
wards for inventors who file and is-
sue patents, often regardless of the
perceived value.

5. What are my competitors do-
ing? An underlying factor in the as-
sessment process is the ability to
understand not only your own com-
pany and its intellectual assets,
product and market strategy and
value enhancing opportunities, but
also to understand those of your
competitors. Monitoring the activi-

geographic and product coverage),
terms and enforcement. Third, the
group needs to establish a team to
search for potential joint venture or
strategic alliance partners for intellec-
tual assets identified as suitable for
partnership. Fourth, the company
should perform a valuation of each
opportunity to come up with a real-
istic idea of what each option is
worth, especially if there are several
revenue generating opportunities for
one group of intellectual assets.
Maintenance and Reporting

The IAM process does not end
here. In fact, it is by its very nature,
evolutionary. Monitoring and ex-
tracting value are continual pro-
cesses that must be maintained and
tracked as the company, its technol-
ogy and the marketplace evolve.
Any licensing arrangements en-
tered into by the company should
be monitored through royalty au-
dits to ensure compliance. Joint
ventures or commercialization ef-
forts must be tracked and the com-
pany must make certain (through
various non-disclosure agree-
ments), that its intellectual prop-
erty is protected - especially when
dealing with outside parties. IAM
requires both discipline and cre-
ativity to ensure that maximum
value is being derived from the
company’s intellectual assets.

As with any business within a
company, results of the IAM pro-
gram must be measured and dis-
seminated to demonstrate its value
to management. The IAM team that
has been responsible for imple-
menting the IAM process should
also establish quantitative and
qualitative criteria by which to mea-
sure results. Measurement tools are
typically unique to the organization
and must be easily understandable
by management (visual tools, in-
cluding charts and graphics, are of-
ten helpful to easily disseminate
information). Some common mea-
surement tools include:

•Intangible value as a percent of
market value

•Patents issued compared to
peers and industry
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•R&D expenditures and return
on assets

•Licensing income
•Human capital (headcount)
•Customer base
•Product base
•Frequency of new product intro-

ductions/time to market
analysis

•Strength and age of the patent
portfolio

•Patents issued compared to sales
growth rate (are the patents
translating into revenue?)

Conclusion
A company that understands not

only its own intellectual asset posi-
tion but also the position and focus
of others in the market, and uses
this information to gain strategic ad-
vantage and long-term growth, has
achieved the goals of a successful
IAM program. The benefits of IAM
will permeate a company - from
revenue enhancement and cost sav-
ings to motivating researchers and
inventors and attracting talented
people- all of which generate share-
holder value in the long run. Using
the tools outlined above, a company
can begin to develop a systematic
approach to managing its intellec-
tual assets within the firm to gener-
ate immediate short-term financial
gain, and also to maximize its com-
petitive position for long-term future
growth. Over time, a well planned
and supported IAM program will
become embedded in the company’s
culture, day-to-day operations and
procedures and employees will begin
to think strategically with regard to
intellectual assets throughout all fac-
ets of the organization.
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