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resent almost 95% of businesses and contribute

significantly to global GDP' not all type of SMEs
own or manage Intellectual Property rights to support
their business. It depends on their size, the type of
activities that contribute to their competitiveness and
also the sector in which they operate.? Thus small busi-
nesses carrying out R&D activities in the life science
sector or in other industries that are innovation inten-
sive are more likely to be aware of the strategic role of
Intellectual Property. By contrast, small retail compa-
nies usually own one or two trademarks and domain
names protecting their business and main product or
service identity at a national level, as their customer
base is only domestic or local. They do not use Intellec-
tual Property to i.e. access new markets or to collabo-
rate with others to develop new products and services
because of their lack of sophistication.’

But in the so-called 21st century knowledge-based
economies, where intellectual capital is key for the
development of added value technologies and services,
the use of Intellectual Property is crucial for innovative
SMEs to successfully link R&D and innovation efforts
with commercialisation and internationalisation.

Those innovative Small Medium Entities are what
we call “Super Monetisation Enterprises,” as they
are able to introduce disruptive, niche innovations into
global markets and are aware of the vital contri-
bution of Intellectual Property assets creation and
management to their business strategy and capita-
lising on differentiation.

Intellectual Property management and owner-
ship then allows the Super Monetisation Enter-
prise to appropriate internal R&D developments, to

Even though Small Medium Entities (SMEs) rep-
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embrace open innovation and
to leverage its market position
across Global Value Chains.

Super Monetisation Enti-
ties contribute to economic
growth by introducing com-
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mercial, scientific and techno-
logical knowledge embedded
in inventions and capital 1 as
intellectual Property to the
markets.

Super Monetisation Entities challenge established
businesses and monopolies by creating more efficient
customer relationships, adding disruptive features to
existing products and services or by introducing new
ones, thus improving client’s satisfaction and expe-
rience, gaining competitive advantage and driving eco-
nomic growth and technological change.

Intellectual Property Management and Valori-
sation are at the heart of the Super Monetisation
Entity’s strategy.

Super Monetisation Entities are relevant holders of
Intellectual Property assets in accordance with their
capabilities and intensive focus on innovation and new
product development. According to some innovation
metrics, they are found to produce more than twice
as many innovations and file more patents and trade-
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Table 1. IP Intensity, Relative To Assets, Of SMEs Versus
(Rogers, Helmers & Greenhalgh, 2007)

Large Films B sMEs

0.45

0.40

0.35

0.30

0.25

0.20

0.15

0.10

0.05

0.00 T . T

UK Community UK Patents EPO
Trademarks Trademarks Patents

3. Suzanne S. Harrison, Patrick H. Sullivan, “Edison
in the Boardroom Revisited: How Leading Companies
Realise Value from Their Intellectual Property,” (2nd
Edition) htip://eu.wiley.com/WileyCDA/WileyTitle/
productCd-1118004531.html

4. Intellectual Property: Powerhouse for Innovation and
Economic Growth  Attps://cdn.iccwbo.org/content/uploads/
sites/3/2011/02/Intellectual-Property-Powerhouse-for-
Innovation-and-Economic-Growth.pdf.

September 2017




150

marks applications per employee than large firms.*

Thus, Super Monetisation Entities sustainably drive
the Darwinian innovation cycle of creative destruction,’
because of their ability to change market rules through
the introduction of disruptive technologies and inno-
vations and also due to the fact that established compa-
nies “experience innovative inertia because of limited
management attention to new business, management
misperceptions of competitive threats and opportu-
nities, organisational rent seeking and bureaucratic
routines.”® Thus, we find many examples of leading
companies who have introduced disruptive technolo-
gies and monopolise their objective market but then
are unable to find the path for sustainably delivering
new innovations and products, or anticipate their cus-
tomers’ new likes. “While Kodak invented many of
the core technologies underlying digital cameras, its
management was too addicted to the steady flow of fat
profits from its film, paper, and chemical franchises to
risk cannibalising it. Hence,

the fact that Super Monetisation Entities’ management
is extremely focused on creating new Intellectual Pro-
perty linked to radical innovations, makes its advanta-
geous market position and leadership inevitable.

The IP marketplace’® or the market for inventions’
plays a vital role for Super Monetisation Entities to le-
verage codified and tacit knowledge and experience, to
strengthen their competitive advantage, and to deliver
new products and services, creating new markets and
gaining clients via IPRs.

We define I[P monetization-valorisation as the dif-
ferent options available to Super Monetisation Entities
in the IP Market to leverage internal or external codi-
fled knowledge for competitive advantage: “Preventing
others from copying products or services, improving
chances of securing investment, obtaining licensing re-
venues, improving chances/quality of liquidity (e.g. ac-
quisition/IPO) preventing patent infringement actions

Kodak let others pioneer the q .
field, waking up too late to Table 2. Optimized Allocations

catch up.”” Established firms
also face The Innovator’s
Dilemma when managing

[P Thus, big firms are very
conservative when creating

Technology categorisation Start- up New entrant Leading
(moderate size) | company
(high mkt share)
Sustaining technology 10% 20%

(improvement to existing market)

and managing their IP port-
folios.® Their IP assets mainly
relate to technologies and

Sustaining technology
(applied to new market)

20%

services that already contri- | Disruptive technology

15%

bute to sales and incomes

Total Budget

100%

but not to future options

linked to disruptive techno- S
IR ENCiicRtIl Table 3. ICT SMEs’ Reported Goals For Using IPR. (IDC, 2008)
can win the next markets to

the detriment of alternatives

developed by newcomers
and competitors. This gap in
[P management can deter big

firms’ ability to take advan-
tage of their market supre-
macy and is a further signal
of complacency. By contrast,

Patents | Copyright | Trademarks | Registered | Utility
Designs Models

Launch new products 69% 81% 71% 67% 63%
and services; exploit
new innovations
Exchange, license, 10%46% 21% 19% 23% 18%
collaborate
Gain access to funding 34%% 27% 18% 26% 16%
Block competitors 32% 23% 12% 16% 14%

5. https://en.wikipedia.org/wiki/Creative _destruction.
6. “The Innovative Enterpreneur: Daniel E Spulber.”

7. “Polaroid, Kodak, Apple: No One Escapes the Winds of
Creative Destruction.” https://www.forbes.com/sites/billfrezza/
2012/09/05/polaroid-kodak-apple-no-one-escapes-the-winds-of-
creative-destruction/#22aa9a75d002.

les Nouvelles

8. “Welcoming ‘The Innovator’s Dilemma,”” /AM Magazine
http.//www.iam-media.com/Search?qs = Welcoming +%E2%80%
98the +innovatorBE2%80%99s +dilemma +IAM+Magazine.

9. “Shortcomings on the Market for IP” http://tinyurl.com/
ybtuxrwu

10. Stuart J. Graham, Ted Sichelman, “Why do start up

patent?” http://scholarship.law.berkeley.edu/cgi/viewcontent.
cgifarticle=1757&context=>btlj.



The ‘Age of Innovation’ is upon us
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against the company; improving the company’s nego-
tiation position with other companies (e.g. cross-licen-
sing) and enhancing the company reputation image.”"

But, despite all the existing empirical evidence avai-
lable on the advantages that [P management can bring
to innovative firms for accessing new clients and mat-
kets, seeking investment, building strategical partner-
ships and collaborations or enhancing its reputation,
not too many innovative SMEs are engaged with the
patent system."

One of the reasons for innovative SMEs not
being fully aware of the opportunity that IP mar-
kets offer is the current transition from the manufac-
turing age—towards the age of innovation.

In such context, IP systems differences, lack of smart
capital, costs and access to expertise amongst other
problems in the IP market® reduces or limits innova-
tive SMEs’ ability to develop internally sustained IP
strategies and fully deploy the role of intangible assets
for value capture from a very early stage.

Putting IPRs to Work for Sustained Innovation
and Competitive Advantage

Super Monetisation Entities are rich in IP assets and
[P management capabilities developed both internally
and outsourced. They also tend to be specialised in
niche areas and are flexible, thus needing and being
able to scale up into new international markets.
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Thus govern-
ments are increa-
singly trying to pro-
mote the strategic
use of IP by inno-
vative firms in the
new  knowledge-
based economies,
where the ability to
appropriate  tech-
nological and mar-
ket differentiation
is crucial for new
companies’ abi-
lity to growth and
conquer new mar-
kets.

“The key role of
[P in the success
of start-ups and innovative SMEs has long been reco-
gnised: it allows innovative businesses to appropriate
the results of their creativity, inventiveness and R&D
investments, and creates an incentive for further in-
vestment in innovation®. Recent data from the EU Intel-
lectual Property Office (EUIPO) show that businesses
using IP rights perform better, and this is particularly
true in the case of SMEs. SMEs owning IP rights have
almost 32 percent higher revenue per employee than
SMEs that do not. They also expand their workforce
faster and pay higher salaries. IP is therefore key for
smart and sustainable growth.”"

Also, the phenomenon of the so-called Gazelles enti-
ties (all enterprises up to five years old with average
annualised growth greater than 20 percent per annum
over a three-year period) is associated with Intellectual
Property use and great innovation potential.™

Super Monetisation Entities’ ability to align its
organisational and management operations towards

© Age of Innovation
ans-7

Companies thal place
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Table 4: U.S. Gazelles And High-Impact Firms

Number of Period Number Of | Job Change | Revenue Change
Employed Gazelles ($1,000s)

1994-1998 309,160 3,018,440 $577,533,025
1-19 1998-2002 301, 275 3,573,918 $716,504,242
2002-2006 283,308 2,883,475 $589,072,471
20-499 1994-1998 43,342 3,014,683 $762,963,829
1998-2002 42,390 3,291,048 $957,923,241
2002-2006 39,617 2,138,682 $1,014,653,361
500-plus 1994-1998 1,547 5,063,517 $$1,195,977,664
1998-2002 1,665 4,515,417 $1,841,396,607
2002-2006 1,485 2,514,558 $1,663,635,336
1994-1998 354,049 11,096,640 $2,536,474,518
etz 1998-2002 345,330 11,380,383 $3,515,824,090
2002-2006 324,410 7,528,715 $3,267,361,168

Number of Period Number Of High- | Job Change | Revenue Change

Employed Impact Firms ($1,000s)

1994-1998 327,397 3,170,729 $346,038,292
1Hk 1998-2002 278,190 3,577,111 $423,042,570
2002-2006 359,289 4,041,099 $425,041,975
1994-1998 23,464 2,788,969 $503,059,203
20-499 1998-2002 20,601 2,966,647 570,102,604
2002-2006 16.523 2,001,835 $549,674,434
1994-1998 1,253 5,501,049 $1,110,073,562
S e 1998-2002 1,182 5,192,558 $1,657,759,197
2002-2006 793 2,966,826 $1,060,128,527
1994-1998 152,114 11,460,747 $1,959,171,057
Total 1998-2002 299,973 11,737,316 $2,650,904,371
2002-2006 376,605 9,009,7760 $2,034,844,936

Source: Corporate Research Board, American Corporate Statistical Library (2007). Ace, Parsons and Tracy (2008)

the development of new technolo-
gies and innovations in very specific
niche markets place them in a better
position to deliver a more agile res-
ponse and reaction to different cus-
tomer demands and change of needs.
“In some particularly fast-paced and
innovative industries, which include
process control equipment and infor-
mation technology, capital intensity
is a less important constraint. An
innovative SME may be more easily
able to focus on a narrow range of
specific inventions. Organisational
differences—such as a less bureau-
cratic, more innovation-focussed ma-
nagement structure or more direct
incentives to succeed—may also give
SMEs a relative advantage over their
larger counterparts in developing
innovations.”™

When Super Monetisation Entities’
products and technologies are domi-
nant and irreplaceable in a specific
industry, they became “indispensable
and non-substitutable in the whole
Global Value Chain (GVC).” Such
firms can be described as the “bott-
leneck” of the GVC (Jacobides et al.,
2006). Example of such bottlenecks
are the so-called “hidden champions”
(Simon, 2009): firms that capture
high shares of the world market in
specific products (Table 5). Hidden
champions usually have state-of-the-
art technology and superior product
quality in niche products, both of

Table 5: Examples Of “Hidden Champions”

Company Main Product World Share
Dr. Suwelack Collagen 100%
Skysails Towing kite wind propulsion system 100%
Ulvac LCD panel coating 96%
Nivarox Regulating mechanism for wristwatch 90%
GKD- Gebr. Kufferath Metal fabrics 90%
Saes Getters Barium getters 85%
alki-Technik Special screw systems 80%
Delo Adhesives for chip modules on smart cards 80%
Nissha Small touch panel 80%
Kern-Liebers Springs for safety belts 80%
Weckerie Lipstick machines 80%
Omicron Tunnel grid/tunnel probe microscopes 70%

Source: Simon (2009), Hidden Champions of the 21st Century, Springer Publishing. Supporting Investment in Knowledge Capital, Growth and Innovation OECD 2013

152 les Nouvelles



which rivals find very hard to match.”"

In terms of patent ownership, while “large corpora-
tions have six patents per 1000 employees, the Hidden
Champions have 31. The costs of a Hidden Champion
patent are only about one-fifth of those in a large cor-
poration.”'¢

Super Monetisation Entities also use Intellectual Pro-
perty strategically. For instance, “lead firms in electro-
nics GVCs have deployed standards not only to enhance
knowledge transfer to their suppliers, but also to lower the
barriers to entry in the corresponding segment of the
GVC and increase competition among suppliers (Shapi-
ro and Varian,
1999).”"

Thus, accor-
ding to Jorge
L. Contreras,"”
innovative
companies
deactivate
strategically
their  ability
to enforce
their patents
Source® to induce
other firms to

Figure 6. The Confluence Of The Driv-
ers Of Productivity Growth In 21st
Century Knowledge Economies

adopt their technology: “The action that the pledgor
seeks to induce in others can vary, but it is generally
related to third parties’ adoption of certain technology
choices that are favoured by the pledgor. There are
three principal sub-categories of inducement pledges:
those intended to induce other firms to adopt and
make investments in products that comply with one or
more interoperability standards, those intended to in-
duce other firms to adopt a particular technology plat-
form favoured, if not actually sold, by the pledgor, and
those intended to induce market participants to adopt
a broad platform technology. In each of these cases,
the pledgor calculates that it is likely to derive greater
benefit from the behaviour that it seeks to induce in
others than from using its patents to exclude others
from the market.”

The Super Monetisation Entity and the Digital
Challenge and Opportunity

As innovations can be codified via IPRs in the new
Connected-4.0 knowledge-based economy, where a
number of connected questions rapidly arise, “inclu-
ding those relating to the models for successful exploi-
tation of digital intellectual property, the future of
patent law vis-avis creative computers, or the regime
of data ownership and privacy in the big data environ-
ment,”"® Super Monetisation Entities are best placed

Figure 7. Intensity And Development Speed In ICT-related Technologies, 2000-12
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are defined on the basis of their International Patent Classification (IPC) codes. Source: OCED (2015c) Science, Technology and Industry Scoreboard 2015,
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Figure 8. 4th Year Maintenance Rate vs. Forward Citation Rate

As a percentage of all ICT- related patent applications also belonging to other technology fields
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Note: Patent counts are based on the priority date. Source:OECD (2015a) Digital Economy outlook, OECD Publishing, Paris,
based on OECD, Patent Database, February 2015. http://dx.doi.org/10.1787.888933224483.

for benefiting from the intangible nature of intellectual
property assets, allowing them to deliver innovative
products and services in new markets and gaining cus-
tomers directly or through partner collaborations, ie.
through 3D printing. “The potential advantages of 3D
printing are numerous for innovation-intensive compa-
nies. In particular, 3D printing allows them to reduce
their overheads when developing, desighing and tes-
ting new products or improving existing ones. They no
longer have to pay for costly prototypes but can rapidly
and cheaply undertake multiple iterations of complex
elements in-house using 3D printers.”"”

In the new hyper-connected industry, where
knowledge-based capital, Global Value Chains and ICT
are the drivers of productivity growth in the 21st cen-
tury,”® Super Monetisation Entities profit from IP asset
management to retain competitive advantage and seek
complementarities.

“The concept of complementary assets is a very
relevant one since it highlights the fact that the suc-
cessful commercialisation of an innovation requires
manufacturing, marketing and after sales capabilities,
among other factors. This means that appropriability
cannot be entirely dependent on the more or less suc-
cessful features of the technology to be protected, but
is heavily based on the firms’ other capabilities.””’

IP: Towards a Recognised Valuable Asset

As governments move toward [P Systems harmonisa-
tion, traditional institutions, legal, banks, stakeholders
through the innovation value chain, will be more likely
to recognise the economic value of IP assets and thus

les Nouvelles
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Figure 10. Valuation Purposes & Standards
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the importance of IP markets and IP valorisation will
increase for extracting-realising value from innovation
activities.

This inertia will help to develop new economic dy-
namics based on intangible capital ownership, on the
acknowledgement that I[P mainly:

¢ Allows innovative firms to appropriate market and
technology differentiation and protect and expand
market share;

¢ Allows innovative firms to collaborate with exter-
nal firms with complementary assets.

“SMEs can use patents as enablers of open innova-
tion in order to connect their technological innovations
with the complementary assets needed for commercia-
lisation (e.g., Chesbrough, 2003, 2006; Chesbrough et
al., 2000; Enkel et al., 2009; Gassmann et al., 2009;
Dahlander and Gann, 2010; Bogers et al., 2012+ ).”

And therefore, IP represents a signal of innovation
capacity for investors and a source of finance.

“First, IPRs help to reveal to investors the quality of
the firm’s management and of its technological capabi-
lities. Second, as legally protected economic resources,
[PRs can raise the projected profitability of a firm, and
can be separated from the business and sold in case of

financial distress.”*
Conclusion:

Because innovative SMEs are stronger at integrating
technology and customer needs than big firms but lack
other complementary assets, they need to recognise
and institutionalise intangible capital management as
a principal means to valorise—capture strategic value
from—their innovation efforts.

When doing that, they become Super Monetisation
Entities, and are best positioned to leverage their po-
sition within the innovation ecosystem and navigate
through the current “extreme uncertainty”* towards
sustained benefits. ll
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