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Foreword

Activities regarding intellectual property have been initiated nationwide, such as
the enactment of the Strategic Program for the Creation, Protection and
Exploitation of Intellectual Property, and the establishment of the University
Intellectual Property Department.

Under these circumstances, National Center for Industrial Property Information
(NCIPI) has been introducing measures for encouraging patent licensing for
promoting utilization of intellectual property. As a part of its diverse activities,
“International Patent Licensing Seminar” was held in this year as well.

The Seminar was held to enhance awareness in Japan of the importance of patent
licensing and to develop human resources in this field. Specialists from various
countries attended, and discussions regarding patent licensing and technology
transfer made from this multilateral perspective.

Approximately 70 specialists in the field of patent licensing and technology
transfer discussed various issues surrounding universities, local areas and
enterprises, in the form of plenary speeches, panel discussions and workshops.

We very much appreciate your great support and cooperation to the Seminar,
which brought it to a successful conclusion, and sincerely hope that the Seminar

can help you to collect valuable information and to network with others.

International Patent Licensing Seminar 2004
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Opening Address: Yuzuru Fujiwara, Chairman, Keynote Speech: Mikio Sasaki, President, Mitsubishi Corporation
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Opening Address: Yasuo Imai, Commissioner, Japan Patent Office Keynote Speech: Phillip Stern, CEO, yet2.com Inc.
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Plenary Address: Patricia Harsche Weeks, President, AUTM

Hajime SASAK
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Keynote Speech: Hajime Sasaki, Chairman of the Board of Directors, Plenary Address: Melvin Jager, Immediate Past President, LESI

NEC Corporation
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Keynote Speech: Henry Chesbrough, Executive Director, Cabinet Secretariat

Haas School of Business, UC-Berkeley
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International Patent Licensing Seminar 2004
The total number of participants

Monday, January 26, 2004 1030
Tuesday, January 27, 2004 910
Wednesday, January 28, 2004 890

Total 2830
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Program

Monday, Jan. 26, 2004
10:00-12:00 Opening Address
Yuzuru Fujiwara, Chairman, NCIPI

Guest Speech

Yasuo Imai, Commissioner, Japan Patent Office

[K-1] Keynote Speeches (1)

Mikio Sasaki, President & CEO, Mitsubishi Corporation
“Corporate IP Strategy-The Case of Mitsubishi Corporation”

Phillip B. Stern, CEO, yet2.com Inc.
“Achieving Excellence in Technology Transfer”

13:00-14:40 Panel Discussion
[A-1] “Innovative University TLO Management: Learning From Overseas Cases”
Moderator: Akio Nishizawa, Professor, Graduate School of Economics and Management, Tohoku University
Panelists: Louis Berneman, Managing Director, CTT, University of Pennsylvania
Timothy Cook, Managing Director, Isis Innovation, Ltd., University of Oxford
Wenjiang Ding, Associate President, Shanghai Jiao Tong University

[B-1] “Intellectual Property as a Management Resource: Technology Alliances”
Moderator: Masahiro Samejima, Attorney at Law and Patent Attorney, Matsuo & Kosugi
Panelists: Masahiro Ezaki, Director, Intellectual Property Department, Toyota Motor Corporation
Ira Blumberg, Director, Intel corp. IP and Licensing Corporation
Allan Foster, IPR Director, Nokia Japan Co., Ltd

15:00-16:40 [A-2] “Collaboration between TLOs and University IP Departments”
Moderator: Isamu Shimizu, Executive Director, The Circle for the Promotion of Science and Engineering
Panelists: Masatoshi Ishikawa, Assistant Vice Chancellor, The University of Tokyo
Wataru Koterayama, Director, IP Head Office, Kyushu University
Tsuneshichi Tanaka, Council for Chancellor, Ritsumeikan University
Commentators: Takashi Sawai, Associate Vice President, General Manager, IP Business Headquarters,
NTT Advanced Technology Corp.
Catherine Garner, Vice President, AUTM

[B-2] “Corporate Risk Management: Licensing as a Means for Avoiding Disputes”
Moderator: Kenichi Nakano, General Manager, Licensing Division, A. Aoki, Ishida & Associates
Panelists: Kunizo Suzuki, Senior Manager, Japan Legal & IP, Texas Instruments Inc.
Melvin F. Jager, Former President, LESI / Managing Director, ICMB Ocean Tomo
Dall Ryong Choi, President, Patent Attorney, D.R.CHOI International Patent Office

13:00-16:40 [W-1] “Provision of Employee Inventions and the Issue of Ownership: Who Owns Intellectual Property?”
Moderator: Akimitsu Hirai, President, Attorney at Law and Patent Attorney, Lexwell Partners
Panelists: Toshiya Watanabe, Professor, RCAST, The University of Tokyo
Kenichi Kumagai, Professor, IP Law, Kyushu University Graduate School of Law
Akira Yamada, Director, Technology Transfer Division, Kansai TLO
Zenichi Kitao, Manager, Planning Group, Intellectual Property Department, Omron
Heinz Goddar, Partner, European Patent Attorney, Boehmert & Boehmert

17:00-19:00 [N-1] Discussion session

Tuesday, Jan. 27, 2004

10:30-12:30 [K-2] Keynote Speeches (2)
Hajime Sasaki, Chairman of the Board, NEC Corporation
“IP Strategy in a Front Runner Era”

Henry Chesbrough, Executive Director, Center for Technology Management, Haas School of Business,
University of California-Berkeley
“Open Intellectual Property: A New Perspective on Managing IP”

13:00-14:40 Panel Discussion
[A-3] “Strategies for International Expansion by Universities and Public Institutions: Technology Marketing”
Moderator: Takafumi Yamamoto, CEO & President, CASTI, Ltd.
Panelists: Hideo Samura, Vice President, AIST Innovations
Catherine Garner, Vice President, AUTM
Nathan Hill, Managing Director, Qi3 Ltd.
Michael Wasserman, Manager, Innovation Foundation

[B-3] “Utilization of IP-Toward a New Phase”

Moderator: Junichi Kikuchi, Professor, Aoyama Gakuin Joshi College

Panelists:  Yasuyuki Ishii, Manager, Legal Risk Management Division, Millea Holdings
Ellie Okada, Professor, International Social Science, Yokohama National University
Hideki Otsuyama, President and COO, PLX K.K.

18 International Patent Licensing Seminar 2004



15:00-16:40

13:00-16:40

[A-4] “Human Resource Development in the IP Field by Universities and Corporations”
Moderator: Junichi Kitami, Professor, Tokyo Institute of Technology
Panelists: Megumi Takata, Associate Professor, Kyushu University Business School
Kenji Hara, Executive Manager, Technology Management Department, Recruit Co., Ltd.
Uwe Haug, Head of International Affairs, Steinbeis Foundation

[B-4] “Current Status and Issues on University-Industry and IP Business in China”
Moderator: Atsushi Sunami, Associate Professor, National Graduate Institute for Policy Studies
Panelists:  Yasuyuki Sugiura, Director, Institute of International Strategy, Mitsubishi Corporation
Chixue Wei, President, King & Wood
Michael O’Keeffe, President, Kroll International Inc. Japan

[W-2] “Current Status and Issues Surrounding Universities: Ideal Form of University-Industry Collaboration”
Moderator: Akio Nishizawa, Professor, Graduate School of Economics and Management, Tohoku University
Panelists: Takashi Sawai, Associate Vice President, General Manager, IP Business Headquarters,
NTT Advanced Technology Corp.

Toru Tanigawa, Vice President, IP Head Office, Kyushu University

Kathleen Denis, Associate Vice President, Technology Transfer, The Rockefeller University

Patricia Harsche Weeks, President, AUTM
Commentators: Masahiro Hashimoto, Ministry of Economy, Trade and Industry

Satoshi Tanaka, Ministry of Education, Culture, Sports, Science and Technology

Wednesday, Jan. 28, 2004

10:30-12:30

13:00-14:40

15:00-16:40

[K-3] Plenary Address
Patricia Harsche Weeks, President, AUTM
“The Promise of Academic Technology Transfer”

Melvin F. Jager, Immediate Past President, LESI/Managing Director, ICMB Ocean Tomo
“Licensing and Networking in the New Global Economy”

Hisamitsu Arai, Secretary-General, Intellectual Property Strategy Promotion, Cabinet Secretariat
“The Road of an Intellectual Property-Base Nation”

Panel Discussion
[A-5] “Successful Technology Transfer Cases through Measures for Patent Licensing Promotion Activity”
Moderator: Yasuji Kuramochi, Executive Director, National Center for Industrial Property Information
Panelists: Yosuke Yamada, President, Zenken Co., Ltd.
Etsuo Sawano, President, Sawa Industry, Co., Ltd.
Yoji Nakashima, President, Nack Co., Ltd.

[B-5] “Technical Know-How in IP Transaction Business”
Moderator: Hitoshi Yoshino, CEO, IPX Corporation
Panelists:  Zinzo Fujino, Manager, NGB IP Research Institute
Colin Hunsley, Global Director, BTG PLC Licensing Group
Carl Wootten, President, DeltaTech International LLC

[W-3] “University/TLO Network for Next-Generation Technology Transfer Experts”

Moderator: Shigeo Hatatani, Technology Transfer Coordinator, Tokyo Institute of Technology

Panelists: Megumi Takata, Associate Professor, Kyushu University Business School
Toshikatsu Miki, Professor, The Faculty of Engineering, Yamaguchi University

[A-6] “The Role of Public Institutions in Contributing to Local Business Development”
Moderator: Kozo Kubo, Associate Professor, Nara Institute of Science and Technology
Panelists: Masataka Hashimoto, Director, Tokyo Intellectual Property Center
Tadao Fujita, Mayor, Ube City, Yamaguchi Prefecture
Tamizo Kusano, Director, University Industry Corporation, Kumamoto Technology and
Industry Foundation

[B-6] “IP and Innovative Technologies: Biotechnology”
Moderator: Hiroshi Akimoto, Executive Managing Director, IP Dept., Takeda Chemical Industries, Ltd.
Panelists: Masao Haruna, Department Manager, IP Department, Chugai Pharmaceuticals Co., Ltd.
Koji Nishio, Chief Research Associate, Fujitsu Research Institute
Thomas Zindrick, Vice President & Associate General Counsel, Amgen Inc.
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Hajime Sasaki

Chairman of the Board
NEC Corporation

Mr. Hajime Sasaki completed Master’s course of the
Graduate School of Mathematics and Physics, the
University of Tokyo and entered NEC Corporation in
1961. He was appointed as Associate Senior Vice
President in 1988 and Chairman of the Board in 1999.
He was awarded the Third Millennium Medal and the
Robert N. Noyce Medal from IEEE, and the
Distinguished Achievement and Contributions Award
from the Institute of Electronics, Information and
Communication Engineers. He is also a Foreign
Associate of National Academy of Engineering. Mr.
Sasaki is Standing Director of Nippon Keidanren and
Chairperson of Committee on Global Environment and
Energy Issues, Keizai Doyukai (Japan Association of
Corporate Executives).
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Mikio Sasaki

President & CEO
Mitsubishi Corporation

Mr. Mikio Sasaki graduated from School of Science and
Engineering, Waseda University. He entered
Mitsubishi Corporation in 1960. After filling the posts
of President of Mitsubishi International Corp. (Iran),
Ltd., General Manager of Heavy Machinery Division,
and General Manager of Plant & Ship Division, Mr.
Sasaki became Member of the Board in 1992, President
of Mitsubishi International Corporation in the U.S.A. in
1993, and Executive Vice President in 1994. He has
been in the current post since 1998. At present, Mr.
Sasaki is Vice Chairman of the Tokyo Chamber of
Commerce and Industry, Vice Chairman of Japan
Foreign Trade Council, Inc., Chairman of Internaional
Chamber of Commerce (ICC), Japan, member of
Information Economy Subcommittee, Industrial
Structure Council, Ministry of Economy, Trade and
Industry, as well as Vice Chairman of Nanotechnology
Business Creation Initiative.

T4V T e A —V

Ay bY—ah L7

W EALH

R4 FHIZBWCERERE SR L BB L
#B, kKKFarvyrrs v ety FrE-&
AN —ETOAYYIT 4 VT EBEERT,
19994E124 v b - v — -+ Ky baaizdkmiksr
HELTSMW, 20024, QEDS ¥ FL 2 F a7
VT a8 412 & B RAEIRIBUC R, IR
HZITHEL. FIZy 7% 4 b (yvet2.com : ¥%
WEHY = 74 b)) 2. W03 2 Zofl
IR B — ¥ 2 DSEEAS I, 20044E
1H. QEDA Y F L7 F a7 7axs 1 4tk
B2k, f =y by—- a2l - fvo%¥b L
. RERE TR T,

Phillip Stern

Chief Executive Officer
yet2.com.Inc.

Phil Stern co-founded yet2.com Inc. in 1999 after 13
years in general management and strategy consulting.
In 2002, yet2.com was acquired by Scipher plc and
merged into Scipher’s IP subsidiary, QED. QED
Intellectual Property is now the largest international
IP consulting and licensing firm. The firm serves
clients interested in developing, organizing and lever-
aging their intellectual assets, as well as in related
strategy development and licensing transactions. At
yet2.com, Phil served as Chief Operating Officer, man-
aging the Website and IP services operations. Prior to
yet2.com, Phil managed the Professional and Technical
Imaging business for Polaroid Corporation, where he
was Division Vice President. He also led strategic
planning for the company’s $1 billion Commercial
Imaging division. Phil’s strategic consulting experi-
ence at Bain & Company and McKinsey & Company
focused on developing strategies for a wide variety of
high tech, manufacturing, and financial services com-
panies, implementing operations and manufacturing
improvements, and managing financial and strategic
planning processes. Under the circumstances that
QED is split into two groups in January, 2004, he
founds and becomes CEO of yet2.com, Inc.
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Henry Chesbrough

Executive Director,

Center for Technology Management
Haas School of Business, University of
California-Berkeley

Dr. Henry Chesbrough graduated from Yale
University. He has an MBA from Stanford University
and Ph.D. from UC Berkeley. He was appointed as
Senior Executive of Quantum Corporation, a leading
disc drive manufacturer in the U.S. after experiencing
consulting business at a major U.S. consulting firm,
Bain & Company. Dr. Chesbrough became an assistant
professor at Harvard Business School and he was
appointed as Executive Director of Haas School of
Business, UC Berkeley in August 2003. He is an author
of “Open Innovation”.
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455588 &/ Plenary Speaker

Hisamitsu Arai

Secretary-General
Intellectual Property Strategy Headquarters
Cabinet Secretariat

Mr. Hisamitsu Arai graduated from Faculty of Law, the
University of Tokyo. He entered Ministry of
International Trade and Industry (now Ministry of
Economy, Trade and Industry) in 1966. After filling the
posts of Director-General of International Economic
Affairs Dept., International Trade Policy Bureau and
Director-General of Bureau of Equipment, Japan
Defense Agency, he became Commissioner of the Japan
Patent Office in 1996 and Vice Minister for International
Affairs, MITI in 1998. He was also appointed as Vice
Chairman of Nippon Export and Investment Insurance.
He has been in his current post since 2003. Mr. Arai is
the author of “It’s the Age of Pro-Patent in Japan”.
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Melvin Jager

Immediate Past President
LESI

Managing Director

ICMB Ocean Tomo

Mr. Melvin F. Jager received his Juris Doctor’s degree
from University of Illinois College of Law. After lead-
ing the licensing practice group at Brinks, Hofer,
Gilson & Lione, a major U.S. law firm, as managing
director he began to participate in January 2004 in
ICMB Ocean Tomo - a merchant bank supporting
from a financial standpoint businesses and investors as
they face various intellectual-property-related prob-
lems encountered in asset management, risk manage-
ment and mergers and acquisitions. He served as
President of Licensing Executives Society International
from 2002 to 2003. Mr. Jager is the author of “Trade
Secrets”.
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Patricia Harsche Weeks

President

Association of University Technology Managers
Vice President

Planning & Business Development

Fox Chase Cancer Center

Ms. Patricia Harsche Weeks has a master’s degree
from the University of Pennsylvania. She is responsible
for the negotiation of all commercial agreements of
Fox Chase Cancer Center as Vice President, Planning
& Business Development. She was appointed as
President of AUTM in January 2003.
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Hiroshi Akimoto

Executive Managing Director, Intellectual
Property Department
Takeda Chemical Industries, Ltd.

1994- : INTERPAT (member and Japanese representa-
tive of Executive Committee)

1994- : MICROPAT (member and Japanese representa-
tive)

1994- : Nippon Keidanren (member, Intellectual
Property Committee)

1994- : Japan Pharmaceutical Manufacturers
Association (Vice-Chairperson, Intellectual Property
Committee)

1997-99: Japan Pharmaceutical Manufacturers
Association (Chairperson, International Department)
1999- . Japan Pharmaceutical Manufacturers
Association (Chairperson, Domestic Department)
1994 - : Intellectual Property Association of Japan
(Representative member)

1997-1999 : Intellectual Property Association of Japan
(Managing Director)

2000: Intellectual Property Association of Japan
(Auditor)

1994-: AIPPI (Representative member, Japanese
Section, member in successive committees)

1998- : Japan Industrial Law Association
(Representative member)

2000-:Japan Bioindustry Association (Chairperson,
Intellectual Property Subcommittee)
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Junichi Kikuchi

Professor
Aoyama Gakuin Joshi College

Member, Intellectual Property Association of Japan
Director, the Japan Society for Science Policy and
Research Management

Member, Steering Committee, Pan-Pacific Association
of Input-Output Studies

Member, Council for Minister of METI, Section of
Technology Evaluation

Chairman, Committee of Surveying needs for
Evaluation System of Intangible

Lecturer, Advanced Technology IP School at
University of Tokyo

“High Technology and Economy” (Iwanami Publishing
Co.)

“Valuation of Intellectual Property and Intangible
Assets” (Chuo Keizai Publishing Co.)

“Technological Forecasting toward 2010” (Nikkan
Kogyo Publishing)

“Economic Valuation of Intellectual Property Rights as
Manageable Resources (Sosiki Kagaku)”

After 1989, I have served as chairperson for 16 govern-
mental investigation/research group meetings on intel-
lectual property rights and technology transfers, and
as a member for 12 such meetings. I have given 45 lec-
tures on related topics.
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Junichi Kitami

Professor
Tokyo Institute of Technology
Frontier Collaborative Research Center

- AUTM

- Intellectual Property Association of Japan

- The Japan Society of Science Policy and Research
Management

- The Iron and Steel Institute of Japan, Director

- Engaged in planning and practice of Law Promoting
Technical Transfer from Universities to Industry,
Industrial Revitalization Law (Japanese equivalent of
the Bye-Dole Act) and Law concerning the
Improvement of Industrial Technology Strength at
Ministry of Economy, Trade and Industry.

- Engaged in academia-industry cooperation activities
including technology transfers at Tokyo Institute of
Technology.
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Kouzou Kubo

Associate Professor
Nara Institute of Science and Technology

Japan Industrial Property Law Society

Fashion Environment Society

Technology Research Institute of Osaka Prefecture
Foundation for Osaka Research Enterprise Companies
Osaka Prefectural Patent Information Center
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Yasuji Kuramochi

Executive Director
National Center for Industrial Property
Information

1965: Joined the Japan Patent Office (Application
Division, First Examination Department,)

1995-1996: Director of International Application Office,
First Formality Examination Division, First
Examination Department, Japan Patent Office
1996-1998: Director of Formality Examination Standard
Office, General Administration Division, General
Administration Department, Japan Patent Office
1998-1999: Director of Second Formality Examination
Division, First Examination Department, Japan Patent
Office

1999-2001: Director of National Center for Industrial
Property

2001 onwards: The current post
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Masahiro Samejima

Attorney at Law and Patent Attorney
Law firm of Matsuo & Kosugi

Attorney at Law and Patent Attorney,Law firm of
Matsuo & Kosugi

METI “Research Committee for IP Transaction
Agents”

“Patent Strategy Handbook” (Chuo-Keizaisha) March
2003

April 1985 - February 1992: Joined Fujikura Electric
Wire Corporation (presently Fujikura Ltd.) and was
assigned to the Metallic Materials Development
Division

November 1991: Qualified as patent attorney

March 1992 - March 1997: Joined IBM Japan, Ltd.
(Intellectual Property Division)

November 1996: Qualified as attorney at law

April 1999 - February 2000: Oba-Ozaki Law Firm
March 2000: Current post
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Isamu Shimizu

Executive Director
The Circle for the Promotion of Science and
Engineering

The Circle for the Promotion of Science and
Engineering

Executive Director,The Circle for the Promotion of
Science and Engineering

Japanese Society of Applied Physics

Japan Society of Printing Science and Technology
The Electrochemical Society Japan

1998 Director, Frontier Collaborative Research Center
1999 Executive Director, The Circle for the Promotion
of Science and Engineering
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Atsushi Sunami

Associate Professor
National Graduate Institute for Policy Studies

Participated in numerous societies related to science
and technology policies and public policy research
(steering committee member, director)

Engaged in numerous contract research projects relat-
ed to intellectual property strategy regarding China
Nomura Research Institute Ltd.

Columbia University

Urban Institute

Research Institute of Economy, Trade & Industry,
IAA
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Kenichi Nakano

General Manager of Licensing Divison
Legal Department
A.Aoki,Ishida& Associates

Licensing Executives Society Japan (President of the
next term, 2002, 2003)

Japan Intellectual Property Association (Managing
Director, 1997, 1998)

Japan Intellectual Property Association (License
Committee Chairperson, 1996)

Engaged in patent business for 10 years and license
business for 9 years at TOYOTA

Engaged in patent business for 1 year and license busi-
ness for 3.5 years at A. AOKI, ISHIDA & ASSOCI-
ATES

Lectured to “License Business Management” course
of Japan Intellectual Property Association for 2 years
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Akio Nishizawa

Professor
Graduate School of Economics and
Management, Tohoku University

Director, the Japan Academic Society for Venture
Entrepreneurs

Director, the Japan Society for Science Policy and

Research Management

The Japan Association for Small Business Studies

The Society for the Economic Studies of Securities
Japan Society of Business Administration

AUTM

Director, Tohoku Techno Arch Co., Ltd.
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Sigeo Hatatani

Technology Transfer Coordinator
Frontier Collaborative Research Center
Tokyo Institute of Technology

Association of University Technology Managers
(AUTM)

The Japan Society for Science Policy and Research
Management

Was engaged in coordinating technology transfers at
the Tokyo Institute of Technology’s Frontier
Collaborative Research Center (from November 2000
to the present)

Secretariat, TLO Council (November 2000-September
2002)
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Akimitsu Hirai

Attorney at Law and Patent Attorney
Lexwell Partners

September 2002: The Cabinet Office Expert Member,
General Science and Technology Conference

April 2003: Japan Patent Attorneys Association Vice
Chairman, Biotechnology Committee

August 2003: MEXT “Committee for project to realize
flexible medical treatment in accordance with individ-
ual generic information”

November 2003: JAXA “Committee for considering
utilization of JEM by private entities”

March 2003: JFBA “Head Office for promotion of IP
government policy”

March 2003: MEXT “Exclusive Committee for evalua-
tion of University IP Headquarters”
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Takafumi Yamamoto

CEO & President
Center for Advanced Science and Technology
Incubation, Ltd.

Expert Member, Council for Science and Technology
Policy (organized by the Cabinet Office)

Expert Member, the above Council’s Expert
Investigation Meeting on Intellectual Property
Strategy

Research Committee for Innovation of Science
Technology System, Expert Member

Expert Member, Council for Science and Technology
(organized by the Ministry of Education, Culture,
Sports, Science and Technology)

Extraordinary Member, Industrial Structure Council
(hosted by the Ministry of Economy, Trade and
Industry)

Director, TLO Council

Director, Licensing Executives Society, Japan (LES)
Director, Intellectual Property Association of Japan

- Operating technology transfer activity based on uni-
versity-originated technology, as TLO of University
of Tokyo.

- Total number of licensing cases 162 (as of the end of
October, 2003)
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Hitoshi Yoshino

Chief Executive Officer
IPX Corporation

Researcher, Information-technology Promotion
Agency’s IP Study Group

Member, Licensing Executives Society, Japan (LES
Japan)

1999,2000,2001: Lecture for promoting patent licensing
executors, Lecturer, Former Japan Technomart
Foundation.

2000: Panelist, World Software & Technology
Convention

2001,2003: Panelist, International Technology Transfer
Symposium & Seminar

2001: Guest Researcher at Waseda University TLO.
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Yasuyuki Ishii

Corporate Legal Risk Management Dept.
Manager
Millea Holdings, Inc.

The Japan Society of Science Policy and Research
Management

International Association of the Protection of
Intellectual Property (AIPPI - JAPAN), Committee for
Industrial Property Protection in Asian Countries,
Deputy Chairperson

Japan Institute of Invention and Innovation,
Investigation & Research Committee for Verification
and Evaluation of Patent Valuation System

Jointly translated “Valuation of Intellectual Property
and Intangible Assets” (published by Chuokeizai-sha,
July 1996)

Jointly wrote “Theory of Intellectual Property As
Security and Practical Business” (published by
Shinzansha, April 1997)
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Masatoshi Ishikawa

Executive Advisor to the President
University of Tokyo

2002 to date: Executive Advisor to the President and
Director of University Corporate Relations, The
University of Tokyo

1979: Industrial Products Research Institute, Agency of
Industrial Science and Technology, Ministry of
International Trade and Industry

1989: Associate Professor, Dept. of Mathematical
Engineering and Information Physics, Faculty of
Engineering, The University of Tokyo

1999: Professor, Dept. of Mathematical Engineering and
Information Physics, Graduate School of Engineering,
The University of Tokyo

2001: Professor, Dept. of Information Physics, Graduate
School of Information Science and Technology, The
University of Tokyo
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Qixue Wei

President
IP Department
King & Wood PRC LAWYERS

Member of Affair Bureau of Chinese Group of AIPPI
Executive Director of China Intellectual Property
Society

Deputy Secretary General of International Economic
and Trade Branch of China Intellectual Property
Society

Member of China Patent Agents Committee

Trustee of China Trademark Association

Vice Chairman of China Trademark Agents Joint
Conference

Visiting Professor of Law school of Renmin University
of China

Arbitrator of China International Economic and Trade
Arbitration Commission

Mediator of WIPO Arbitration and Mediation Center
(2002-present) King and Wood, President, Partner,
Attorney at Law, Patent Attorney, Trademark
Attorney, Arbitrator

(1969-2001) CCPIT Patent and Trademark Law Office,
Vice President, Attorney at Law, Patent Attorney,
Trademark Attorney, Arbitrator

(1981-1982, 1991) studied Japanese patent law and prac-
tice in several Japanese IP law firms

A= g—=F

TFTNVET T - L% —FaFIVLLC
CEHHE 1 e

AN T F V=T KRB RFAC, R
DIA VT VI X BAEMIAEE 5 AR T 5 %
PLE (9005 KA 550000 Kv) 25| & FiF7:
FEEEAT %o

Virginia Alumni Patents Foundation
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Carl Wootten

President
DeltaTech International LLC

Under his leadership at Office of Technology Transfer,
University of California, the University’s income from
licensing and royalties increased from $9 million to
more than $50 million in five years.

Executive Director, University of Virginia Alumni
Patents Foundation

President and CEQ, University Technology
Corporation

Director, Office of Technology Transfer, University of
California
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Masahiro Ezaki

General Manager
Intellectual Property Department
Toyota Motor Corporation

International Association for the Protection of
Intellectual Property (AIPPI, Japan) (Director)
Institute of Intellectual Property (Director)

Intellectual Property Strategy Research Group, Council
for Science and Technology Policy, Cabinet Office
(member)

Patent System Subcommittee, Intellectual Property
Policy Section, Industrial Structure Council (member)
Japan Intellectual Property Association (Director, 2002)
Japan Intellectual Property Association (Councilor,
2003)
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Hideki Otsuyama

President and COO
PLX K.K.

*Cabinet Secretariat “Project Team for R&D originat-
ed ventures, Research Committee for Innovation of
Science Technology System”, Member

*Member, Committee to the Group to Study the
Disclosure of Technology and Patent Information
(Ministry of Economy, Trade and Industry)

*METI “Research Committee for Fluidity
Securitization of IP right”, Member

*Member, Committee to Conduct a Basic Survey on
Patent Licensing Promotion Business (Japan Institute
of Invention and Innovation)

*Member, Committee to Study and Investigate Patents
Value Evaluation System in the Patent Licensing
Market (Japan Institute of Invention and Innovation)
*Member, Committee to IP Study Group, Information-
technology Promotion Agency, Japan

*Member, Committee to Analyze Intellectual Asset
Market and Distribution, Financing and Securities
Creation (Japan Intellectual Assets)

“Patent Strategy Handbook” (Chuo-Keizaisha)

“Has intellect in Japan passed away?” (Japan Plant
Maintenance Association)
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American Accounting Association, Country
Director
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Ellie Okada

Professor
International Graduate School of Social Science,
Yokohama National University

The Japan Academic Society of Investor Relations,
Director, Chief Editor of academic papers
Knowledge Management Society of Japan, Director
American Accounting Association, Country Director
Intellectual Property Policy Section, Industrial
Structure Council, temporary member

Joint Development of index with Nihon Keizai
Shimbun, Inc.

Preparatory work section for the establishment of
Yokohama National University Intellectual Property
Center
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Michael O’Keeffe

Managing Director, Japan and Korea
Kroll International Inc.

Contributor to and Editorial Committee of World
Patent Information (Pergamon),

Chairman of Intellectual property Committee of
American Chamber of Commerce in Japan
Enforcement of IP rights in the Asian Region
Assessment of valuation of patent rights for venture
capital investment

Advisor on security in relation to R&D and pre/post
IPO ventures

Benchmarking and mapping of patent portfolios for IP
dispute resolution

Expert witness in ADR proceedings for IP dispute res-
olution
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Catherine Garner

Vice President

Association of University Technology Managers
CEO

(Centre for the Management of IP in Health
R&D)

University Management Group Associate Member
Merchant Company of Edinburgh

Board Member and founder of the Scottish North
American Business Council

Member of the Scottish Executive’'s Knowledge
Economy Taskforce.

Advisor to the Minister for Enterprise and Lifelong
Learning on the Review of the Scottish Enterprise
Network.
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Masahiro Kawaguchi

Science and Engineering
Chuo University

JING S
L eV g

Fumie Kawashima

Liaison Assistant

ARRBEBMIE R > 5 — VY BF New Industry Hatchery Center
Tohoku University
e #H— Zenichi Kitao
AT RS A A Planning Manager
W TN =TT % — Corporate Planning Headquarters Intellectual
AARMMMERS THEHS RIREE Property Department

WRIERY: MOT P/] %&H

AR 25 B LS 1341 e
OABZTORBMZHREERL, AF v F— I =JR
RE%kk,

1999412 I D AN M PEMETR A~ 0 . TR/
e 2 02 LHAEICE %o

Omron Corporation

Japan Intellectual Property Association (vice-chairper-
son, Administrative Committee)

Tokyo Institute of Technology (MOT P/] member)
Engaged in development of control equipment for 13
years.

After planning OA equipment, posted as General
Manager of Scanner/Mini Business Department.
Transferred to Intellectual Property Department in
1999.

Mainly engaged in planning and strategy to date.
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Timothy Cook

Managing Director
University of Oxford Isis Innovation Ltd.

Establshed Isis Innovation Oxford- one of the UK'’s
leading university technology transfer company
1983-7 Managing Director Oxford Analytical Ltd

1992- Founder Managing Director Oxford Asymmetry
1993- Founder Managing Director Semiconductor Ltd
1997- Managing Director Isis Innovation Ltd
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Tamizo Kusano

JSt Coordinator
Integration,University & Industry Cooperation
Kumamoto Technology & Industry Foundation

Kumamoto Prefecture Council for Science &
Technology

Kumamoto Prefecture Judging Committee for
Management Innovation Planning

Judging Committee for Environmental Technology
R&D Projects, Minamata/Ashikita Region
Development Foundation

- Engaged in drawing up subjects of research, evalua-
tion of invention results, and investigation of where
to transfer technologies at Applied Electronics
Research Center, Kumamoto Technology & Industry
Foundation

- Engaged in judgment of invention contents and
management of application procedures at Kumamoto
TLO Technology Transfer Judging Meeting

- Engaged in matching of needs and seeds, support to
technology transfers, and the follow-up in coordina-
tion activities.

- Supported various research activities by industry-
academy-government cooperation which develop
intellectual property and technology transfers:
Research for Intelligent System Technology in
Kumamoto (RIST), Biotechnology Research
Promotion Society, Kumamoto Prefecture Life
Science Research Society, etc.
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Ken-ichi Kumagai

Professor
Graduate School of Law, Kyushu University

Japan Industrial Property Association, The Copyright
Law Association of Japan,

Industrial Structure Council, Industrial Property
Council, Council for Science and Technology

April 1980: Japan Patent Office, Ministry of
International Trade and Industry

April 1984: Japan Patent Office Examiner

November 1984: Semiconductor Chip Protection
Institution Council Office, Machinery Information
Industry bureau, MITI

May 1986: Industrial Property Institution Revision
Council Office, General Affairs Dept., Japan Patent
Office

April 1988: Multilateral Negotiation Measure Office,
International Affairs Division, General Affairs Dept.,
Japan Patent Office

January 1989: Deputy Director, Intellectual Property
Policy Office, Industrial Policy Bureau, MITI

July 1991: Secretariat for Patent/Utility Model
Institution Problem Investigation Committee, Japan
Patent Office

April 1994: Associate Professor, College of Law,
Kyushu University (International Economic Law
Course)

April 1999: Associate Professor, Graduate School of
Law, Kyushu University (International Legal Studies)
April 2000: Associate Professor, Graduate School of
Law, Kyushu University (Dept. of International Legal
Studies)

July 2003: Professor, Graduate School of Law, Kyushu
University (Dept. of International Legal Studies)
November 2003: Professor, Graduate School of
Medicine, Kyoto University (concurrent post)
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Heinz Goddar

Partner, European Patent Attorney
Boehmert & Boehmert

Lecturer for Intellectual Property Laws at the
Universities of Bremen, Germany et.al.

Munich Intellectual Property Law Center (MIPLC),
Munich

Past-President of LES Germany

Past-President of LES International

Chair of Membership Committee of LES International

19724314 ¥4 ii%%:#‘é’%j: German Patent Attorney since 1972
19784E-B7E BRI GFarF ot European Patent Attorney since 1978
19984E-BI7E DN v o i European Trademark Attorney since 1998
19724E-BIfF RXR—ANV P -7V F - X=X )V} Partner of Boehmert & Boehmert since 1972
IS— pF— Partner of Forrester & Boehmert since 1978
19784E-BIfE 74 VAF— - TV F - R—=2R )L
b N=F =
IASFIL H Wataru Koterayama
MRS N Director of Intellectual Property Management
%ﬂﬂ@ﬁj%ﬂgﬁ‘ﬁﬁ Center
1998-20004F BRI %42 (ISOPE) Kyushu University
‘ﬁiﬁ(j} ¢§E %§E 3 1998-2000: International Society of Offshore and Polar
1999-20024F  FEIRR ML T4 (ISOPE) Engineers (ISOPE), Chairperson of Hydromechanic
ZHERERAER Force Technical Committee
2000-20024F  [EIBS R T4 (ISOPE) 1999-2002: International Society of Offshore and Polar
P Engineers (ISOPE), Chairperson of Society Award
_ e 20 AR 28 i Selection Committee
20024117 hg‘:\lj{%ﬁﬁI%%mf%E 2000-2002: International Society of Offshore and Polar
20034E10H - JuMN R ZAHIAG I i A BR Engineers (ISOPE), Director
November 2002 to date: General Manager, Technology
Transfer Promotion Division, Kyushu University
October 2003 to date: Director, Intellectual Property
Management Center, Kyushu University
v FHR Hideo Samura
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Vice Representative
JITA AIST Innovations

American Chemical Society

Chief Researcher, R&D Department, Sanyo Chemical
Industries, Ltd.

General Manager, New Business Development
Department, Sanyo Chemical Industries, Ltd.
General Manager, Lightning Branch, Sanyo Chemical
Industries, Ltd.

General Manager, New Material Research Department,
Kansai Research Institute, Inc.

Managing Director in charge of New Material
Research Center, Kansai Research Institute, Inc.
Senior Managing Director, Kansai Research Institute,
Inc.

Vice Representative, AIST Innovations (Advanced
Industrial Science and Technology), JITA

(Japan Industrial Technology Association)

International Patent Licensing Seminar 2004 33



I Bk
NTT7 XNV AT 27 ) u I &tt
., MY HEARTE

FpE-& 5k (19854 4 H-BL4#F)
KFEFEAMMM ER S AARE R
(19974 4 H-19994E 3 1)
AR M X HE
(20014 4 H-20024E 3 1)

PRV L PR R AN RE
(20014 4 H-20024E 3 H)

(FL) B A B T 2004 MO 1 S B
(20014E 6 J -BIfE)

WREEEY [HRERSDEMNMEEZE 2 50(%%
4| WGEA (20014E10H -20024E 3 )
HAZMM RS (20024E 4 H-BUE)
SCEHRELRE [RMAEN - Ak, Bl - BFgE
elEar s, PEFEMEEERE A, MNP EWG]
ZH (200248)

W RZPLmMEFE LEMER vy — RHEE
(20024F 8 H-BifE)

AL KFBL BB FeH ek
(20034F 4 H-BI4E)

Takashi Sawai

Associate Vice President, General Manager,
Intellectual Property Business Headquarters
NTT Advanced Technology Corporation

April 1985: registered as patent attorney

April 1997- March 1999: Pacific Intellectual Property
Association (Chairperson, Japanese Division)

April 2001- March 2002: Intellectual Property
Association of Japan (Chairman of the board of direc-
tors)

April 2001- March 2002: Industrial Structure Council,
Ministry of Economy, Trade and Industry (temporary
member)

June 2001: Japan International Association for
Protection of Industrial Property (AIPPI) (Director,
current post)

October 2001- March 2002: Task Force on Industrial
Competitiveness and Intellectual Property, Ministry of
Economy, Trade and Industry (Chief Examiner of
Working Group)

April 2002: Intellectual Property Association of Japan
(Councilor, current post)

2002: MEXT “IP Working Group, Committee for
Industry-University-Government Collaboration,
Sectional Meeting for Technology & Research
Infrastructure, Council for Science Technology and
Academy”

August 2002: Visiting Professor, the University of
Tokyo Research Center for Advanced Economic
Engineering (current post)

April 2003-present: Part-time Lecturer, Institute of
Electric Communication, Tohoku University
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Etsuo Sawano

Representative Director President
SAWA Industry Co,. Ltd

1999: Transferred the technology of manufacturing
functional tofu (soybean curd) to Miyoshi Shokuhin
Kogyo in Tagawa City, Fukuoka Prefecture.

1999: Transferred the above technology to Tofu Kobo
Innovation Japan at Niho in Yamaguchi City.

1999: Transferred the above technology to Harakara
Fukushikai Social Welfare Corporation at Zaomachi in
Miyagi Prefecture.

2000: Transferred the above technology to Hori
Shokuhin in Onoda City, Yamaguchi Prefecture.

2000: Transferred the above technology to Hanmi
Whole Soymilk in Seoul City, Korea

2000: Transferred the above technology to Taishi-Food,
Co., Ltd. At Sannohemachi in Aomori Prefecture

2000: Transferred the above technology to Sanei Beans
at Daieicho in Tottori Prefecture

2001: Transferred the above technology to Safety in
Chuo Ward, Tokyo

2003: Transferred the technology of processing and
manufacturing green tea to JA Foods Oita in Kitsuki
City, Oita Prefecture

2003: Transferred the technology of manufacturing
whole soymilk to Francois in Fukuoka City, Fukuoka
Prefecture
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Thomas Zindrick

Vice President and Associate General Counsel
Amgen Inc.

Transactions: Experienced in formulating, negotiating
and preparing many types of transactions involving a
broad range of intellectual property and technology
transfer arrangements, including collaboration, consult-
ing, R&D,

joint venture, license, manufacturing and settlement
agreements.

Intellectual Property: In addition to transactional
work, has filed and obtained hundreds of domestic and
foreign patents. Developed and implemented world-
wide intellectual property strategies for Kineret (com-
mercialized), Palifermin (Phase III clinical candidate)
and TNF inhibitors, which have resulted in the
issuance of commercially significant patents.

Amgen Inc. 1993 - Present

The Dow Chemical Company/Dow Elanco 1985 - 1993
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Yasuyuki Sugiura

General Manager
Corporate Strategy & Research Dept.
Mitsubishi Corporation

Evaluation Committee of Promotion Headquarter for
Special Zones for Structural Reform, specialist member
Information Security Section, Industrial Structure
Council

Presently posted as Director of Techno Associates
(invested by Mitsubishi Corporation) working on tech-
nology incubation and intellectual property strategy.
April 1978: Steel Export Department No.2, Mitsubishi
Corporation

April 1991: Secretary to Executive in charge of
Americas, Mitsubishi International Corporation (New
York)

May 1992: PresidentLs Secretary, Mitsubishi
Corporation

April 1998: General Manager, Washington Office,
Mitsubishi International Corporation

November 2003: General Manager, Corporate Strategy
& Research Dept., Mitsubishi Corporation
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Kunizo Suzuki

Senior Manager, Japan Legal & IP
Law Dept., Texas Instruments Incorporated

Investigation & Research Committee for Appropriate
Legal Procedure against Infringement on Intellectual
Property, 1998

Industrial Property Cooperation Center, Councilor,
since 2000

Engaged in acquisition, licensing and lawsuit of patents
for Japanese and U.S. companies for over 30 years
since 1969. Engaged in acquisition, licensing and law-
suit of Kilby Patent in Japan.
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Megumi Takata

Associate Professor

Kyushu University Business School
Director, Technology Transfer Division
Intellectual Property Management Center of
Kyushu University

Associate Professor & Director,Technology Transfer
Division,Kyushu University Business School &
Intellectual Property Management Center of Kyushu
University (IMAQ)
October 2001-present: NCIPI “Committee for evalua-
tion of NCIPI's movement shifting to Independent
Administrative Agency”
- Experienced business operation and management
regarding technology transfer at CASTI
- Being in charge of business operation and manage-
ment regarding technology transfer at IP Head
Office, Kyushu University
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Satoshi Tanaka

Director

Research Environment and Industrial
Cooperation

Ministry of Education,Culture,Sports,Science
and Technology

M &L

SRR R

RN

H AR5

HAM B4

HARTET HF3I—

WA Y F v —%4

YA o274 — 5 A HERE
TR N R H &

LR E R A

199546 1 H X Y 6 M Vi R¥“BKCY Y~
* 74 AER

1998411 H & v BIPE TLOMR N &A% FE U 13 B
%

Tsuneshichi Tanaka

Adviser to the Chancellor
Ritsumeikan University

The Japan Society of Mechanical Engineers

The Society of Materials Science, Japan,

The Engineering Academy of Japan

Kansai Venture Organization

Kansai Science Forum Planning Committee

Patent System Subcommittee, Japan Patent Office
Promotion Committee for Collaboration between
Industry, Academy and Government,

Ministry of Education, Culture, Sports, Science and
Technology

Head of BKC (Biwako Kusatsu Campus) Liaison Office,
Ritsumeikan University for six years from January
1995

Senior Managing Director, Kansai Technology
Licensing Organization Co., Ltd. Since November 1998
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Toru Tanigawa

Deputy Director General
Intellectual Property Management Center of
Kyushu University

The Japan Academic Society for Ventures and
Entrepreneurs

Japan Section of Regional Science Association
International

The Japan Society for Science Policy and Research
Kyushu Semiconductor Innovation Committee, plan-
ning and administration member

Stanford Japan Center Research, research fellow

- Supported technology venture companies of US.A.,
Taiwan and Israel seeking inroads into Japanese
market and alliance with major enterprises while in
Los Angeles Office and International Dept. at Japan
Development Bank.

- Supported business of numerous Japanese and Asian
venture companies in Silicon Valley as advisor and
studied U.S. business incubation methods and indus-
try-academia cooperation methods of Stanford
University and other U.S. universities as visiting
researcher at Stanford University.

- Currently, as advisor to various Japanese venture
capitals in the U.S,, supporting business of their
invested ventures in Japan as well as endeavoring to
smoothly launch Intellectual Property Management
Center as the central organization of industry- acad-
emia cooperation of Kyushu University.
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Dall Ryong Choi

President, Patent Attorney
D.R.CHOI International Patent & Law Office

APAA Korean Committee/President

Association of Korean Industrial Property Law/Chair
NTT/Research Trainee

Toyo Seimitsu Industry/Manager, Patent Department
Central International Law & Patent Office/Vice
President
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Wenjiang Ding

Associate President
Shanghai Jiao Tong University

China Mechanical Engineering Society

China Magnesium Association

Taking Charge the field of intellectual property and
technology transfer in Shanghai Jiao Tong University.
1981.3-1995.4 Associate Professor, Department of
Materials Engineering in Shanghai Jiao Tong
University

1995.4-2002.9 Associate Dean, School of Materials
Science and Engineering in Shanghai Jiao Tong
University

1999.3-2002.7 Director, High-tech Enterprise Promotion
Office, Shanghai Jiao Tong University

1999.3-2002.7 Assistant President, Shanghai Jiao Tong
University

2002.7-present Associate President, Shanghai Jiao Tong
University
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Kathleen Denis

Associate Vice President
Technology Transfer
The Rockefeller University

Vice President, Planning, Association of University
Technology Managers, 1998 - 2000

Trustee and Vice President, Licensing Executives
Society USA/Canada, 1998 -2002

President, Licensing Executives Society USA/Canada,
2003 - 2004

1992-1995 Director, Center for Technology Transfer,
University of Pennsylvania

1995-1998 Vice President, Technology Development,
Allegheny Health, Education and Research Foundation
1999-2000 Consultant

May 2000-present Associate Vice President of
Technology Transfer, The Rockefeller University
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Youji Nakashima

Representative Director and Chief Executive
Officer
NAC Co., Ltd.

October 2002: Patent Licensing Fair Chubu 2002, pan-
elist

October 2002: MIT Forum Japan Regular Lecture
Meeting, lecturer

January 2003: Venture Support Network “NOBUNA-
GA” Seminar, lecturer

November 2003: Seminar organized by Owari Textile
Research Center in Aichi Prefecture, lecturer
November 2003: Patent Licensing Promotion Seminar
in Otsu City, Shiga Prefecture, lecturer
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Association of University Technology Managers
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Koji Nishio
Research Fellow

Fujitsu Research Institute
Economic Research Center

The Japan Society for Science Policy and Research
Management
Intellectual Property Association of Japan
Association of University Technology Managers
- MEXT “Model Program for Establishing Method of
Industry-University-Government Collaboration in
21st century” (2003)
- Committee for discussing substantial role of IP
Management / utilization, Member
- Committee for case study regarding Conflict of
Interest / Duty, Member
- JPO “Research Committee for Model to activate
Local Areas by means of Utilization of IP” , Member
- “Industry-University-Government Collaboration
towards establishing IP Nation” (Chuo-
Keizaisha,2003)
- “Commercial Strategy by Biotechnology Ventures-
beyond the position of university spin-off venture”
(ohmsha,2003)
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19924F-19934F

19914F-19924F

19894E-19914F

Uwe Haug

Head of International Affairs
Steinbeis Foundation

Industrial Researcher, Corporate Development
Fraunhofer-Institute for Manufacturing Engineering
and Automation, Stuttgart, Germany/1989-1991
Project Manager, Corporate Development, Walter AG
Tingen, Germany/1991-1992

Project Manager, Strategic Consultancy of Companies,
Headquarters, Steinbeis-Foundation, Stuttgart,
Germany/1992-1993

Executive Co-ordinator Marketing & International
Affairs, Headquarters, Steinbeis-Foundation, Stuttgart,
Germany/1993-1993

Head of International Affairs/1998-

Co-ordinator System Marketing, Co-ordinator
Qualification, Board Area, Steinbeis Foundation,
Stuttgart

Head of International Affairs/1999-

Co-ordinator System Marketing, Co-ordinator
Qualification, COO
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LES International, JCEHI&E
HAMWM RS, oHdE

Masataka Hashimoto

Director
Intellectual Property Center
Tokyo Metropolitan Government

Licensing Executives Society Japan (former President)
International Association for the Protection of
Intellectual Property (AIPPI, Japan) (Director)

Asian Pacific Human Resource Cooperation Business
Committee, Japan Institute of Invention and Innovation
(Chairperson)

Council for Science, Technology and Research Policy,
Ministry of Education, Culture, Sports, Science and
Technology

Human Resource Development Program Preparation
Committee for Creation of New Industry, Japan
Association for the Advancement of Research
Cooperation

LES International (former Vice-President)

Japan Intellectual Property Association (former
Chairperson)
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Masahiro Hashimoto

Director
Industry-University Cooperation Division
Ministry of Economy, Trade and Industry
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AUTMEE & E

1976-19824F b 12— R b ¥ KFHFFLBB I

1982-19844F Immuno-Modulators Laboratories
th~—u 74 ¥ ZEHMFEERALE

1984-19894F Response Technologiestl:
RS R

1989-19954F Virginia's Center for Innovative
Technology 54 &~ ¥ v 7  HE
BSHMT 4 Lo & —

19954 - Bl

Louis Berneman

Managing Director
Center for Technology Transfer
University of Pennsylvania

Past President of AUTM

1976-1982, Assistant Professor of Education at the
University of Houston

1982-1984, Vice President of Marketing/Sales of Immuno-
Modulators Laboratories, Inc.,,

1984-1989, President and CEO of Response Technologies,
Inc. (formerly Biotherapeutics, Inc.)

1989-1995, Director, Licensing and Business Development
at Virginia's Center for Innovative Technology
1995-present, the current post
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Kenji Hara

Executive Manager
Technology Management Department
Recruit co., Ltd.

Released approx. 980 matters in total, applied for
approx. 420 patents, and concluded onerous technology
transfer agreements with approx. 170 companies for
Technology Management Dept., Recruit, Co., Ltd. (as
of October 31, 2003).
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Masao Haruna

Department Manager
Intellectual Property department
Chugai Pharmaceutical CO.,Ltd.

Member, Intellectual Property Committee, Japan
Pharmaceutical Manufacturers Association

Managing Director, Japan Foods Patent Center

1974: Joined Calpis Co., Ltd.

1987: Retired from Calpis Co., Ltd.

1988: Joined Chugai Pharmaceutical Co., Ltd.,

Present: Department Manager in Intellectual Property
Department, Chugai Pharmaceutical Co., Ltd.
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Colin Hunsley

Global Director
BTG PLC Licensing Group

He joined BTG in 1988 to develop the Medical Device sec-
tion, building on the earlier BTG work with MRI and
Dental Cements. Significant success was achieved within
Orthopaedics and Medical Disposables. He led a variety
of teams negotiating with major companies, such as
Hitachi, Pfizer, Johnson & Johnson, Stryker, GE and
Bausch & Lomb to successfully complete multi-million dol-
lar deals. As a result, Colin has had considerable expo-
sure to patent assertion licensing and relevant litigation
together with successful commercial resolution of US
patent interferences. More recently he has focused on
activities in Japan recognizing the importance of many
Japanese companies in the electronics market. This has
led to successful agreements being completed with
Hitachi, NTT, Oki and new relationships being developed
with a number of others including NEC, Mitsubishi,
Fujitsu and Kyocera.
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Norihiro Hirata
Kyushu TLO Company, Limited
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Oxford Instrumentstk
Research Instruments
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Nathan Hill

Founder, Managing Director
Qi3 Ltd.

Industry Coordinator for the Particle Physics and
Astronomy Research Council (PPARC)

The International Society for Optical Engineering
(SPIE)

Society for Information Display (SID)

June 1999 Present, Managing Director, Qi3

Jan 1999 June 1999, Marketing Director, Scientific
Generics

1996-1999, Managing Director, Research Instruments
(Cambridge), Oxford Instruments

1992-1996, Marketing and Strategy Director, Research
Instruments Division, Oxford Instruments

1989-1991, General Manager, Electrotech

1987-1989, Product Manager, Oxford Instruments
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Allan Foster

IRP Director, Tokyo
Nokia Japan Co.,Ltd.

Fellow Chartered Inst of Patent Agents (UK)
European Patent Attorney

19994E- 7 F 7 2| Member of Inst of Trade Mark Agents (UK)
20034~ BiEk Joined Nokia 1999
Moved to Tokyo 2003
BEH BR Tadao Fujita
IR Mayor
[LE2 Ube City, Yamaguchi Prefecture
AHHIAT B . Japan Association of Planning Administration
1963%E4 H BB AA April 1963: Ministry of Construction
197546 7 H MR T IR S5 M E July 1975: Acting Director of Promotion Bureau,
19844E 10 HAEBE A MR E Okinawa Development Agency
198746 4 | A3tz sie October 1984: Director of Planning Department, Japan

19894 2 At 48 B )y e Iy T B iR 1
19904F 4 @A E R EE A 1 3R

199244 A B Rlin- i R A S RS

1993566 H BE

199347 H 23R Rl 8

199746 7 H  F3li RIS HE#

20014E 6 A FiHRIC 3 &
(ERNZ. 7 HISA D)

Highway Public Corporation

April 1987: Counselor for Engineering Affairs, Board of
Audit of Japan

February 1989: Director General of Road Dept., Kanto
Regional Construction Bureau, Ministry of
Construction

April 1990: Director of National Road Division No.l,
Road Bureau, Ministry of Construction

April 1992: Chief of Kinki Regional Construction
Bureau, Ministry of Construction

June 1993: Retirement from Ministry of Construction
July 1993: Elected 23rd mayor of Ube City

July 1997: Reelected mayor of Ube City

June 2001: Elected mayor of Ube City for the third
term
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LES International, Editorial Board Member
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“License Trainers Training Seminar” i (&
# : LESI. LES Japan 20034:12H)
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Jinzo Fujino

Manager
IP Research Institute
NGB Corporation

Licensing Executives Society Japan, Director

LES International, Editorial Board Member
Intellectual Property Association of Japan

The Japan Association of International Economic Law
Engaged in the basic research for Promotion Policy for
Patent Licensing for the business year of 2002.
Participated in “License Trainers Training Seminar”
organized by LESI, LES Japan in December, 2003
Wrote “Easy to Understand Intellectual Property
Issues” (Published by The Nikkan Kogyo Shimbun,
Ltd., 2003) and “Patent and Technical Standards”
(Published by Hassakusha, 1998)
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University of Virginia Law Review

CEREBERT Y VAL LT, SRR AE
(Netscape, Hasbro, Reuters, Lockheed-Martin
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U TEREEY
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Ira Blumberg

Director
IP and Licensing
Intel Corporation

Licensing Executive Society

University of Virginia Law Review

While in private practice, representation and counsel-
ing on IP and licensing matters for numerous clients
ranging from start-ups to large corporations, including
Netscape, Hasbro, and Reuters, Lockheed-Martin.
Presentations at Licensing Executive Society meetings
covering Licensing Strategy and Patent Exhaustion.
Formulation of strategy for and negotiation of over 20
patent cross licenses for Intel Corporation.
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Toshikatsu Miki

Professor
Yamaguchi University

Director, Yamaguchi TLO Limited

1974: Assistant, Lecturer and Assistant Professor,
Yamaguchi University

1987-1988: Researcher, Department of Physics,
Oklahoma State University

1995-present: Professor, Faculty of Engineering,
Yamaguchi University

April 2000-2003: Director of Collaborative Research
Center (YUCRC), Yamaguchi University
2000-present: Director, Yamaguchi TLO Limited (con-
current post)

2003-present: Director of Business Incubation Square,
Yamaguchi University
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Akira Yamada

Senior Manager

Technology Transfer Division

Kansai Technology Licensing Organization
Co.,Ltd.

Intellectual Property Association of Japan

May 1996 - October 1998: Engaged in intellectual
property business at Ritsumeikan University
November 1998 to date: Engaged in technology trans-
fer business at Kansai TLO

International Patent Licensing Seminar 2004



I R Yosuke Yamada

BRA &L President

FRFEIR 3 ZENKEN Co.,Ltd.

{iﬂﬁ?};ﬁi%ﬁi 181+ 18 cases of technology transfers

¥y —7 (k) - Sharp Corporation

KFEFERAL S (BR) - Daiwa Tokushu Kagaku Co., Ltd.

(k) LW % 3% 7 (19864E12H) - Established ZENKEN Co., Ltd. In December, 1986
N S 2 Toshiya Watanabe

WP BRI >~ & — Professor

Hiz Research Center for Advanced Science &
PEEMGE RS, MWW EBCOR A, FEEFHIBEE/N Technology, University of Tokyo

ZHR% §E (20024F) Patent System Subcommittee, Intellectual Property
HARMEEMIES EBREESMTRES (2001 Policy Section, Industrial Structure Council (member,
4R 2002)

AARMM$E HERE (20024E-) International Issue Analysis Committee, Japan

WFZ2 %6 - HIRY I e B OSSE 4 BOSE & S AL oD B AR Intellectual Assets (2001)

O ?) DT B fi)f% 2 (RFFEEE) (20024F-) ?:;;itggoge_:r;eral, Intellectual Property Association of
HERTIT SR RN AR 2% S PV A I A R Research Group of Relationship between R&D,

% (20024) Intellectual Property, and Competition Policies and
AT R AR BT I B ) —F v SV — T Standardization, Ministry of Economy, Trade and
(20034%) Industry (2002-)

BEEAS MM ISEAERS (20034F) Promotion Committee for Industrial Property

Information Utilization, Informal Gathering for
Commissioner of Japan Patent Office (2002)

Working Group for Patent Strategy Planning Related
Issue, Japan Patent Office (2003)

Yokokan Union Intellectual Property Issue
Committee (2003)

RATIV - T oY==V Michael Wasserman
/_f I N—= :/ g VX‘ 77T A v Manager, Technology Ventures
77/ D:/_': ’f“ff""f‘ t‘_”f‘iy"'f Innovations Foundation
Y 1= A WAFYATEX A 27 Vice-President, Business Development
FEBHSEAR M WAL £ CELLutions Biosystems, Inc.
20034~ '_{:-' Y :i —YarvxX - nAF ;:/ A 2003- CELLutions Biosystems, Inc. Vice-President,
FTARX -4 vy HERMBIM Business Development
Rt B 2002- Innovations Foundation Manager, Technology
20024 - A ) RX=Yav -7y r57—  Ventures

Yay 0V — - XRyF 1998- MJW Consulting Principle
r—Z Ch—Vy— 1996-1998 Advanced Therapeutics, Clinical Research
Associate

19984~ MJW3 N7 4 ¥ 7 2% 19951996 McNabb & Connolly Films Director of
Vg b Marketing and Distribution

19964E-19984 Advanced Therapeutics FiR 1995 Wellesley Hospital Research Institute Research
BryvyxzA{ b Assistant

19954£-19964F McNabb & Connolly Films ¥ —
T4 v IR

19954F Wellesley Hospital Research
Institute VY4 —F7 X% Vb
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“Corporate IP Strategy — The case of Mitsubishi

Corporation”

Mikio Sasaki
President and CEQO, Mitsubishi Corporation

There is increasing general recognition of the fact that intellectu-
al property rights such as patents and copyrights must play a cru-
cial role if Japan is to recover and maintain its industrial competi-
tiveness. My understanding is that the objective of this seminar is
to encourage international patent licensing in Japan and to increase
understanding about it among the wider public in order to foster the
development of the market for intellectual property businesses.
Mitsubishi Corporation is a global trading company and not a man-
ufacturer or a research institute. Therefore, I am not sure whether
my speech will live up to everyone’s expectations. Having said
that, one of our current corporate strategies is the commercializa-
tion of technology and intellectual property rights, and we are
implementing new initiatives outside of the conventional business
model for trading companies. I will introduce some of the initia-
tives we are implementing, and talk about our aims and the think-
ing behind these initiatives, in the hope that this information may
be of some use to you.

The topic of my talk today is “Corporate IP strategy - The Case
of Mitsubishi Corporation.” I will touch on four main points related
to this topic, referring to the handouts and screen as I talk. Firstly,
I will talk about the major changes in Japan’s corporate environ-
ment, and how Japanese corporations might respond to these
changes. Second, I will discuss industry-academia-government
collaboration. I will introduce specific examples from Europe and
the United States, and give reasons why industry-academia-govern-
ment collaboration is not functioning well in Japan. I will also sug-
gest what needs to be done to remedy this situation, including my
personal opinions on the matter. In addition to examples from
Europe and the US, I will also introduce two or three cases of
industry-academia-government collaboration that are currently in
progress at Mitsubishi Corporation. Thirdly, I will talk about our
corporate commercialization strategy for high-technology and
intellectual property rights. As specific examples of this, I will
introduce our alliance with the Battelle Memorial Institute in the
US—the world’s largest independent research institution—and our
nanotechnology commercialization initiatives. Finally, I will dis-
cuss key points related to the commercialization of high technolo-
8y

I would like to begin by talking about the major changes in
Japan’s corporate environment, and what Japanese corporations
need to do in response to these changes.

Starting in 1960, Japan began adopting advanced technology
from overseas and over the years the country adapted and trans-
formed this technology to develop one of the world’s leading
heavy industries as well as other highly competitive manufacturing
industries. In addition, the international competitiveness of high
quality and high durability precision machinery, semiconductors
and automobiles made in Japan increased as the yen became weak-
er. I am sure you all remember the time when the phrase “Japan as
No.1” was bandied around everywhere.

On the other hand, Japan is said to have lost even its internation-
al competitiveness during the “lost decade” of the 1990s. Some of

the reasons for this include Japan’s high cost structure, the emer-
gence of ASEAN and China, and a decrease in the competitiveness
of exports due to the strengthening of the yen. The international
environment surrounding Japan has been changing rapidly in the
21st century, with the creation of the Euro and the resulting inte-
gration of European markets, China joining the WTO, and the
increase of bilateral and multilateral free trade agreements world-
wide. In other words, Japan is facing a massive wave of globaliza-
tion, while its domestic economy has suffered a long recession due
to prolonged deflation and problems with non-performing loans.
Although some signs of recovery were seen in the second half of
last year, the Japanese economy is still dependent on foreign coun-
tries and regions such as the US, Asia, and China, and a full recov-
ery is expected to take more time.

How can Japanese corporations respond to these changes? I am
a trading company man myself, but I have always said that Japan’s
core competence in the 21st century is its high technology develop-
ment capacity and manufacturing based on this technological
capacity. By way of explanation, this technological development
capacity consists of the knowledge that Japanese corporations have
fostered and accumulated over the years. I believe that this accu-
mulated knowledge is a highly valuable intangible asset for corpo-
rations, and that this intellectual property bolsters their competi-
tiveness. In order for Japan to recover its competitiveness and
overcome the global competition in the 21st century, I think it is
very important to utilize this technological development capacity to
create products in new areas such as biotechnology, nanotechnolo-
gy, next-generation semiconductors, displays, and LED; to open up
new markets; and to create new value.

The Japanese government has the same perspective and sense of
crisis as the industrial world, and is strengthening its support struc-
ture accordingly. In 2001, the government named the life sciences,
telecommunication, the environment, and nanotechnology as the
four key areas on Japan’s roadmap to becoming a ‘nation built on
the platform of scientific and technological creativity.” The gov-
ernment is currently implementing its second basic plan for science
and technology, and the industrial sector recognizes that the gov-
ernment has been actively providing support in areas such as the
promotion of industry-academia-government collaboration.

Moreover, in July 2003, the government’s Intellectual Property
Policy Headquarters announced the Strategic Program for the
Creation, Protection, and Exploitation of Intellectual Property. The
following passage from the plan demonstrates how the government
sees intellectual property as the key to economic recovery. The
plan stipulates that: “By making the best use of intellectual proper-
ty as a source of national wealth, including patents, know-how, and
content such as movies and game software, Japan should aim at
becoming an ‘intellectual property-based nation’ as soon as possi-
ble. This is an urgent task for achieving sustainable growth of the
Japanese economy.” In other words, the exploitation of scientific
technology and intellectual property are vital to the recovery of the
Japanese economy. Given these circumstances, corporations need
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to take advantage of the improving infrastructure, to increase their
competitiveness and produce tangible results.

The second point I would like to talk about is industry-acade-
mia-government collaboration. I have been told that there are
many people here today from universities, corporate research insti-
tutions, and government agencies. Industry-academia-government
alliances are vital for developing new technologies and creating
new industries in the 21st century. I believe that it is extremely
important to create a structure linking the technology, experience,
and capital of the industrial world to the knowledge of universities,
so that Japan can generate an “intellectual creation industry.”

I am sure that you have all heard the term ‘Death Valley.’
Death Valley is an actual valley located in California, but it is also
used to refer to the phenomenon where a high technological capac-
ity is not translated into industrial competitiveness due to a lack of
funding during the transfer stage from basic research to applied
research or from applied research to practical application. The
term was first used in the US in the 1980s, but has recently also
come to be used in Japan. Achieving results in basic research in a
timely manner through cooperation between academia, industry
and government is highly effective in the creation of new industries
that utilize advanced technology. However, compared with the
US, which has been promoting industry-academia-government col-
laboration for over twenty years, Japan has only recently begun to
launch such initiatives. Moreover, Japan has a dire shortage of
research and development venture capital companies that can play
a major role in the practical application of innovative research
results.

So how can we remedy this situation? Before examining this
issue, I would like to briefly describe the state of industry-acade-
mia-government collaboration in Europe and the United States.
The US is said to have recovered its industrial competitiveness by
implementing a strong intellectual property strategy centering on
industry-academia-government collaboration starting in the 1980s.
The “Bayh-Dole Act”, which gave universities and corporations
that received money from the government for research and devel-
opment the right to obtain patents for the resulting technology,
played a major role in facilitating a technological transfer to the
private sector. Moreover, since patents gain economic value only
after they have been made public, the rules, compensation, and
positioning of patents were clarified to protect the rights of patent
holders. Through these reforms to the patent system, it became
possible for universities to obtain patents, and then provide licenses
to others. It was very soon made possible for university professors
to take side jobs, and as a result, American universities now earn
patent revenues of over one billion dollars a year, which has com-
pletely changed the characteristics of university research. These
ideas also have been gradually introduced to Japan, but patent rev-
enues for Japanese universities still amount to less than 1 billion
yen.

Next, I would like to talk about the situation in Europe. In
Germany, the Ministry of Education and the German Science
Council initiated the creation of technology transfer programs in
the 1980s, but it was not until the ‘90s that effective measures were
actually devised. The unification of Germany in 1989 and the
resulting need to implement economic reform and deal with the
high unemployment rate in what was formerly East Germany is
said to have been behind this delay. In Germany, college profes-
sors, who are government employees, are allowed to do side work
for up to 20% of their normal working hours, and are permitted to
receive payment for their work. Furthermore, Germany has a

strong tradition of cooperation between academia and industry.
Many engineering professors have an industry background, and it
is, therefore, easier to conduct research that is suited to the needs of
the corporate world.

In France, many major corporations are under state manage-
ment. Moreover, for cultural reasons, there is very little entrepre-
neurial spirit in France, and therefore it is difficult for the country
to adopt an American style system. Given these circumstances,
France is developing its own original system that encourages vol-
untary cooperation between academia, industry and government.
In July 1998, the French government decided on a basic policy for
scientific technology, and in October the same year, a  National
Science Council comprising representatives from academia, indus-
try and the government was established and parliament passed a
law on innovation and research. As part of these rapid develop-
ments, the Nanotech Incubation Center Project (MINATEC) was
launched as an industry-academia-government initiative. This pro-
ject established an international research center that conducts a
wide range of research and development centering on nanotechnol-
ogy through industry-academia-government collaboration. A
major feature of the center is its independence. The center con-
ducts basic research, applied research, and practical application for
a wide array of cutting edge nanotechnology such as carbon nan-
otube devices, and microtechnology such as biochips, semiconduc-
tors and optical technology.

The UK recently adopted a US style technology transfer system
and is focusing its energies on spin off corporations in particular.
In the UK, university research amounts to 20% of the country’s
entire research and development budget, effectively making it the
largest sector among public research institutions. In terms of fund-
ing for research and development, the UK has its own traditional
university grant system known as “dual support funding”. This
system, as the name suggests, is built on two pillars, with the two
largest sources of research and development funding for UK uni-
versities being the Higher Education Funding Council and the
Research Council. The system is arranged in such a way that the
two sources compliment each other. The Higher Education
Funding provides general support for research activities, while the
Research Council provides support for specific research projects.
Furthermore, attempts are underway in universities to actively
embrace the management philosophies of private sector corpora-
tions. For example, London Imperial College, one of the most
prestigious higher educational institutions in the technical field,
appointed the former chairperson of the global pharmaceutical
giant GlaxoSmithKline as its Rector in 2001.

It is evident from the aforementioned examples of European
countries that industry-academia-government collaboration does
not work well unless the system adopted takes into consideration
the historical and cultural background of the country in question.
Given that the Japanese climate is not congenial to the success of
venture capital companies, I believe that Japan would do well to
learn from the examples of Germany and France, instead of just
blindly adopting the American-style system.

Now, turning to the situation in Japan, since 2001, the Cabinet
Office has begun to remove the barriers between ministries and
agencies in line with the strategy set by the Council for Science
and Technology Policy, and the entire government has been pro-
moting robust and flexible budgetary measures and reassessing of
existing systems. As a result, measures aimed at reform are finally
being implemented.

For example, at our company, we are currently conducting sev-
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eral joint research projects on nanotechnology with Osaka
University. These initiatives have been made possible by the exis-
tence of the Handai Frontier Research Center. The Handai Frontier
Research Center was established in October 2001 as the first train-
ing institution under the Strategic Research Center Project spon-
sored by the Ministry of Education, Culture, Sports, Science and
Technology. The center is financed by a corporate-government
matching fund. This is an extremely attractive system for us cor-
porations, since it allows us to utilize the basic research of the
Research Division of the Osaka University Graduate School of
Engineering in our applied research and practical application
research, and it is also very flexible in terms of funding and the use
of research results.

I believe that there will be a steady transfer of joint research and
basic research to the private sector in Japan by means of the
improvement of the research centers of major universities and other
institutions as well as the promotion of regional clusters, which is
the concentration in the same area of research institutions and cor-
porations in the same field. In terms of cooperation between acad-
emia and industry, in addition to Osaka University, just to mention
some further examples from our company, we are currently collab-
orating with many universities such as Kyoto University, Tohoku
University, Nagoya University, and Hiroshima Prefectural
University, in a wide range of fields.

Meanwhile, there has been increased industry-academia-govern-
ment collaboration in the construction of an infrastructure to sup-
port the transfer of technology from government or academia to the
private sector or from one part of the private sector to another.
This includes the expansion of patent databases, and the construc-
tion of a framework for third parties to evaluate the product value
of patents. For example, there is a patent information service com-
pany called Patolis, which Mitsubishi Corporation has invested in,
that was established in the year 2000 to take over the operations of
the Japan Patent Information Organization. This company has
recently also become involved in the sales of patent analysis soft-
ware.

Furthermore, support systems for industry-academia-govern-
ment collaboration transcending particular business sectors are tak-
ing shape. In October last year, the Nanotechnology Business
Creation Initiative was established, comprising 49 private corpora-
tions, with the aim of promoting the commercialization of nan-
otechnology. Now, three months after its establishment, the con-
ference has over 300 member companies. As I mentioned earlier, I
am currently serving as vice chairman of the conference. This con-
ference has strong backing from government organizations such as
the Ministry of Economy, Trade and Industry, and covers a diverse
range of business sectors from manufacturing and trading houses to
finance, and spans, moreover, the entire country from Hokkaido to
Kyushu and Okinawa. The conference is also working in coopera-
tion with various national research institutions such as institutes of
general industry research, and materials research centers. Behind
the establishment of the conference is a strong sense of impending
crisis; a fear that although Japan is said to be a front runner in basic
research, other countries may catch up and surpass us if we are
complacent, as the field of high technology is these days subject to
intense international competition. I think that this conference,
therefore, which supports not only industry-academia-government
collaboration, but also cooperation between private corporations,
will henceforth come to play an increasingly important role.

While it is said to be difficult for venture capital companies to
succeed in Japan, the nurturing of research and development ven-

ture companies will continue to increase in importance. Even if it
takes time, it is extremely important to persevere in supporting
venture companies. In addition to university-based ventures, there
is also a need to support spin off ventures from major corporations.
As Director-general Imai mentioned earlier, one-third of the one
million existing patents in Japan are not being used, the so-called
dormant, or “sleeping”, patents. 90% of these patents, moreover,
are owned by major corporations.

I would now like to move onto the third topic of the speech:
Mitsubishi Corporation’s strategy for the commercialization of new
technology and intellectual property. Firstly, I would like to give a
brief explanation of MC 2003, which is our company’s mid-term
corporate strategy for the three year period starting in FY2001.
MC 2003’s corporate strategy is divided into three parts. The pyra-
mid on the screen represents our company’s organizational struc-
ture and corporate strategy. Starting at the bottom of the pyramid,
we have the portfolio strategy, which involves the assessment of
existing businesses and the reshuffling of assets. On top of this is
the FILM strategy which strengthens and integrates the company’s
established functions, and above this is the R&D (+C) strategy,
which is the strategy that I will be focusing on here today. These
are the three main pillars of our corporate strategy.

First let me briefly explain the first two strategies. The portfolio
strategy allows for greater choice and focus through the reform of
business categories and the reshuffling of assets. The ‘FILM’ strat-
egy is an acronym for the four main functions of our company;
namely, finance, information, logistics, and marketing. This strate-
gy basically aims to create new business models by utilizing these
four functions. Specific examples include investment in the conve-
nience store Lawson, our health care business, and J-REIT, our
real-estate securitization business. The third strategy is the R&D
(+C) strategy. This strategy was developed in anticipation of
future needs and objectives, and aims to foster new businesses with
the potential to generate profit in the future. I am the head of the
project development department that implements this strategy.

I would now like to discuss our R&D (+C) strategy in greater
detail. If I were to describe the strategy in one sentence it would be
thus: “A strategy for commercializing new businesses utilizing
technological leverage.” Our slogan for the strategy is “value cre-
ation through the commercialization of new technology and intel-
lectual property.”

You might wonder why Mitsubishi Corporation has such an
interest in R&D. The fact is, however, that historically we have had
a long and close involvement with technology both as the firm
responsible for bringing Western technology into Japan during its
period of rapid economic growth (I will explain this in greater
detail presently) and also through our thirty years of experience
working as the general agency for the Battelle Memorial Institute.
We have utilized our experience and expertise to develop a com-
mercialization strategy, or in other words, a strategy for utilizing
technology to create new business operations. This is the sub-
stance of our R&D (+C) strategy.

This slide shows the business model we envision for our tech-
nology businesses. In order to commercialize a technology, you
must first identify the needs of the market, and develop a technolo-
gy that meets those needs. Then you need to create a product that
satisfies those needs and market that product. Then it is also neces-
sary to further develop the business by tying it in with finance, dis-
tribution and IT. The key to this process is to establish a strong
patent position when obtaining new technology, and to form strate-
gic partnerships during the commercialization process. No matter
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how brilliant a technology or innovative an invention, if intellectu-
al property rights (such as patents) are not secured, it will soon be
exposed to fierce competition and a corporation will find itself hard
pressed to maintain the product’s advantage. Also, it is not as if
everything that is produced in a research laboratory can be com-
mercialized. The combination of various technologies, and the for-
mation of alliances with corporations with first rate manufacturing
capacity, is the key to the commercialization of technologies. It is
in such commercialization processes that I believe our company
has a role to play and, moreover, in a wide range of industries.

As I mentioned earlier, the creation of a framework linking the
skills, experience and capital of the industrial world with the intel-
lectual resources of universities will be extremely important for
Japan if it is to develop new “intellectual creation industries.” We
aim to be involved in providing the missing ring in this process,
such as incubation, business creation and commercialization, and
thus play a part in sending Japan’s brilliant technology out into the
world.

From among the various initiatives our company is involved in,
today I would like to introduce both our collaboration with the
Battelle Memorial Institute and, as an example of our work in a
specific field, our nanotechnology initiatives.

The Battelle Memorial Institute was established in the United
States in 1929 and is the world’s largest independent research insti-
tution with about 12,000 research staff. Technology such as
Xerox’s copy machine, compact discs, holograms, and barcodes
were all invented at this institution. For thirty years from 1970, our
company served as the general agency for research commissioned
from the Battelle Memorial Institute by Japanese corporations. In
order to negotiate contracts to commission research from the
Battelle Memorial Institute, it was necessary for us to acquire both
knowledge about high technology and consulting skills for the
commercialization thereof. Our role as general agency, therefore,
enabled us to quickly hone our knowledge of high technology.

A major success story that came out of this partnership was the
joint establishment of the optical telecommunications parts manu-
facturer PIRI Inc. in the US. Our company developed PIRI and
made significant capital gains through sales of stocks in 2000. The
Battelle Memorial Institute also made capital gains from the ven-
ture and this lead to the development of Battelle’s new intellectual
property strategy where money gained from the commercialization
of intellectual property is put back into research and development.
On the 30th anniversary year of the partnership between MC and
the Battelle Memorial Institute, we strengthened our alliance by
forming a new strategic partnership for the joint excavation, acqui-
sition, development, and commercialization of intellectual proper-
ty. As a part of this new partnership, we are currently making joint
investments in ventures specializing in organic EL, optical devices,
white light LED, and so on.

We are also conducting new initiatives. Battelle operates the
four national research institutions owned by the US Department of
Energy and we are currently jointly operating the Battelle Venture
Partners Fund, which was established in October last year for the
purpose of commercializing the intellectual property that these
research institutions possess. We plan to continue to strengthen
our collaboration with Battelle, which is the primary source of our
company’s access to a wide range of high technology and commer-
cialization opportunities.

Nanotechnology is a new field in which research and develop-
progressing
Nanotechnology can be expected to revolutionize industries such

ment has been rapidly in recent years.

as telecommunications, biotechnology, the environment, and ener-
gy. Since it is a strategic technology that transcends the limits of
other more traditional forms of technology, there is fierce interna-
tional competition over its commercialization. Some even predict
that the size of the market in Japan alone will surpass 20 trillion
yen in 2010. Not only the US and European countries, but also
Asian countries are concentrating their resources on the research
and development of nanotechnology. While Japan is said to be
ahead of Europe and the US in basic research and materials, this
does not necessarily mean that Japan will also be ahead in terms of
the practical application and commercialization of nanotechnology.
In the field of nanotechnology, one technology can lead to the
development of products in various fields or lead to the fusion of
multiple technologies, and the practical application and commer-
cialization of nanotechnology, therefore, requires measures that
transcend the conventional frameworks of industries and corpora-
tions.

Our involvement with nanotechnology dates back to 1993. At
the time I was President of the US office of Mitsubishi
Corporation. One day, an employee in charge for business develop-
ment was pacing back and forth in front of my room, so I called
him into the room and listened to what he had to say. He said that
there was a new carbon material called fullerene with extremely
interesting characteristics. ~ After hearing what he had to say, I
realized that fullerene might conceivably become the dream mater-
ial of the 21st century, and immediately told him to conduct market
research on it. Following this, we obtained joint rights to fullerene
and nanotube patents, and have since been working on commer-
cializing these materials.

This is a photograph of ‘Frontier Carbon’ the world’s first
fullerene manufacturing company, which was established by our
company in December 2001 in collaboration with Mitsubishi
Chemical Corporation. A pilot plant with aggregate annual pro-
duction of 400kg was started in May 2002, and in May last year the
plant’s capacity was expanded by 100 times so that it could pro-
duce 40 metric tons of fullerene a year. Frontier Carbon succeeded
in becoming the first company to mass produce fullerene by com-
bining our company’s materials patent with Mitsubishi Chemical
Corporation’s mass production technology. This joint company
was established exactly three years ago in January 2001, less than
one year after I had proposed the idea to the head of Mitsubishi
Chemical Corporation. The alliance was realized due to a combi-
nation of several factors: the fact that the heads of both companies
made the requisite decisions of their own initiative; the fact that
MC had a strong patent position, which is vital to the commercial-
ization of cutting edge technology; and Mitsubishi Chemical
Corporation’s expertise and dedication to manufacturing.

Frontier Carbon has already sold samples to over 300 compa-
nies, quite a few of which are on the verge of practical application.
However, in order to achieve commercialization, the price needs to
be considerably lowered and production capacity enlarged to an
extent that will meet clients’ demands. Based on these considera-
tions, we set up a factory capable of producing 40 metric tons of
fullerene a year, thus securing a stable supply system and at the
same time reducing the price to 500 yen per gram, less than a tenth
of what it used to be. We aim to increase our production capacity
to 1500 metric tons in the future and to reduce the price to 20 to 30
yen per gram. As a result, in addition to using fullerene in high
grade sports equipment such as golf clubs and bowling bowls, it
will not be long before fullerene is used for industrial purposes, for
example, as an addition agent or coating for rubber, resin and
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grease. Our attention has now shifted to the questions of when and
how much fullerene is used at what price?

Next, I will talk about our company’s initiative aimed at the
practical application of nanocarbon. Since nanotechnology is an
interdisciplinary field, there are gaping holes in the process from
basic research to applied research to practical application. Unlike
traditional product development, it is extremely rare for one basic
technology or idea to be developed into a product and put on the
market in its original form. The pattern in recent years, rather, has
been that revolutionary new products are created quickly through
the combination of multiple technologies. Therefore, it is extreme-
ly important that somebody builds bridges over the holes in the
road from basic research to applied research to practical applica-
tion.

From this perspective, our company plans to create venture
companies for promising application developments of fullerene and
nanotubes, thereby building a bridge toward practical application.
In May last year, we established the company Proton C60 power,
which specializes in the research and development of Membrane
Electrode Assembly (MEA) for fuel cells. Furthermore, in July last
year, we also established Vitamin C60 Bio Research, a firm that
develops cosmetics using fullerene’s active oxygen elimination
capacity. We have also started many other projects in collabora-
tion with universities and other corporations, such as the develop-
ment of mass production and surface activity technology for spe-
cial nanotubes with high electron emission capacity to be used as
the electron emitter for Field Emission Display (FED), which is
expected to become the flat display panel technology of the future.
In the future we also hope to use fullerene to develop curative med-
icine for intractable diseases such as cancer.

I believe that by means of these two initiatives, in other words
by providing a cheap and steady supply of new materials with
unique characteristics, and developing practical uses for these new
materials with great potential, it will be possible to drastically
reduce the time it takes to commercialize these revolutionary new
materials, a goal that would otherwise likely take 20 to 30 years to
achieve.

This diagram represents our company’s system for the commer-
cialization of nanotechnology. I would like to stress two points in
particular today. The first point, which I already mentioned earlier
when I was talking about industry-academia-government collabo-
ration, is that we are actively involved in joint research with uni-
versities and research institutions, as well as in joint projects with
venture companies, aimed at practical application development.
Secondly, I would like to draw your attention to the existence of
‘Nanotech Partners’, the private equity fund for start-up companies
that Mitsubishi Corporation established as a means of gaining
access to nanotechnologies other than nanocarbon.

Nanotech Partners is an investment fund for highly promising
nanotech venture companies. The first round of offers was closed
in October 2002 at 5.4 billion yen. In addition to investing in
Frontier Carbon, since last year the fund has been investing in a US
nanoparticle venture company whose technology is planned to be
used in smart cards. The fund also invests in areas other than the
nanocarbon field. Moreover, the fund has a technical advisory
board comprising professionals from both within and outside the
fund, such as Dr. Karl, who was awarded the Nobel Prize in 1996
for discovering fullerene, Professor Endo, who is the leading
authority on nanocarbon in Japan, and Professor Osawa, who pre-
dicted the existence of fullerene in the 1970s. The board provides
valuable advice on matters such as the question of where to invest.

Finally, I would like to introduce three key phrases I believe are
important in the commercialization of high technology. The first is
the continuation of the value creation cycle. The second is strategic
partnerships and the integration of different technologies; in other
words, integration. And the third is management commitment.

To further elaborate on the first key phrase, when exploiting
intellectual property, the cycle of intellectual property creation is
said to be very important: This is the cycle of creating something
(invention/creation), securing the rights for it (the establishment of
intellectual property rights) and then exploiting the rights to gener-
ate revenue. Another thing that I think is important in addition to
this is the development of a continuous cycle of creation, where
once an intellectual property generates revenues, these revenues are
then used to fund new creations, and this positive cycle is repeated
ad infinitum. Our company’s R&D (+C) strategy does not expire
when we succeed in creating new value in the form of revenues
through the commercialization of a technology. If value creation
ends after just one cycle, it does not generate continuous growth.
Mitsubishi Corporation aims to create a positive spiral of value cre-
ation by exploiting revenue to find new needs and seeds in related
areas, and proceeding to commercialize them.

To elaborate on the second key phrase, the concept of fusion,
that is, strategic partnerships and the integration of different tech-
nologies, is going to become increasingly important in the com-
mercialization of technology and exploitation of intellectual prop-
erty. A year ago Peter Drucker published the book Managing in
the Next Society, which became a bestseller. In the book he writes
to the effect that: “Original technologies belonging to certain
industries or corporations can no longer exist, with knowledge
needed by industries now being born from completely different
technologies.” “Business development is now conducted not only
within a corporation but between different organizations. This is
something that we could not have imagined 50 years ago.” What
we should pay attention to here is that Drucker himself is saying
that it is alliances with strategic partners, integration of different
technologies, and the sharing of know-how that create new value.

So what role, then, can our company play in this integration
process? We can establish a value chain (with new added value)
by adding different functions such as finance, investment, consult-
ing and marketing to a business flow based on the commercializa-
tion of technologies, making the most of intangible assets such as
human resources, networks, and the trust that we have fostered
over the years. Moreover, I also believe that we have much to offer
in terms of helping organizations find either the right partners or
the right combination of partners.

The third key phrase is ‘management commitment.” Sensitivity
and speed are of critical importance in the 21st century, where
companies are constantly challenged by worldwide competition.
These two qualities are especially important in commercializing
advanced technologies. I think that managers must always remain
sensitive to trends in cutting edge technologies, and stimulate the
curiosity of their employees as much as possible. In other words,
the key to the commercialization of advanced technologies is for
managers to support the intellectual creation activities of their
employees and take timely steps to operationalize the products
thereof. This essentially means that managers need to have an
understanding of the technologies involved and be committed to
putting these ideas into operation. This is the reason behind our
company’s establishment of a business development department to
implement our R&D (+C) strategy, which department I, as presi-
dent, personally head.
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The sensitivity that I mentioned earlier cannot be something that
comes simply from a gut feeling, but must be supported by an
inevitability that reveals its intrinsic logic with hindsight. I often
hear that many of the great inventions came about by chance. I
have been told, moreover, that this ability to stumble across some-
thing by chance is called “serendipity,” but I believe that there is a
certain inevitability behind chance. And I believe in the impor-
tance of making efforts to turn a coincidence into an inevitability.
At Mitsubishi Corporation we aim to both respond rapidly to the
changing needs of society and maintain our international competi-
tiveness, by continuing to emphasize sensitivity and speed, and
through the commitment of management to the commercialization
of technology.

Thank you very much for your kind attention.

International Patent Licensing Seminar 2004

57



[RITBBEES R AICH T HERAEDER]

T4V T e A —V

ATy bY—ah -4 V7 HEEREEES

BREITEVE T, SHRAOEFTMHICBBRLFEY
WIS TSV T, TP MG E 0 F AR,
AHOFEHOBEEBY T LA L CHLEZPL LIFEd,

COHTEMZ, BEIIY Y A M V74 DEETRR
HHVESEE, ¥ 794 F—VFH, SV F - 7oty
ARl BELOHLOFEZRY) AhTEE L,
Lol BWBEIC L 2RRWRAMME (1P) Oz
ML T2 T AETT . 4 HOMETIE, Hilikix
DB BT 2 DICBELFMIMr2RGEET 52 L1
LEF, ATy by— - a2HfogIERZzO—-ALLT, B
LD DB ICEN - HEN BT 0k ) %
BOPERIFLIVERSTVET, RESHH OO
Bz AoiEH T2 e TERE, FIIC3IERFITRE
BRBAEMEAIK > TV B D TIZ B WAL B DT,

2O LEM» SR bIZL Yy by — - a2 R AR
LI L7 BIEIZ L HICRA0DOH M HEEZ & GbE
TwET, COHHRBMEQHEMZIHYIZLTEY, K—
b7 4 UGS RBMEG 2 X LD, T4y vy, B
Bk, HWEE L EOEMY— v ARRELTVET, H#R
DRFWMZERFE (R&D) AEFSIZE->TRAELORLIZH
WL, COHHOTFFIMb > TVET, RIZHITFAEI,
ZO)HLbOFRIBE I A, BRI-FORZ. BTH.
8HMhEBABHLETICLY T L

72 bW OVH EIFoEnicd. SO MAaEE
BREFREZYTTVE T, EFEOHLBIZIIEERBOD 5
¥y 7% RE L. HArBiRIcEb 2@ h 2 KL L ]
FiioTwET, SEERRYFY—2 - Fur 0% 0nLio
PREEL 72130, 3SARRSKEER T LI LR -TE
R

ZNTIE. BRELOBRIIBY v BvEd, KMol
Wiz k0 9L, RERFTFERE O HBRIZ19804E 12
FIEEAEX TS 205, 2002451213 1 K BV 2585
WHECETIORELE Lz SORIHITEEOHIZ AT
AETE, BT E DFEIZ20~40%D A E TR & B IL
ATHODNTWLZERGHD T, Thid. NEAT b,
I BM. Fa2aRKYOPITT, BHFSA I THHMOME
ZERwIg,

COXIRMEDOD ZHHEOMEEIZ, E2ICHBHTLL
I e M, —BOMEIEYIIMEZERTE 2L
I EEIT, TNOHDORFENIEEL UTHEICH EGWITHE
hBEnw) ZETY, MR EM>TITHMLEL &
Do

722X, 1 BMOD 5 4FEDOFFFERFHA DB & 2206
KEVT, ZOSEMICENTH 1 TGO TERG Lz L

LEd, HOORMING L BFoBEATICANRTAT
{728, 722 213, CO 5 ERM T L2 KkERFAH 1
FHhE ) BETT, ML AT, LREi» o 0%
BRHERD ) T3, HFEL1050 1R, IADBI0
BD1 PR T LN TELDTY,

LL. CHIZBRENLZERZEZSZSTL LI . fA7:
HLOWGIRAFEIIOVWTE 2 X, BERIEIEHEVESZ T,
LA, ZOMfEZEARBIIER L TV 2 EEIIBDTH LW
BB VwET, ZOZAFAL FlZidwl o7 oflEikit
BETHYET, 7+ —F 2 V1008 ABREW LN T
IRFEIZOVT, ZOBREIFRWLHELEEZRLAZDDT
To BAE. ShOSDRENESIAL Y AL TV BHEHTE. A
BFRDI%EMGTT . THOEAD—#H%Z 5D 5127 XF,
BOL5%ICDMABRVTLE ). 5%ICHMIRVIhED
FErd, BEALHHHBERKOBERIEDN TV 2T TT,
DRI ONTH, 25 L10~20%IETHER LTS L -
bhEd, 1TH FVOBMRRBEISHN LT, T 5450
O 1 HIZ Dz, R E LT, FEiFro LA 23
1TFHEVETRHLEZEIZRSTWVWEDTTY,

ZDFRIZ MEDOTIA Y v T HEMBEREICHT TR
L72bDTY, BERTLELSNLIFEHE) ¥ —VICD
WTHBLTAE Lz, 9. i uoiige o Bk
POIE ST A TVOWERTOMRE.L | OIREZFT,
£ LHICHD» o T &, AW ESEBYICERS . 1
PARFED—DODHEL RIEREIITEEEE T, b
WEIREAENE I, ZO32HHSHWIE4DHOEHD S
FHETWERA, 2FD. T4V TV T OLREINZHN
TN Z% b DHE . BEIPHRBAENITET TH HHIE
T AT, RIEMICHFE LN HAE R IR THEND
T

FIT. COBBEIOE O, ThbLEBENELY
F—UHHEYPREVEVI EZANBITTHDICLELRT
229 780K ORI LI ERVET, CoBNELY
MRS 5121, WIEOERIRE EEREMAGHLE T ) Z LA
KHFETT, ShHh b, RO 4DOOMMIHESZZHLICHEE
HEOTVETT, H—MHIZ. ERHEE. by 7oA.
HIZHE 2 R — b9 27203 Th <, HRBEITOLEEZ2EY
IIRBZENRRETT, Z2HIZ, 94y IV IiREE
W EE B0, EHUNOHEMDOIEIIC, EHEM DK
WMICEES 35 wH) ., Z2HIZ, kDT L LV T ¥
7 F— A0S BEEORMIE L EBRICKEFHEBE RG-S
5 L, BB, Bt oML % W FE B R MR O FPAG AL D
J2E09)ZETT,

Bl HOREBLOFR=FTTH, ZhiEgs1Lry

58 International Patent Licensing Seminar 2004



YT RERTHBREEYICRPELRVDH DT, ERBRERA
YREERWTLE, BIEIERBRR- LS REEATR L HE S
BETHLOD, F4ty ¥y 7 MBI 5 L8
BB 2 A OEBH AT S w2 & 3RS
S\, BRPLEE SNE L OB HADPTDbR TV E T8
REIZPL LIFs &, ZRHPBIBREOLXVITEE > T
TRTBEDY TXA, HMBEEZBLTY ¥ — Y E2IEKT
LUhENE, MEOHOWLLARNVIZHMSEET,

ZOLTRELPEE 22005, MM EIRMOMWIZZ D
FEICEBL TV LEIADHT N EVE V) L TY, B
BLRVF—7OFmesT 5 e, AINMEHEYE . 5t
BZSHOEME L BB LR ITNER S e d, BWEDOANT:
LIFHOME I X P LR T RWE D, BEERRY TS
AX—DIPERAZDFVICOMPICOARATES, BRI
HHIZIPOMHKEROLTCLE), 2LEE5TVRE0D%
HiZLEd, bbAA, TO¥R—MIIFHEE T X bR
LET,

ZEHEI. B4Ry Y U FORBEDIERIZ—DTIE R
WEWVWH T ETT, EDXI) LK ERRICLA, Thda
e LTSGR EREOHPHIZINE V. HN OIS -
HHRMEICHEAT2D0TRIThER D /A BEITIL.
HEROWMEN T [ LV ¥ v TN DS ZW o TWDHD
W2, FROSA VYV T - F—ARBFTA RV AEBRMLY
5X985bN72) LTVBEDTY,

R, (TL A EOHEMRMIEZ, HNFRORE L BT
FTHEVHIETODBE, ChETHRIALESFZREALTEY
AAET->TEE Lz, HMTORHIZZ ORNICHEITT S
LI FET, I A4y YU T ORI E R B
HIE R ATGH I 2 38T 5 Z L HBETT,

2AERICAT o 2B A U N — DG & LT,
72z I POHKHFIZ., 4y ¥y 7ianwd 5 LS
DOFR—MZEHLTERD 3 HIZoWwTahaE L, TN
DI A Xy AL FINBEMDT A & AL, £ LT
WHRD I HTT, TOEANIHLLOETT, BATOHK
757 R1bE. TR D T4 Yy v T T EREERAs
FEHIZHHVERRLH LTV B EEZ 7Y EHI90% D 1
W EoTWETH, HEMOMHRLZ LFL TS L v [
bFEDP54%. EHEMDOIA Iy v 72 ZHLTwE E W
VEZICLEDHEINE VI RRIIRSTVET,

LIAM. EHHMIZKEOMEIERELTVEEZAT
T Bl i, HEFREIBNROMBNES [ £~
VTR LEV—H T, BEMAIIAR LR E o 32
RIZOWTIE BRI XRET 2L HEDTT, LarL.
ZLIEDHAC L o THFIHHZPRIESERVRY . 20
FERICHEDL IV AL, HRoLZATHEMDI L
VAD—REEALTLIEVE T, AAbid. ENsEKD
FGALVATHERE LTS FTAT Ve SARTE
FLAA, — e LTENERBIIEI AR L L TR EE
TWVWLEZAEHYVFTEHATL. DL, AIHEEVIE
EPORKBOMEZFEH LW ERBIIE S TWED%
5. WML TR, 79y 2300, FELR S fhof
HOMMMEDSA LV ATHERETLLE Y, EITHEE

BEDITA LY RIRREROLHELTWAERETT, £
WCBAEHSEER L TWADEE VI L MBI LTIERY
FHA. LAL, BOBMEOFECT PIZRETHICHL D0
T¥o RO DL & L TEICHI 250 2
TARMBIHFETLHDLDTT,

7547 ¥ bOP&GIX. HHG72HOBWIKIZOWT [ BIC
3 5LV, 25, [ Bicdbikkicd H 255, 9
HLOHRHEN] [H B MWFITD DDA, ) HLOFIE]
(9 HIZHMALIZD B B A5, WA Z ) HITBENA
51 LI HMIIEbLsTWEERRTVWEL, TH L7
FREELZ T4 ¥ Y A LY. CORMBIARILTIER
bEWlifErEonhTd, 77+~ (Degnan). x— b ¥
(Horton) WilKAMT o 72BAIC & B &, Hifids % 75 BREB %
BB VITAEE R H 2 B A 1E. HT o EaEHZ20%% < &
HEENTVET, SERBREOEIE R LB BB IR 5
&L BEEIZZENEN35%, 50%D R hbln)Z ETT,

TlE. WBLEP. FNEMZHEHTESL XHITT 51T
EVYTRIZEIVWTLE I D T4 Y ¥ v 7N & HHER
DB THNNIBORIEZITH 2 & T FEIBIHEWME O E
LEMICIEMLTD S, BELHRRICHT 2032 LT L
LEIBONDENICLTBEET, T/ FROTA LY
YUT - F—=2DRAY vy 73, Wi AR OW T
LA TCE L. HNOBEERYWHEOED HT R Lo
THMoTBLEIICLET, T4V ¥y IO h
ThH, FERIEL > TREMPERDZIT ANV DL R
BYENL NS TT, 54y vy 7 - F—21F HEHD
B EERANES R TR ELRVDOTY, Bzbid, H
RDOFGA VT - F—RLHEFOWNED», 94
YIZRBL LT, VAR - Hibl - WG oK E R AMIC
BB ET 208 REOFETIEZVHAEEZTVET,
COMHFITIZ. MM EDIFMC D BRI R E. £
DRENVERSNLDTT,

Eix, A bOT WA, S D, FEREOWERS A
LU IV TOREESTARERERDO DR ->TWAET
LGP FE L7z, CORE. TOREOHREERLZDD
TYo BRMZWD 72D 35D 2H, 4L DFERIS S
Ay v I\ OWNEHREEZTZDIIHL, 9 FLl vh
Leho 2 REORE X OBFEI DT H30%IC% > TWET,
LALERBICIE, 94y Yy v 72T aHERI S0
ELTCHDHRZEEDVET, B 2r 947 MTIET A
L&, EH) LM BEERICENAEZEE, Z2TOK
D TREEELZEDLEIZT>TVET,

B LTHToRBELVYWD OO, BliOEEEZT A £
VUYTEMEL BVWEELRLDZLE V) OB BLORET
Fo TNFTICAEOEITALZ THMNEMEZ S kT
EDEREIEALEDVIEA 7954 T VDT 4 YT
23, HEADKFGTZILERIOTEHN, [ZZTHRYE
NoTiERV] LI HAOBRBVWET2HDOY 7202l
Ty MU SELTE] L) BEANDIRIZIANT TN
LTWwWhEZARELHELTVE L, EHEIX, E225H
Th» ) L MEOMIE WS X 93G5 2 0K KkOBKk
HDIZ, N TOHMBARZIEET 2HEICE->TLE S

International Patent Licensing Seminar 2004 59



TWwWEd,

KFREQAVIVT 4 V&M, < v FU¥— - TUF -
H YN —= DTS R AVRERD Y 5, HiiEHo 7o
LA ZAHRIC AT, BRENDY ¥ =V HRE D L
W DTT, TOFETHIIZ, SHBOHAMN %2 ZFAND L
ik, CORDOYHNZ L 572 BRFHOYTAL 7 VITRENS,
M EHA~OEN RS DH B L LT Lizo Flifkr—F—
RAVE 2= I — LA R ERIFEOVVERTIE, B
MDTATHA 7 VHERDBEL SROH L HEiofEH b
HEATOWBEZERGHY T3,

HAKMIZE S &, BERBEO 7o 2 2RI A LT
LERTIE. MEANOFNE Y BPKREL LLHINHED Y T3,
COFRIEF, BREISTTEEHAEY (TRS) IZ2WT, FrEk
WORBE V) HThETAEL ZNICH AL 2 LK
L72bDTY, BEEROYEIZ. 77 2 AR/
WezEMoTWwETA, by 7TEOEEGDLTNI6%TT, L
Pl L% - V7 b o7 - PR AR L VW 2R T
F. FEY ORET2/E»S 3HEOMETDH D £3, Bz
mBHgE. WHEOHMEH IO L Hifio##HIZ, o4
YV TEBEEICB R PRV DBDRDTY,

bHAHA ) LAHkIEIE) FEET A LTHEETL
5b5DTT, FERICHLTIE, BMiR—1r7+)F2ED0b
HRADFMANEZ A TBHLTAIEICLET, 4
UV VT OFREFRVIFHEZETLDDTTH, TO%
A BN - 2B D Ob SRR 2 A I A B A
T B HIzo TRODEEIZRDLDD RFM B3 & 8
KOFHH L V) FIETT, RFEOHIZIZ, Y E2—5DT
WY XLRMIRT2 2 NIBOBAMFHCI e BT 5 LR
RBLTW2IEddHY 9,

T4V B [AGMI /20 vy XD
b, [HEDO=— X3 ] vy BHNLEEENRVL O
REBWET, ZLORETIE. ~—F vy P TVRIY LT
ray—=Fy vaMERHALTWET, 29 LR
T M. T POHPASLZED I PATHBICE ) #EET
ZHEV)EEICHBMRLTE T3, HICHTZID % IR
MEREEZVVEVI SOTI AL, Hifl - B - BER
R D HE T LB ETT,

70, FXYVAESLLVIINTAILEHEETT, ZDE
Wik, ZOFNEZ 4 22T TRLUE Lize #IDIZ1500H;
MEFEE L. SNCERBEEZDTTOKY) T3, 220D T
Ay ZAHEONG L LTRAZE20~3009) B, 10~2004
WD LB FTA LV R - U TR R D E WS A
TYo 10~200ED5 4 & v 2 %28 5121%, 150003 oFi %
Bt LR e 2w Ty, wAOFHETIR. ko=
— Ao TEMZREL. TOREN MMM EZEELT
WwW3ZE, ZLTHETH2IHAVWETIRHTE V&
RBLET. RIT. oM % $ 2 FEFW IOV THED
W, EDOX)RENTERESA AT 509 %ITIRLE
To BB, TOHEFMW LAifEZ T4 ¥ —2HH LT
BY., HNBEOLMEIHEICE > THHBTE230TH S
CLEMRELET,

HMD5 42y ZIMBBETL &) 2o FETEDH

WEE. W 2. KRGO =—X, AL
T MPD=— o0 Tid, BRI 25000 28
WDLEET, BES LA BN NARD SN E T, AMITD
Wik, BHELEMEFLETT, T2, BHZRREEAR
MNZHEHTEDLZEHBRYTT, HHIEE, I/ V7D
BAEHIT 2010 CTHRELRKEHZ R LTINETL
£ 9o

UbhzFeogsl, BEEEIMBEROLHEL KR —
M9 252 L TULELRREIIEMS N2, B EEHT
EnE, A S NAMEIXS SRR db0Lt), B
BRI B2 5252125 EVW) T ETT,
EINOEHEEZTA L AL THEMIITE TN, Zh
EARYMOFRTOLE VA RICETLAERIIZITHEHTT,
WTOHRELETTH, T4y ¥ v FIBMBIREZ RO TH
HEME AW T2 L) GO, T4 AWM & B L CRE
THIED, K EELBMITT, Sy FUVE—DF—5D
EZATHHWLE LA, BElizsBroI94 235
ZERHNEHOHMERETA2DEFHTL S, BREAOHN
DEV)HTEAHICE S TRICYDEZAVDH B ERVE T,

BIIMICRZ L, DRiOFEHTHBFHEL LA BwF 3
7 at 2 DB MHERIEDOBRRIMIMETME AT S S
ET, ZOVA 7NV RVICEDLIENTEET, ThIC
Z. Bl F — AR F — A L HHER D . BT ER
SN EZRMICIA LY ATEDLLHICTHIE
PHETT,

PLEOBBIZERIZ, ERICL>TEPENEDDOTT,
I PEMAERA ) BMEBEEIA b—F4 VT VT - F—
DZEREGHABIAIEH ) FEANS, HEHETNIIP
WMZEEW) ONRKRBORFLEEECE T, o), B
BSE T A M. BRI 2 DU, U REZ A M 2 0
AATHRHET 2T EDTT, EBAKNEZT 7 /7 ud—7y
VaRlhr o —4ry PFVRIIE L TATL EE W, Hilz
DB E RHZED ET5DTERL, WICE o T
DB HHEMZRDOTF 5 LI L TLZE WV, fHHOLVHE
KIZKBEOGFE 2D ERATVWLRENSETEXE T, /—¢
BA5EHCTHIE, MHOEVEHRIFZTSICRYL L
T3

Ay bY— - AN OBFICIE. 2O00HICERE K
52X9BHDTVET, —2id. MifEOR VM. MK 7% Y
—ERAEHNLTEHYIA4 V. 754 Y OW K CHREBWIZTH
BT LS LT, ZoHE, iBIcFE LN Hli=
—XZHRRICREL, FRZBZ SN2 BB 5 XD
WCLET, BEORICIBAEHM THMZHHmIcmLzE 2
2B FTA. 9T 5 LHERBLHEDOERIUTRT
TLEVET, Z94hE, L2sREYF VT v 7 RkE
Nz TR — b3 240z EDbY. HEBTITA L
ADUHIZOWTIRENEEN BT T, fIfEOKVE VR
AF % Y RIZRKPHDRANRED L EVAHIRIFIZHR>TLE W
T5, ZLOPMERLTEL L, 2o ThEEIENYS
NEEHRILICHRIDOTT, BB, FFENPOREN R
HMi o5 - B, ROEZORE T LA, EBRICELT
DEEEHETHLIZLEZHLEFTBEET,

60 International Patent Licensing Seminar 2004



TAZHIZE > TORBERE, THOEY FTH LR
HITE. BEHE LA, B0z XMy =—X 8B L
TWVLRENHY T, SHRESI AL M, VRN ER
EmBENS 2R E L nEEIZTVWET, ZLTHAILTY
CH TR Z: T PEIAH ZHESEL L., B3 AHMWEPEZ
—DOPEIFARET LB rhItBoTwEd, SHM
HNLELZT 72y 7 2RBIC. £ OFBEMBIEEOELL
HE2EEINLIILZEHE>TVET, THEED YLK
WwE L7,

International Patent Licensing Seminar 2004

61



“Achieving Excellence in Technology Transfer”

Phillip B. Stern
CEO, yet2.com, Inc.

Good morning and thank you very much for your kind attention
to my presentation this morning. I would like to offer my thanks to
National Center for Industrial Property Information for the oppor-
tunity to address this audience.

Over the past few decades, companies have mastered many
major initiatives including just-in-time manufacturing, total quality
control, supply chain management, and rapid prototyping to name a
few. However, few have truly mastered effective intellectual prop-
erty (IP) exploitation through technology transfer. Through my talk
today, I would like to examine the key elements necessary to
achieve excellence in technology transfer. As one of the founders
of the yet2.com marketplace, I share a vision of a much more effi-
cient market for technology transfer than exists today. We believe
that there is tremendous latent value that can be achieved when
companies look outside their own boundaries to find or to exploit
technology.

To that end, we developed the yet2.com marketplace, which
today connects roughly 40 buyers and sellers of technology every
month. But our market relies on capable participants and to that
end we offer professional services such as portfolio analysis, tech-
nology evaluation, licensing and technology transfer, and technolo-
gy acquisition. Many of the world’s largest research and develop-
ment (R&D) companies share that vision with us and have joined
to support the marketplace. The companies listed on this chart are
just a few. We have registered over 80,000 users on the market-
place from thousands of companies.

In addition to the marketplace activity, we bring several key
resources to this effort. Our personnel have transactional experi-
ence to guide our clients, and we are working with many of the
most capable and largest companies involved in technology trans-
fer. This year we have offered several benchmarking programs and
are also hosting a conference in March.

Now to turn to the question at hand: various market estimates
are that the market for royalties on United States (US) patents has
grown from almost nothing in 1980 to well over US$100 billion in
2002. In fact, in the specific examples listed on this chart, compa-
nies are able to use licensing revenues to fund as much as 20-40%
of their research and development costs. I have listed here exam-
ples from Honeywell, International Business Machines Corporation
(IBM) and DuPont. Perhaps you are familiar with these examples.

So with this much value at stake, where is the issue? The issue is
that these companies are very often used as a benchmark for what
your companies can achieve in a very short period of time. A sim-
ple equation will illustrate my point.

As an example, if IBM’s licensing revenue in a given year is
roughly US$2 billion and if over the last five years, IBM has
received roughly 10,000 patents in the US, you can place your
company’s number of patents received in the lower right hand cor-
ner. And let us say, for example, that is around 1,000 US patents
received in the last five years. You can do the simple equation. The
task and the goal your senior management may assign you, if you
have one tenth as many patents, you should be receiving one tenth

as many dollars.

But is that really a realistic goal? Well, I will tell you it just is
not the reality for most firms that we work with. In fact, very few
companies seem to really capture that value. On this slide, I have
listed several metrics. I have listed the present condition for the
typical Fortune 100 High-Tech Company and what we believe the
potential is. Presently, the typical Fortune 100 company licenses
fewer than 1% of its patents. Licenses are granted to a small per-
centage of the available market, perhaps less than 5%. As few as
10-20% of their patents are used in their own product design. It
achieves perhaps less than one patent per US$10 million of
research and development. As a result, it often has royalty income
of less than US$10 million.

On this chart, I have listed several of the stages of an organiza-
tion’s licensing capability, and I have compared that with the
investment required to be at that stage and the potential return,
starting at the beginning with “research and development without
patents” and “benign neglect” at the low end of the scale and rang-
ing up to the upper right hand corner where “intellectual property”
is proactively managed and where “IP becomes a business” of the
company. We find that most of the companies we work with are
stuck really in the third and fourth circles here: “reactive licensing”
and more “ad hoc licensing”—reacting to opportunities that present
themselves to them and not a coordinated strategic effort.

So I would like to illustrate a few of the skills necessary to move
from those areas to the upper right hand corner where, while the
investment is higher, the returns can be substantially higher. To
achieve that excellence will require a combination of strategy
changes and execution. I am going to focus the majority of my
remarks on four strategic elements: The first of those is that senior
managers, senior executives, must not only support the strategy,
but need to take care to foster cultural change. Next, a successful
licensing strategy must involve not just non-core technology but
the proactive licensing of core technology. Third, central licensing
groups therefore require the deep involvement with business units
in strategy development and execution. Finally, technology acqui-
sition should be a core part of a company’s research and develop-
ment strategy.

The first element, senior executive support, is what is necessary
to create the environment for licensing to take place. In too many
situations, a senior executive voices support, perhaps sets that
unreachable target that I mentioned, but does not actively promote
licensing through the day-to-day demands they place on their oper-
ating managers. In fact, as with many and any necessary major
change initiative, frankly, nothing happens if the initiative only
stays at the senior management ranks. The need to achieve greater
returns through technology transfer must permeate all levels of the
organization.

A major challenge to accomplishing this is the relative lack of
knowledge of this topic outside of the intellectual property depart-
ment. In many of our benchmarking discussions with customers,
intellectual property managers speak of the need to educate
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research and development managers, finance managers who only
see patent maintenance costs, purchasing managers who too readily
give in to IP demands from suppliers, and salespeople who freely
give away knowledge IP to customers. Of course, this support
comes with an investment cost.

Secondly, there is no single right strategy for technology licens-
ing. Whatever strategy is chosen for your company must fit within
the overall corporate and business strategy as well as the internal
research and development and exploitation strategy. Too often cen-
tral licensing groups are asked to drive licensing success despite
business unit strategies actively opposed to licensing.

Finally, most technology powerhouses have driven their general
business success through fiercely competitive environments where
protecting internal knowledge is central to the very culture. As a
result, technology exchange runs against the current and requires
the companies to develop reward systems and incentives that cele-
brate licensing success.

In our survey of our founding member companies two years ago,
we asked IP executives about the senior executive support for
licensing along three dimensions: outlicensing core technology,
outlicensing non-core technologies and technology acquisition. The
answers are posted on this chart. Looking at the center bar, over
90% of the managers reported senior management that strongly or
modestly advocated non-core licensing, but only 54% were sup-
porters of technology acquisition and only 36% supported licensing
core technology.

However, core technologies are where the majority of the value
exists. Strangely enough, while most managers will not support
active licensing of core technology, they generally would support
assertion of patents against their competitors. Well, unless you are
going to seek an injunction against that competitor and stop them
from practicing, the eventual license that you generate from that
assertion is just another form of core licensing. In fact, we have
seen many clients make money on non-core licensing but none that
have built a truly successful business around it. And if you are
determined to extract the most value from your IP assets, you
should license know-how and the other types of IP such as trade-
marks along with the patent rights. Perhaps as importantly, compa-
nies often only reluctantly agree to license core assets when their
markets are in decline. However, the most valuable IP is in markets
that are growing, where the claims are the broadest, and where they
really offer revolutionary change.

One of our clients, Procter and Gamble, has stated that their
strategy is moving from “I have it and you don’t,” to “I have it, you
have it, but I have it faster,” “I have it, you have it, but I have it
cheaper,” “I have it, you have it, but every time you sell something,
I make some money on it.” These core assets, when licensed, are
most valuable when fully developed. As an example, in a study by
Degnan and Horton, they determined that the royalty rates for tech-
nology declined 20% if it is only at the pilot or prototype state.
Discounts for completed designs and lab-based technologies
decline 35% and 50% respectively.

So, what is necessary? What is required to gain access to this
core technology? That is internal corporate alignment between the
licensing function and the business areas. Involving the business
units in strategy development and execution ensures that the prod-
uct and organization knowledge will be available when necessary.
The best central licensing groups have staff with depth of knowl-
edge, about both the market and underlying technology, but also
the organizational politics and how to get things done, because
often the best opportunities for licensing are the hardest ones for

the business unit to accept. As a result, the central licensing group
must creatively find a way for this coordination to happen. We
believe this is best accomplished when both the central licensing
group and the business units actively invest in people as licensing
resources with business, technical and transactional experience.
The job is multidisciplinary requiring intellectual property, legal
and deal-making capabilities.

In fact, according to our survey, alignment with the business
units was one of the biggest differentiators between the more suc-
cessful and less successful licensing companies. In this chart, I
have shown the results of that survey. Two thirds of the more suc-
cessful companies reported that most business units supported
licensing while this number was only 30% for the less successful
companies. But as a practical matter, hope exists even when only a
few business units support licensing. We often advise clients to
focus their efforts on those supportive business units and to seek
the change in culture through their successes there.

Finally, it is our belief that while it is often difficult to measure,
technology acquisition is important as licensing out. Few compa-
nies have succeeded in changing their culture to drive technology
acquisition. As our client at Philips Corporation noted, they—and I
am sure many of you—face a strong culture of “not invented here,”
and they are trying to change that attitude to “proudly found else-
where.” In fact, reward systems often provide an incentive to
develop technology internally, when in fact they should be promot-
ing finding a solution to challenges wherever that solution may
come from.

Some interesting research from a leading management consult-
ing firm, McKinsey and Company, indicates that opening innova-
tion processes to the outside world creates higher returns to share-
holders. In McKinsey’s research, they found that openness to out-
side technical solutions was related to innovation pressure as indi-
cated by product life cycles—that is on the y-axis. Some of the
most innovative industries, such as the semiconductor chip and
computer gaming businesses, had the shortest product life cycles
and were most successful at accessing external innovation.

Specifically, those companies in an industry that open their
innovation processes to the outside world tend to have higher
shareholder returns. In this chart, we have compared the total
return to shareholders (TRS) of the leaders in open innovation to
the followers. In the pharmaceutical industry, where accessing and
external development is more the norm, the leaders outperform fol-
lowers by a smaller margin of only 16%. But in industries such as
chemicals, software, semiconductors and automotive, the share-
holder premium for those companies ranges from doubling to even
tripling the followers’ performance. So technology acquisition
leading to rapid innovation, unique innovation, is a critical part of
any licensing strategy.

Of course, these strategic considerations must be complemented
by excellence in execution. I will focus my comments on the exe-
cution on the foundation of that, which is the assessment of the
opportunity that lies in the technology portfolio. While the licens-
ing process is a lengthy one, no step is more important in making
the transition from ad hoc and reactive licensing to proactive IP
management than effective technology evaluation and opportunity
assessment. But often, companies make the mistake of believing
that this can be done by a computer algorithm or a purely internal
technical evaluation.

In fact, we believe that licensing is much more a game of “What
does my potential customer need?” rather than simply “What have
I got?” All too often companies focus on a technology push
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approach rather than a market pull approach. This understanding of
the external environment extends to the scope of the IP and how
that IP fits into the marketplace. More than just reviewing the
patent landscape, one must review the technical, legal and commer-
cial environment as well.

And there is a substantial need to filter opportunities. In this
chart I have shown four steps in that process: starting with 150
identified technologies, moving to 50 qualified technologies, 20-30
licensing programs and 10-20 revenue generating licenses. In order
to generate maybe 10-20 licenses, it may be necessary to review as
many as 150 technologies. The first step is qualifying by market
need, ensuring the company has the intellectual property and that
there is a possibly interesting market application. Following that is
understanding the business proposition for using the technology
and understanding the terms under which the technology would be
licensed. Finally, making sure that that business proposition and
value are understood by the licensee and the terms for technology
transfer are agreeable to both parties.

What is needed to license technology? A licensable technology
requires the identifiable technology assets, an understanding of the
market, a growing market need and the people. That market need
needs to have a strong technology match to the technical capability,
a proven competitively advantaged capability. From the people
side, it requires a technology champion. And it requires access to
the inventors and scientists themselves, who often can have an
absolutely critical role in assisting and identifying the opportuni-
ties.

In summary, senior executive support to transform the culture of
the organization builds the required environment, but without
access to core technologies, only modest value can be achieved.
Therefore, this access is critical to long-term success. In fact,
money can be made licensing non-core assets but we have seen few
companies truly make a business out of it. Causing coordination
within the company to happen, ensuring that the licensing depart-
ment truly understands and works with the business units and
understanding and creating the licensing strategy is critical to
building a successful program. Finally, as I have illustrated with
the data from McKinsey, licensing-in can be as critical to your
companies for shareholder return as licensing-out.

In the long term, as I think has been illustrated in the previous
presentation, the cycle is truly enhanced when the intellectual prop-
erty department is truly involved in the front end of that asset cre-
ation, in the development process. That requires partnering with the
technical and legal groups to ensure that the IP that is created will
be effective and useful in generating a licensing program.

These strategic factors do rest on excellence in execution. The
product development cost for an IP organization—I think most of
us believe that in an IP organization, the licensing group does not
have a product development cost. I have tried to illustrate that your
product development cost is the act of prioritization and funneling
to identify the available IP assets. Seek to change the mode of
operation from the technology push to the market pull. Find tech-
nologies that are valuable to the market place instead of trying to
find the value in the technology. All too often, companies invest
too many resources in low value opportunities. Learn to say no.
Drop those low value technologies quickly.

In fact, we advise clients who are interacting with the yet2.com
marketplace to focus their resources in two critical areas: one, high
value technologies—market aggressively both online and offline
through professional services; and two, systematically review tech-
nology needs listed on the marketplace to see which ones they can

solve. Putting hundreds of technologies on the marketplace, which
a few customers have done, defocuses their effort, defocuses their
investment and results in companies attempting to follow up on
many low value opportunities where the company is ill-prepared to
support with the appropriate samples, the appropriate confidential
information, that the business units have not made the decisions
that they are clear to license. So putting too many technologies out
for license can very much distract and defocus your effort. Finally,
developing and acquiring an efficient and comprehensive business
development and screening process is a critical element of the exe-
cution.

The goal and the challenge for us all—for us as a market maker,
we rely on companies who are capable, companies who have iden-
tified their technologies, who understand their needs. We, with
you, would like to build a more efficient technology transfer mar-
ketplace. In working with you, we would like to help you achieve
success in building proactive IP management, making IP a business
for your company. Armed with the techniques I have talked about
today, I hope that many of you will achieve that excellence in tech-
nology transfer. I thank you very much for your kind attention.
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“|P Strategy in a Front Runner Era”

Hajime Sasaki
Chairman of the Board, NEC Corporation

Thank you for your kind introduction. I am Hajime Sasaki,
Chairman of NEC. It is a great honor to have this opportunity to
address the 2004 International Patent Licensing Seminar with a
keynote speech. My speech today, as you have just heard explained,
concerns “Intellectual Property Strategy in a Frontrunner Era.” As
you will know, these days Japan is said to have become a frontrun-
ner in terms of industrial structure, having for many years been
described as a catch-up industry. I would, therefore, like to consider
the question of what kinds of intellectual property strategies might
be appropriate for Japan in view of its frontrunner status, giving
specific examples from NEC in the course of the speech.

Since our corporation, as you will know, operates primarily in
the IT and electronics industries, I would like to concentrate on
considerations of intellectual property strategies relating to the field
of IT electronics. Of course, it goes without saying that intellectual
property strategies differ according to industrial sector. Moreover,
although one talks of mature industries and emerging or new indus-
tries, the industrial environment of IT is different to, for example,
industrial sectors such as biotechnology. As it is somewhat beyond
my powers to discuss the whole spectrum of all industry, I will limit
my talk to intellectual property strategies as they relate to the IT
industry.

It is extremely interesting to note that three fundamental inven-
tions roughly half a century ago unexpectedly laid the foundation
for today’s IT revolution. The first was the invention of the transis-
tor in 1947. Not only did it become possible to amplify electrical
signals using solid matter, but at the same time an extremely conve-
nient electrical circuit device was born—one that enabled the
expression of the two states—(0 and 1—by means of an electrical
circuit. The use of two states—0 and 1—to convey information
formed the basis of Claude Shannon’s theory of communication.
With the development of the von Neumann-type computer, a com-
puter with built-in programs, these two to three years, an extremely
short time, arguably represent the dawn of the age of “information.”

These developments conceivably constituted the “big bang” that
spurred on the advent of knowledge society, as described in Alvin
Toffler’s “The Third Wave.” The big bang half a century ago was
the IT revolution that brought on the third wave, whereby the source
of power, having previously shifted from muscle power to wealth,
then shifted to intelligence.

Given this background, this chart presents possible methods of
conceptualizing intellectual property and intellectual property
rights. Wisdom and knowledge are combined with certain informa-
tion, which might include scientific and technological discoveries,
conceptualizing of new products, or information concerning the
demands of the market, to give birth to new creations or applica-
tions. We might broadly divide these into the two aspects of ideas
and expression. With the idea aspect giving birth to intellectual
property such as inventions, discoveries, and concepts, and with the
expression aspect giving birth to copyrighted works, and with the
further existence of databases without copyrightability that can also
be regarded as intellectual property, a wide range of intellectual

property rights are necessary to deal with these respective types of
intellectual property.

It is worth noting here that in the past when one referred to copy-
righted works, one was likely talking about, for example, written
work such as a novel, pictorial art, or sculpture. These days, howev-
er, copyrighted works have also come to assume an extremely
important standing in the IT industry. It is possible to view these
many intellectual properties as characterized by being both mutually
connected and forming one system. I would like to talk about an
actual example of what [ mean by this.

A semiconductor, in particular, indeed represents an integrated
circuit of intellectual property. I would like to begin with talking a
little about the fact that an “Integrated Circuit” is an “Integrated
Circuit of IP.” To begin, of course, with patent rights, for basic
patents there is the Kilby Patent invented by Jack Kilby of TI, but
also a wide array of additional types of patents. In addition, there is
also the code expressed by 0 and 1 controlling the operation of
semiconductor circuits—the microcode—but this is in fact protected
by copyright. There are also trademark rights. The right to use lay-
out design of integrated circuits involves the graphic design of the
electronic circuitry on the face of a semiconductor being protected
by the right to use semiconductor layout design. Of course, the trade
secrets must also be protected. Because a semiconductor product is
an active capital good, it will only be passed on to the end user after
having first been built into personal computers, flat screen televi-
sions or mobile phones.. Consequently, semiconductor makers are
unable themselves to publicize information about which user has
how many of what product. These kinds of trade secrets exist.

Regarding the issue of microcode copyright that I have just dis-
cussed, there was a lawsuit between NEC and Intel over the ques-
tion of whether or not microcodes are protected by copyright.
Lasting more than four years from the end of 1984 until the begin-
ning of 1989, it was an extremely lengthy lawsuit. The three points
of contention were (1) whether or not microcodes are protected by
copyright; (2) whether or not a microprocessor product developed
by NEC infringed on the microcode copyright; and (3) in order to
establish infringement, whether the microprocessor 8086/8088 was
protected by valid copyright.

The result of the lawsuit was that microcodes are copyrighted
works and are, therefore, protected by copyright. In other words,
while ordinary electronic circuitry should be protected by patents,
microcodes, because they are defined by the digital expressions 0
and 1, are protected by copyright. Nevertheless, the copyright for
the microcode incorporated in the 8086/8088 microprocessor was
adjudged to be invalid. The reason for this was that products created
by other makers who had received this commission did not display
the copyright. The display of the © mark and what follows it, of
course, is a prerequisite for copyright protection, but because con-
siderable numbers of products made by the licensees did not display
the copyright mark, copyright was invalid. Thirdly, the microcode
that we used was a new product. Consequently, the judgment con-
cluded that there was no copyright infringement.

70 International Patent Licensing Seminar 2004



This process set a legal precedent for judgments on infringement
in cases of access by reverse engineering or resemblance with
respect to products protected by this kind of copyright.
Consequently, based on this result, a kind of rule was established
whereby, when developing a new product, only published informa-
tion can be used and the human designer, who has not accessed
trade secrets of similar products, needs to design using the so-called
clean room method. I personally think that this was an important
judgment, which confirmed the fact that copyright, which had previ-
ously been rather vague with respect to manufactured products, has
substantial meaning as an actual right.

This trend is also evidenced by U.S. IP policy from the 1980s
onward. In my opinion the protection of microcodes by copyright
can be traced back to 1980, when revision of the Copyright Law
clearly established that computer programs would be protected by
copyright. Subsequently, also in 1980, the “Bayh-Dole” Law was
enacted. This law made it possible for universities and corporations
to retain the patents for inventions developed through government
funding. The Young Report of 1985 also had a significant impact on
the direction of U.S. IP policy, and the 1980 revision of the Patent
Law can be linked to the enactment of the WTO TRIPs Agreement
of 1995, an agreement making it obligatory for programs to be pro-
tected by copyright as opposed to other kinds of protection.

In conjunction with the diversification of the substance of these
various kinds of intellectual property rights, it has become neces-
sary when considering the standards for corporate valuation to
include both the tangible assets that appear, as before, on the bal-
ance sheet, and intangible assets and properties. For example, as we
see below here, current conditions are giving rise to a way of think-
ing which considers intellectual property in terms of a balance
sheet.

In light of such circumstances, I would like to explain a little
about how intellectual property strategy is developing at NEC.

It is already common knowledge that the traditional linear model,
whereby basic research was followed by applied research and then
practical research, is these days not necessarily always followed. As
we see on the right, the contemporary situation is such that research
and development are becoming synchronized, with basic research,
applied research, and practical research carried out simultaneously.
This is being said to spell the demise of corporations’ central
research institutes while increasing the importance of industry-acad-
emia-government collaboration. For example, in the case of the new
field of bioinformatics, while NEC has expertise and capability in
computer science, it does not necessarily have sufficient knowledge
of the bio aspect. Consequently, the parallel model is gaining atten-
tion as a means of speedily acquiring knowledge about a different
field.

As a result it has become necessary for corporate R&D pro-
grams, which are created according to business strategy, to also be
closely tied to the basic research being conducted at universities.
Accordingly, while both IP strategy and the acquisition of basic
patents are important, a pressing question is how these basic patents
can be linked to business operations. It is, therefore, clear that busi-
ness strategy and IP strategy are becoming increasingly and more
intimately connected in terms of, for example, the need to form
partnerships, to address the question of how to conform new meth-
ods based on the basic patents to global standards, and suchlike con-
cerns.

In such circumstances, as we see here, the management of IPR
portfolios becomes an important issue. In the past, corporate patent
strategy has been characterized by a strong tendency toward a quan-

titative mode of thinking: how to increase numbers of applications
and how to register the filed patents. However, if the costs of main-
taining patents are included, it is clearly important to manage these
filed and registered patents in such a way as to generate new value.
As we see here, within a matrix defined along one axis by the
importance of the business and along the other by technological
competence related to patents or intellectual property, it is essential
to make judgments based upon positioning within this matrix; for
example, whether it would be better to consider license transfer,
whether a field is appropriate to consider strengthening profitability,
increasing technological competence by means of alliances and
suchlike, or whether, in view of both the high value of a business
and a high level of technological competence, a strategic business
sphere ought to be developed autonomously.

Of course, even in the case of the linear model of old, a variety of
strategies were formulated and put into effect. Broadly speaking,
these can be divided into the aspect of resource opening—the strate-
gic usage of outside resources—and that of profit-making source
opening—the strategic usage of intellectual property. While a vari-
ety of measures have been devised in the cases of both the strategic
use of outside resources and the strategic use of intellectual property
for each phase from the creation of ideas to research, development,
manufacturing and sales, there may be a slightly superior method
for the use of intellectual property.

With respect to what I have just discussed, in the treatment of
intellectual property rights according to the former linear model, the
general pattern was commercialization followed by mass produc-
tion, aiming to use a profit-making source to enhance a corpora-
tion’s valuation. Today, of course, there are still such cases of built-
in original products, but there are also cases where intellectual prop-
erty rights are licensed or sold, or used to enhance corporate valua-
tion through information transmission.

By way of example, with respect to the miniature transistor that
NEC announced recently, while the smallest transistor currently
under mass production has dimensions of 90 nanometers, we have
been able to confirm the effective operation of a transistor measur-
ing only five nanometers. This kind of information transmission is
arguably one way of enhancing a corporation’s valuation.

Consequently, while I have mentioned our patent as a representa-
tive example, and while of course in the case of software one needs
also to consider copyrights, it is necessary to think on this matter
expanding further the scope of traditional research and development
activities. In other words, while in previous cases patent strategy
was considered with a focus on technological strategy, it will hence-
forth be important to proceed by incorporating patent strategy from
the stage of creation of the business plan. As we see here, one car-
ries out strategic registration focusing on core technologies. Then
one must consider how to manage one’s portfolios, as I mentioned
previously. Further, with respect to strategy based on promoting
R&D, and standardization, the two should be promoted in concert.
Unfortunately, in the case of NEC, there have been several exam-
ples in which the process where patents were created based on this
kind of technological strategy was not sufficiently linked to busi-
ness strategy. Reflection on such cases has prompted us to consider
this new type of management.

As a further new method for the exploitation of intellectual prop-
erty rights, we opened the Innovation Marketplace last July. This
essentially aims to present information about patents, technology
and engineering services to the electronics market. We opened a
marketplace designed along these lines because the presentation of
patent introductions and the possibility of licensing them by means
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of electric marketing was previously extremely rare.

As of the end of last year, roughly 800 users had registered,
including overseas users from 36 countries. The pie chart below
shows the professional sectors to which the users belong. It is
entirely possible that this electronic market will lead to the realiza-
tion of patent licenses, and also of NEC’s patent licenses.

However, looking from a different perspective, it is also neces-
sary to consider how to guard against leakage of knowledge. These
are the seven patterns for leakage set out by the Ministry of
Economy, Trade and Industry in March last year. In a situation
where, as I previously mentioned, corporations face the diversifica-
tion of the substance of intellectual property, it is necessary to take
such matters into consideration.

It is necessary to take concrete steps to implement these seven
preventative measures. In Japan’s case in particular, the mobility of
human resources has traditionally been extremely low, and appro-
priate preventative measures against technology leakage have,
therefore, perhaps not yet been devised.

In any event, the question is how to maintain balance between
opening strategies and closing strategies. To give you some con-
crete examples, as you see here, in the case of our corporation we
keep production facilities and key devices in-house. In the case of
key devices, even if we needed to rely on external sources, at the
very least we would, as far as possible, try to keep production with-
in the country. Further to this, the actual situation is that division of
know how and then, for example, access to information or the reex-
amination of the contents of applications are carried at a number of
corporations. The management of intellectual property, insofar as it
includes both the opening and closing aspects I just mentioned, is
becoming extremely important.

I would now like to share some of my thoughts on the challenges
in developing Japan as an IP nation. While these figures are often
quoted, as we see here, Japan’s shares of high-tech industrial
exports are continuing to decline. It is clear that Japan’s industrial
competitiveness has actually fallen in competition with the U.S.,
China, and Asia. It is, therefore, necessary for a number of funda-
mental transformations to be made.

If we consider this question in terms of the catch-up and front
runner paradigm, we must also recognize the fact that the structure
of competition has greatly changed.

To express this change in a word, in the catch-up structure, the
focus of process innovation was on “how” to make things well. The
front runner perspective, however, considers rather “what” to make,
developing products that cannot be made elsewhere. While this of
course relates to levels of technological advancement, at the same
time it gives rise to the goal of “making something that other com-
panies cannot make” by means of the creation of products protected
by intellectual property rights. This, in turn, is connected to “contin-
uously stimulating creative product innovation” as propounded by
the Japanese government’s 2002 Science and Technology White
Paper.

In any case, expectations towards the strengthening of technolog-
ical development capacity were clearly shown by a questionnaire
survey of management in major corporations, with the importance
of corporations’ technological development capacity ranking second
only to administrative deregulation. We are, therefore, likely to see
continued efforts by corporations aimed at greater value-added con-
tent by means of the strengthening of their own technological devel-
opment capacity.

With respect to the Japanese government, Prime Minister
Koizumi’s February 2002 policy speech advocated as a national

goal the strengthening of Japan’s international competitiveness by
means of strategic protection and exploitation of the fruits of
research and creative activities as intellectual property. Following
this, the Strategic Council on Intellectual Properties was established
and, in March last year, the Strategic Program for the Creation,
Protection and Exploitation of Intellectual Properties was enacted.
As we see here, the program involves the activation of the phases of
creation through protection to exploitation, the strengthening of
contents business, which has expanded dramatically in this IT age,
and the solution of problems related to the human aspect.

Building on these policies, in the 2004 draft budget, while the
majority of items suffered cutbacks, the budget for the promotion of
science and technology was set at 1270 billion yen, an increase of
3.3% on the 2003 budget. The Council for Science and Technology
Policy’s “Plan for budgetary and human resource allocation (for sci-
ence and technology in 2004)” maintains that it is absolutely essen-
tial to cumulatively build up investment in science and technology.
On the other hand, however, the plan also describes the important
responsibility to explain to the nation and to society how valuable
national resources are being invested. It is clear that there are high
expectations towards the implementation of science and technology
policies based on this kind of thinking, and that it is necessary for
industry to follow through by producing results.

A further development is that April 1 this year will see the insti-
tutionalization of National Universities. In conjunction with this, the
framework for dealing with intellectual property will change. After
institutionalization, IP will no longer in principle belong to an indi-
vidual inventor as is currently the case, but will belong to the insti-
tution concerned, with the management structure for IP being left
largely to the discretion of each institution. It is clear, therefore, that
further to the creative research conducted in research laboratories,
the question of how intellectual property rights should be managed
will become increasingly important to planning departments.

At the same time, developments in the legal sphere are also
steadily progressing. Here we have a comparison of the legal infra-
structures in Japan and the U.S., and we can see, for example, that
while the number of people in the legal profession in the U.S. is
940,000, in Japan it is only 20,000, roughly one forty-seventh.
Moreover, on the matter of patent personnel, when one considers
the numbers of patent applications and filings, it would seem that
Japan remains shorthanded. On the other hand, because it is likely
that disputes involving intellectual property rights caused by the
recent heightened awareness of rights or by intensified competition
with developing countries will increase hereafter, the foundation of
an IP High Court is planned, in order to establish a legal system that
can handle technology. The current state of affairs is one where
these kinds of measures, that is to say, the implementation of gov-
ernment budget steps, the reform of universities and the establish-
ment of a legal infrastructure, are steadily taking shape.

Consequently, in light of all these factors, in order to further pro-
pel Japan towards becoming an IP nation, it is clear that industry
also needs to come up with answers to the question of how to bal-
ance the triangle of the economy, technology, and law, and, more-
over, how to develop society by the exploitation of knowledge and
wisdom through this framework.

This concludes my speech. Thank you very much for your kind
attention.
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“Open Intellectual Property: A New Perspective

on Managing IP”
Henry Chesbrough

Executive Director, Center for Technology Management, Haas School of Business, University of California-Berkeley

Thank you and good morning. I would like to begin by thanking
the sponsors of this conference for inviting me to come be with you
this morning. I would also like to thank Mr. Sasaki from NEC
Corporation for a very interesting and very provoking discussion
about intellectual property in the information technology (IT) sec-
tor for NEC. I learned a great deal myself from this talk, and I
hope, after my presentation, you will see a great deal of commonal-
ity in our thinking about industrial innovation and the implications
for managing intellectual property.

This is an outline for what I wish to share with you this morn-
ing. I want to begin where Mr. Sasaki began as well and that is to
look at a history of the intellectual models that we use for thinking
about research and development (R&D) because this is a source of
the intellectual property that we wish to discuss today. I want to
look at the sources of that model and then I wish to present to you
some criticisms of that model and make a suggestion to you that, in
most industries, we need a new model—a model I call Open
Innovation. One aspect of this is that, as we move toward an open
model, I believe that for companies, their business models will
become increasingly important to direct the development of intel-
lectual property, to inform the access of external intellectual prop-
erty and link that to the usage of that knowledge and wisdom in
that company’s business and other companies’ businesses.

Let me begin by describing an ideal type that I believe describes
many companies’ R&D processes during the 20" century and I call
this a closed innovation system. Let me explain why: On the left of
this figure, a company initiates research investigations by drawing
from its scientific and technology base. Those research projects
then enter what I have shown here as a funnel. You often hear
other words for this funnel: sometimes it is called a portfolio;
sometimes it is called a pipeline; sometimes it is referred to as a
stage gate process. In all cases though, there is one way in and only
one way out. In this case, products go out to the marketplace for
that company in the form of new products and new services.

This model worked very well for a very long time so before I
explain to you the need to change this model, I first want to recog-
nize the many successes of the model. Mr. Sasaki referred to the
big bang in information technology. That was one example of the
success of this model and here is why I think it was so successful:
The fundamental technology breakthroughs that companies
achieved from their research and development gave rise to new
products and new services and that led to increased sales and prof-
its for this company. That in turn allowed them to reinvest in addi-
tional research and development, which in turn led to another
round of breakthroughs in technology. So you can see how it
becomes a virtuous reinforcing cycle.

To give you just a few examples in addition to the one Mr.
Sasaki identified, I would like to just point your attention first to
the chemicals industry in the 19" century where most economic
historians believe that the German chemical industries were the
first to come up with internal research laboratories to commercial-
ize and study properties of chemicals to create new dye stuffs that

led to new products. This model was then brought to other coun-
tries such as the United States (US) by companies like DuPont and
these became templates for the organization of research organiza-
tions in the United States as well.

In the electrical area, Thomas Edison in the United States
worked with what became General Electric to create the first inter-
nal R&D factory there and it was also very successful. In the petro-
leum industry, the original John Rockefeller created enormous
economies of scale and scope in petroleum that led to the natural
monopoly that became Standard Oil. Although it was broken up
later on by the US government, the monopoly that was created
arose from the research achievements of the laboratory that they
created.

In the Second World War, there was a massive mobilization of
science and technology, but very importantly, this mobilization
was not nationalized by the government in the United States.
Rather, the universities and company laboratories were maintained
as independent entities that received funds from the US govern-
ment, but they did not become US government civil servants. So
when the war ended, there was already a tremendous development
of technological capability dispersed across the many universities
and many corporate laboratories. This became a very powerful
base of intellectual resources that I think positioned the US econo-
my to grow strongly after the Second World War.

At Harvard Business School, there was a very famous business
historian named Alfred Chandler, and Prof. Chandler attributes the
rise of the US corporation in the 20" century to the economies of
scale and economies of scope that these corporations realized
through their management of research and development. I do not
have it here, but I think we could also say that in Japanese econom-
ic history, the catch-up of Japanese corporations after World War II
through the end of the 20" century also benefited greatly from their
economies of scale and scope in their own corporate laboratories as
well.

So this model was very successful for a very long time. I think it
is worth noting though that there were some hidden assumptions in
the logic of this closed model that, as time progressed, these
assumptions became less and less accurate for the processes of
innovation. The first assumption is “If I discover it, I will find a
market for this discovery”; the second is “If I discover this first, I
will own this discovery”, which means not only will I have the
right to use it, but I will also have the right to exclude others from
using it without my permission. In today’s discussion, we would
say, “If I discover it first, I can protect my intellectual property”.
This is an assumption, and I invite you to think about the validity
of that assumption in your own situation. A third aspect of this
logic is “The important technologies that I need, I can anticipate in
advance so that I can make plans today to make the long-term
investments that many years from now will yield the discoveries
that I know I will want.” This model puts a premium on strong
technological foresight. And lastly, from the human resource point
of view, the assumption in this model is “The best people in the

International Patent Licensing Seminar 2004 83



field work for us”. And if they do not already work for us, we
should endeavor to hire them and have them work for us.

This led to a series of what I call the “best practices” for manag-
ing intellectual property. I would characterize these practices as
having a defensive mentality in their character. One principle was
“We wish to manage intellectual property to preserve design free-
dom for our own engineers and scientists.” This meant that in
many cases, when you were working with or confronting other
large companies, the typical response was to cross-license your
technology in return for access to their technology. Indeed, one of
the goals for the people managing intellectual property was to min-
imize the risk of being sued for infringement of intellectual proper-
ty. In this mentality, there is little interest in using intellectual prop-
erty as an additional source of revenue in the business. And again,
there is little interest in using intellectual property as a means to
explore new markets for your technologies. So in sum, the goal of
the intellectual property management was to prevent or minimize
what could go wrong. I will return to the practices in the open
model later in my talk.

I have already stated to you that I think that this closed model of
innovation in most industries has become outdated. Let me explain
now five factors that I think account for the shift that we need to
take in the models of innovation. As Mr. Sasaki explained, even in
Japan, the labor market is becoming more fluid. As some of you
may know, in the United States, it is quite common that the aver-
age engineer would have perhaps nine different employers over the
course of his or her career. And as the employee moves from one
company to the next, even with employment agreements and other
legal protections in place, the employee takes a great deal of expe-
rience and know-how with them to the new employer. The new
employer never pays compensation to the original employer for
this knowledge and experience, so the effect is that it diffuses
knowledge out of large central organizations; it diffuses it more
broadly to smaller organizations. And for a smaller organization or
a startup, you gain access to years and years of valuable knowledge
without having to pay the cost of generating that valuable knowl-
edge.

A second factor that I think is responsible is the rise in the quali-
ty of the university system. I know this is a hot issue in Japan right
now as you are undergoing this transformation from state-owned to
corporate university structures. As you know in the United States,
this change has been in place for many, many years. What is also
important to understand is that the funding sources for research are
shifting as well. It used to be that most research funding came from
the government, and it was academically-based and peer-reviewed
so that the research problems addressed by university faculty were
primarily ones of interest to other university professors. In most
fields now, industry provides the majority of research funding to
universities. This means that university faculty are now starting to
ask themselves “What are the important questions in industry that
we need to address?” It is no longer sufficient that the research be
interesting to academics. It now must meet the test of being rele-
vant to industry as well, because that is where the funding is
increasingly coming from. That means as a resource for the entire
industrial base, more and better good work that is relevant to indus-
try needs is now being generated at the universities. These are
available to all companies of all sizes, so it again has the effect of
leveling the playing field for innovation.

A third factor that I emphasize primarily to my US audiences is
that many US companies have become complacent about their
technology base. They make the assumption that the best technolo-

gies in that industry are going to emanate from the United States.
For many years after World War II that might have been true. It is
no longer true. In many industries now, some of the best work and
some of the most exciting new technologies and new standards are
starting outside the United States. US companies that are used to
studying only other US companies are now at a terrible disadvan-
tage. They are going to have to become much more global in their
search for new technologies, their search for partnerships and
research if they are going to remain at the forefront of their indus-
try.

In Mr. Sasaki’s talk, he mentioned the survey that was done
where deregulation was noted as the single most important policy
response for the Japanese government. This is what I have in mind
for my fourth point here, that because of antitrust policy, because
of the rise of many startup companies in new industries, the strong
oligopoly positions that supported long-term research investments
many years ago—think of IBM in the computer industry, AT&T in
the communications industry or Merck in the pharmaceutical
industry—those market positions are now under great attack, and
companies are having to cutback on their long-term spending
because they no longer have the market strength to sustain those
investments.

The last factor that I think is going on is the enormous growth in
the United States—and I know that in Japan this is not yet played
out—but the venture capital community has become much stronger
and much more important than it was perhaps 30 years ago. And
this has another effect of creating strong incentives for people to
take their technology and ideas out of a university or out of a cor-
porate research laboratory and create a new company to try to com-
mercialize that technology.

When you take those five factors and aggregate them together,
the net effect is that in most industries, there are diminishing
economies of scale to R&D. The amount of money you need to be
a successful innovator is lower today than it was perhaps 30 years
ago.

Here are some data from the National Science Foundation in the
US government to support this point. Now these are US data; I
know the data would look different in Japan, but I invite you to
think about whether and how this might apply in Japan as well. In
1981, of all the money spent on US industrial R&D, just over 4%
of that money was spent by companies of less than 1,000 employ-
ees. In that same year, more than 70% of all industrial R&D spend-
ing was done by companies of 25,000 employees or more. This
would be an example of what I would call the “closed model”.
Most of the innovative activity was being done at the largest com-
panies. If you were a R&D manager in one of these very large
companies, if you were to look at the R&D in those small compa-
nies, you would not be very impressed. It would not be very good
quality, the people would not be very good, it would be very little
threat to you.

But look now just 18 years later in the year 1999. The large
companies of 25,000 employees or more are still doing the plurali-
ty of R&D spending, more than 40% in that year. But now look at
the amount of R&D activity in those small companies of under
1,000 employees. It is now more than 20% of all industrial R&D
spending in the United States. This is a powerful message I think
for how we organize research in industry. In 1981, you could
ignore the small companies and the startups as you did your
research planning. In the 21st century, the small companies are too
good and too important to ignore.

And these small companies break that virtuous circle I was
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describing to you a few slides earlier. Now when there is a funda-
mental technology breakthrough, either in a corporate laboratory or
in a university perhaps, there is a new outside option for the people
who discovered it. Yes, it could result in new products and features
in the company, but the outside option is to leave and form a new
company. If you meet up with venture capital down at the bottom
of the slide, the venture capitalists will provide capital, they will
also help you focus on defining a new business model to commer-
cialize these discoveries and often they will go after a new market
rather than going back into the existing market.

Now many of these companies fail and that is why I show that
arrow at the bottom of the chart going to RIP, which stands for
“Rest in Peace”; it means the company died. So I do not mean to
suggest that all of these are successful by any means. But I do want
to suggest that when the companies do succeed and achieve either
an initial public offering, going public on the stock market, or per-
haps being acquired at a premium by an established company, they
get the rewards along with their venture capital backers, but the
link is broken in that they do not reinvest in new fundamental tech-
nology breakthroughs. So here is where the system breaks down.
The people who are spending the most on R&D do not get the full
benefit of that investment returned to them.

I saw this at close range in some research I did at the Xerox
Corporation. This is a chart from one of their internal presentations
in the year 1996. It shows what I think looks an awful lot like that
funnel I was showing you earlier on. They have a number of pro-
jects. Each of those bubbles is a project; some of which were
exploring potential new markets, some of them were exploring
potential new technologies. Then as they proceeded from left to
right and as they took more resources, they underwent further man-
agement review as they went along. The managers were asking
“What is the potential of this project to help us grow our busi-
ness?”, and in particular, they focused on helping their business
model succeed.

Now Xerox in the mid-’90s was making both very high speed
copiers and also high speed printers. They were mining their tech-
nology base for technologies that would turn faster copiers or more
colors in the document output and these kinds of features. If the
project did not ultimately promise to do one of those things, often-
times the project would be stopped and receive no further funding.

Now on the right of the chart, there were three paths out of the
process: the top path was to the business groups, which is what BG
stands for; the bottom path was an incubator they created they
called New Enterprise; and the third path was licensing or spinout.
And that was the ranking of their preferences. The best case would
be used in their current business. If they thought it had long-term
potential, they would put it in an incubator. If neither of those crite-
ria were satisfied, only then would they license it outside.

As I reflected on this process, I realized two important insights
that I think are quite typical of most companies. The first insight is
that this process is intended to minimize the chance of a false posi-
tive. A false positive is something that goes all the way through the
process and looks very positive at each stage of review but goes
out to the marketplace and it fails. You hear the chuckles in the
audience. I think many of you had false positives. They are expen-
sive. They are very expensive failures because you have been
through the whole process, and so it is understandable that compa-
nies like Xerox would like to organize and manage their evaluation
of these projects to minimize the risk of a false positive.

What I did not see—and I invite you to think about your own
organizations—I did not see a process to manage the risk of a false

negative. A false negative is a project that as it proceeds through
does not look very promising and might get stopped or cancelled as
a result. But of course, we are looking at projects at a very early
stage of their development, we do not fully know what the technol-
ogy is capable of, and we may not know what the market might
truly need or want. This uncertainty means we are likely to have
measurement error in our evaluation of these projects. Yet the way
we manage the process—the process is managed as though our
judgment, our measurement is 100% accurate. And I suggest to
you that in many cases, because it is so uncertain, that it is not
accurate. So much of this hinges on what Xerox’s business model
was trying to accomplish.

As I thought about this, I realized that we use the term “business
model” quite loosely, and there are very few clear definitions of
what we mean by the term business model. So working with a col-
league of mine at the Harvard Business School, Prof. Richard
Rosenblum, we developed the following working definition of the
term business model. In our definition, you must start outside the
company. You must start with the customer and the market that
you are trying to serve with your technologies, so you must identi-
fy a market or a market segment. And that means that you are iden-
tifying a group of people you are trying to serve and implicitly oth-
ers that you are not trying to serve.

Once you have identified a market segment, you must then artic-
ulate a value proposition to that segment. The best way to think of
this is: for that market, what customer problem are you trying to
solve? And, is this something that customers experience as a press-
ing need or is it something that they view as nice to have? I think
of the distinction of pain relievers and vitamins. If you think of a
vitamin, our doctors tell us we are supposed to take them, and it
may help our nutrition; it may help us live longer. But day to day,
we do not feel any differently if we take them or if we do not, so
we are not going to pay very much for those vitamins. By contrast,
a pain reliever is something where you are already experiencing a
great deal of pain, and if you take the pain reliever and that pain
goes away, you feel it very strongly, and you are very willing to
pay a great deal of money for a pain reliever—much, much more
than a vitamin. In many technology businesses that I study, compa-
nies do not pay enough attention early on to this distinction, and
many good technologies and many good people are deployed on
building vitamins rather than pain relievers.

So once you have this value proposition, now you are ready to
go inside the company and define the key attributes of your offer-
ing and which aspects of your offering are going to solve those
problems for that set of customers. This allows you to focus,
because until you know what the key attributes are, you cannot
give clear direction to the R&D organization about what to priori-
tize at the top. If you cannot set priorities, then everything is
important and nothing gets special emphasis.

Once you have discovered the key attributes, now you must
build the value chain that will deliver those attributes that solve
that value proposition to that target market. In this value chain is
when you decide where which of the key elements we must make
and who the partners are we must work with to build this system
that can deliver this. In the closed innovation model, the attitude
was “We would do it all ourselves internally for maximum con-
trol”. In the new technology environment, even the biggest and
best managed companies are finding it best to work with talented
capable suppliers to balance their supply chains and dedicate their
own internal activities to the core areas that are close to their own
competences and then build on the competences of others.
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Once we have done that, now we can define how we are going
to get paid. And particularly in this new model, as Mr. Sasaki’s
slides were showing about intellectual property, there can be multi-
ple revenue streams from the same set of intellectual property.
Then we can talk about the value network or ecosystem that sur-
rounds this value chain or the activities of third parties. And the
investments that they make can influence the ability of that system
to deliver value to the customer. This is what we mean by a busi-
ness model.

Now this is a hard concept for technology companies to manage.
One reason why I think it is hard is because it spans different
domains of knowledge. On the left hand side, you see the technical
domain of knowledge. It is a very rich space indeed. Our scientists
and engineers spend many years being trained both in school and in
their jobs in how to work in this domain. The measures of perfor-
mance in this domain are measures of feasibility, measures of per-
formance, various technical attributes. There is just one problem.
Companies do not get paid for the work in that domain. The work
in that domain becomes valuable only when it is translated into the
economic domain. And now the measures we have in the economic
domain, which themselves are very complex, include measures of
price, profit, value.

How do you map from the technical domain to this social
domain? While companies specialize their personnel, so they have
engineers and scientists in the technical domain, sales and market-
ing people over here, but that does not answer the question of how
we connect from one domain to the other. One suggestion I offer to
you is that a company’s business model serves as an intermediate
object to connect these different domains, so that a salesperson
does not know what new technology can translate into directly. But
if the technologist can say, “I can give you these key attributes that
solve this problem for this set of customers,” the sales and market-
ing person can say, “Well, if you can do that, I can translate that
into economic value for our business,” so it becomes a middle
ground for them to interact.

I want to take a moment to give you just a very brief snapshot of
history again from my research at Xerox that I think shows the
value of a business model and the cognitive challenges of manag-
ing a business model. This is going back now to the 1950s for the
original Xerox model 914 copier. The inventor of this technology
was a gentleman named Chester Carlson, and he discovered a
method of using an electrostatic charge to fix toner onto paper in a
way that would not smudge or smear or wear off. Now there were
other technologies for copying documents at this time. Some of
you may remember some of those technologies. They tended to
either have lots of ink and be very wet, or they tended to be thermal
processes which essentially burned the image into the paper, caus-
ing the paper overtime to yellow. The good news is these other
technologies were not very expensive. The machines to do these
functions cost perhaps on the order of US$300, so the quality was
not very good, but the machines were not very expensive, and copy
volumes in that period were perhaps 15 or 20 copies a day on aver-
age per machine.

Joe Wilson who was the president of a company called Haloid
got to know Chester Carlson and together they teamed up to com-
mercialize this new xerographic technology. Wilson realized that to
build a system that could implement xerography would be very
expensive, perhaps as much as US$2,000 instead of US$300 of the
earlier technologies. He realizes “We cannot do this on our own,”
so he takes this technology and offers it to IBM, Kodak and
General Electric saying, “Look, we have got the patents and the

intellectual property, we have got this great technology, let us part-
ner. We will provide the technology, you provide the manufactur-
ing and distribution, and we will share the results of the business
together.” All three companies were approached, all three exam-
ined the technology, all three turned him down.

Now before IBM turned him down, being a very thorough com-
pany, they actually commissioned a study from Arthur D. Little.
Arthur D. Little did a report, studied the technology and concluded
that, “Although it may be admirably suited for a few specialized
applications, the Model 914 has no future in the general office
equipment marketplace.” Although it may seem now like they
made a mistake, remember that General Electric and Kodak also
looked at the same opportunity and also said no. The reason I think
they said no is the business model, because I think what Arthur D.
Little’s study was doing and my inference about GE and Kodak is
that they were looking at it from a razor and razor blade business
model. In this case, the razor was very expensive relative to current
technologies, more than six times as expensive, and the razor
blades were much cheaper per copy. So if you think of it that way,
you can see the problem. How do you get the very expensive razors
into the mass market? Maybe a few niches and a few special appli-
cations but no mass market.

Wilson had a hunch that a different business model could unlock
much greater value, and his business model was that instead of
selling the razor and the razor blades, he leased the razor. And he
actually bundled in 2,000 copies a month with the lease, so the risk
was shifted away from the customer onto what was then Haloid. It
could have been a terrible disaster if they built all the machines,
leased them and the customer sent them all back at the end of the
lease. Haloid would have gone bankrupt. But what happened
instead is once the customers tried the new technology, they loved
it. And the superior copy quality from the new technology rapidly
escalated the number of copies made from each machine. So
instead of doing 15 or 20 copies a day per machine, the copy vol-
ume boosted to 2,000 copies on average per machine per day. So
these initial 2,000 copies that were bundled in were consumed on
the first business day of the month on the lease. And from the sec-
ond business day of the month on, every additional copy was
another click, and every click was more revenue for Haloid. And it
turned Haloid into Xerox and made it a Fortune 500 company with-
in ten years. This was the same technology that the other compa-
nies looked at, but a different business model. So what seemed like
a negative turned out to be false negative.

In my further work with Xerox, I studied what happened to the
research projects that Xerox did not continue to pursue. So having
seen this example of the false negative in its own history, in its
own formation, I wanted to study false negatives out of Xerox’s
research organizations. I spent two years with their cooperation
studying a number of projects that started in their research labora-
tories but they were stopped internally and were either discontin-
ued or were licensed out externally. I found 35 companies that met
these criteria, and they became the basis for my study. I am not
going to share all 35 companies with you. If you have interest,
there is more information in my book about this, but I do want to
take a moment to describe just one that typifies the pattern that I
saw.

This is a company many of you know called 3Com that com-
mercialized the technology that started at Xerox PARC (Palo Alto
Research Center) called Ethernet. The inventor here was a guy
named Robert Metcalfe, and he worked on this technology at
PARC for many years in the 1970s and then left the lab in 1979 to
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commercialize it. Now one thing we sometimes forget is that these
things do not happen immediately, and indeed for the next two
years until February 1981, Metcalfe himself is working as a consul-
tant, and he has to find income to pay his bills. So he does consult-
ing work for many companies. He also brokers an alliance for
Ethernet with Digital Equipment Corp. and Intel for what became
the IEEE 802 interface that we now today call Ethernet. The initial
business plan that Metcalfe had to commercialize this technology
was that he was going to take this Ethernet standard, put it on to
boards to sell to Unix workstation manufacturers, and he was going
to hire his own direct sales force to accomplish this task. So these
were certain aspects of his business model.

Now in the meantime, the environment in this time is quite
active, and a lot of small events happen that have large conse-
quences. One event is that while Metcalfe is trying to pay his bills,
he is doing this consulting, and one project he did was he actually
created the first directory of Local Area Network (LAN) computer
dealers around the country. It turned out there was no one reference
for these dealers, so at his kitchen table using his telephone, he and
his wife called up a bunch of these people, many of whom
Metcalfe knew from his research work, and they compiled the first
directory of Local Area Network dealers. And they sold hundreds
of these at US$125 a copy. So for a consultant trying to pay the
bills, this was good business. It was so good that he did it for the
next five years.

Of course as we know now, the IBM PC and its standards took
the world by storm. 3Com did get venture financing in 1981, and
they hired a guy from Hewlett Packard named Bill Krause to be the
Chief Executive Officer (CEO). With those events, they created a
new plan to commercialize or a new business model. They aban-
doned the Unix marketplace, and they focused on the IBM personal
computer (PC) marketplace, and they abandoned their direct sales
force. Instead, they decided to distribute throughout that directory
of dealers that Metcalfe had developed from his consulting busi-
ness. So same technology but different deployment, different com-
mercialization, a different business model and a tremendous trans-
formation of Ethernet as a result.

When it was within Xerox, Ethernet was basically a component
technology. It was glued to connect different elements within a
copier. It turns out that inside a Xerox copier you will find Ethernet
because it allows Xerox to mix and match different front-end docu-
ment feeding mechanisms with different back-end copying and col-
lating features. So by having this internal modular network, you
can plug in different front-ends and different back-ends so it sim-
plifies the stock-keeping units you have to have to serve your mar-
ket. But when you think about what that is worth, it is not worth
very much because it is just this internal component technology.
By creating a standard for other companies to connect PCs with
printers and disk drives, this initial false negative turned into a very
large positive.

This gets to a point I think is very important in managing inno-
vation, the need to identify a business model for a technology. In a
minute, I will describe what I think this means as well for manag-
ing intellectual property.

I think companies who have been very successful in their R&D
and have gotten to a very large size have done so because they are
very good at playing chess. The metaphor of chess is about lever-
aging your current business model by planning several moves
ahead: thinking in advance, making investments today that will
yield the results in some years’ time to put you in position to con-
trol the board. In terms of information, you pretty much know what

the technology’s prospects are, you pretty much know what your
competitors are likely to do. The key to win is to think ahead,
anticipate and make the commitments you need to dominate the
board.

When examining an early stage technology for a new market,
this process does not work very well because now we are not sure
what the business model ought to be. We are not sure what the key
attributes of the technology are, we are not sure what the right cus-
tomer market segment is. In those situations, it is much more
important to think about managing as though you were playing
poker, where you are finding a new business model, you have to
pay in order to play and you have to pay in order to receive new
information. And here, instead of optimizing your current business,
you are trying to recover the possibility of missing what looks ini-
tially negative but might turn out to be a false negative.

So this is my analysis of Xerox. The company was actually a
well-managed company that played chess very well. It did a good
job of applying these technologies in its laboratories to its current
business model. The error, in my judgment, is they did not have a
process to manage the false negatives. So what you are seeing here
in the pink line is Xerox’s own market capitalization; the market
value of its shares times the number of shares outstanding. And I
am comparing that to that dotted blue line which is the sum of ten
of those companies. Remember we started with 35, most of the 35
were not successful, but ten of them became public companies, and
if you aggregate the market value of those ten companies and com-
pare it to Xerox, that is that dotted blue line that you see there. And
as you see, through the ’80s, it was a very small portion of Xerox’s
value but by the mid-’90s and through to today, the aggregate mar-
ket value is more than twice that of Xerox itself. For companies
that are looking to grow, that are confronting mature markets and
intensifying competition—essentially companies that need to
extend beyond their current business—it is my view that these false
negatives are potentially very valuable sources of identifying new
markets and new profit, but you are going to need different
processes in order to manage that.

So there is a conventional belief that the Xerox managers were
just bad technology managers, that they were idiots. As you can tell
from my remarks, I think that is wrong. I think they were very
effective in managing against their current business model. Indeed,
as you probably know better than I, there was a tremendous chal-
lenge to Xerox in its core copier and printer businesses starting in
the late 1970s and early 1980s both from Japanese companies and
from IBM and Kodak. Xerox fought back very effectively against
this challenge, so to say that these managers were incompetent I do
not think is very fair to their history. My critique is deeper. My cri-
tique says they were well-managed according to the practices of
the closed innovation model, and the root causes of their difficulty
were these very processes, using the chess playing processes on the
false negative opportunities, where those processes do not fit.
Instead, Xerox needed poker processes to manage those opportuni-
ties.

This gives rise to what I call the Open Innovation paradigm. As
the name implies, it is open both on where projects come from and
also open on how the projects go to the marketplace. On the left,
we can still take technologies from our internal technology base,
bring them through our research and development processes and
take them to the current market. That is now a special case of a
more general set of opportunities. We can add to that external tech-
nologies that we can bring in to our research process that will sup-
port our business model and complement our internal technologies.
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We can bring them in at an early stage through perhaps working
with the university, we can bring them through at a later stage per-
haps with a startup or a joint venture, or even bring them in
through acquisition late in the development process. Instead of
nothing getting into the funnel in the closed model, in the open
model, there are many paths into the process over time. So too in
going out to the marketplace, where the technology supports the
current business in the current business model, it is often best to
take it to the current business as before. But now there is another
menu of options to taking this. If another company has a business
model that can benefit from this in a different market space, rather
than trying to copy that yourself, it may be best to license it to them
and hire their business model to commercialize your technology. If
there is no business model evident, then some venturer is going to
have to find the business model, and here is where you may want
to create a spin-off company to do the experimentation to search
for a viable business model for this new technology. So there are
many paths into the process, and many paths out of the process. It
is an open system.

The logic here is quite different from the logic of that earlier
model. The logic here starts with the idea that good ideas are wide-
ly distributed. No one has a monopoly on knowledge. So as Mr.
Sasaki said, we are moving to a knowledge economy and a knowl-
edge society, I want to add to that the insight that in an open world,
there are no knowledge monopolies. Useful knowledge can be
found in many places today.

The second point I want to make is that being first to discover is
not even necessary nor is it sufficient to win in the marketplace.
You can all think of exceptions to the rule that “He who is first
always wins”. In this Open Innovation model, you do not have to
be the one that starts the project on the left side first to win the
race. If you have got the right business model, and if you have
timely access to it, and if you have other assets that are comple-
mentary to your business that perhaps the pioneer does not have,
you may win the race even if they went first.

The third point is that a better business model beats a better
technology. I think anyone who has studied Microsoft as an organi-
zation, whatever you think of them as innovators, you have to give
Microsoft tremendous credit for being very thoughtful about devel-
oping business models. If you think of the companies that compet-
ed with Microsoft in the 1970s and the 1980s and the 1990s, very
few of them are still around. I submit to you that one of the key
advantages Microsoft had was their business model, not their tech-
nology. It was their business model that I think caused them to be
so successful.

Intellectual property in this world of widely diffused ideas in a
very dynamic environment has to be managed differently.
Intellectual property in this setting is a perishable asset. If you
patent something, and you are not using it, and you are not licens-
ing it, you can assume that its value is going to decline over time.
The implication of that is to find ways to make more rapid and
more broad use of your intellectual property because your markets
and your customers will not wait. They have problems they are try-
ing to solve, they are looking for suppliers and partners to help
them solve those problems. If you try to hoard your technology,
others will step in. I think this is particularly true in the information
technology sector where there are so many ways to organize and
innovate in technology.

If I can leave you with one thought out of all this talk, it would
be this last point: Not all the smart people work for you. That
means that your smart people have a new job to do. You still need

smart people in your organization to do research and development,
but they have a new task in addition to the tasks of generating
knowledge. They now have the task of identifying and connecting
and leveraging the good ideas that exist outside the organization as
well. Our definition of research now needs to expand to include
that as part of the research function.

This also means a new approach to managing intellectual prop-
erty. Instead of that earlier approach that I characterized as defen-
sive in nature, I believe that managing intellectual property in the
21* century and building an intellectual property society will mean
thinking about intellectual property as offensive in nature. And I
have already alluded to two dimensions of this: The first dimension
is to make extensive use of external intellectual property to grow
your own business. You should still use your own internal technol-
ogy when it is core and when it is hard to imitate by others, but you
should be much more open about building upon the intellectual
property of others. In a world of widespread intellectual property,
the value comes not from generating the piece of intellectual prop-
erty so much as finding the architectures in the systems that con-
nect them together into useful, valuable, coherent systems. If the
pieces are widespread, there are going to be millions of combina-
tions of those pieces. The companies that can define and develop
and implement the architectures that connect them together are
going to be the ones that create value in the 21* century. So do not
be afraid of external technology. Instead, become a system integra-
tor that utilizes it.

The other aspect of the offensive mentality is to allow others to
use your intellectual property to grow their business. I say this
because those parties are likely sources for exploring new markets
that you may not be addressing today in your current business with
your current business model. Think back to Xerox with its copier
and printer businesses. It really did not have time to explore com-
munications protocols such as Ethernet for new markets like PC
networks. This was too far from Xerox’s copier and printer busi-
ness, but once Ethernet spun out, once the company was capital-
ized, once it began to generate business, Xerox now had new
knowledge. There is a new market here that could be addressed,
and one of the key technologies enabling that market came from
our research organization. What other research projects might we
have that might fit in that market space? That would be a different
way of thinking about whether to continue in R&D project further
or not. Now your view of the market space has expanded by the
experiments of that earlier spin-off company.

So I think in managing intellectual property, there are two jobs
that have to be done. The first job is you want to use your intellec-
tual property to create value, create value in the system from your
suppliers, yourself, your channels, your customers. If there is not
value across the system, your technology will not be adopted. You
will not be solving key problems that these customers have. But
that is not enough to be successful. You also have to capture a
piece of the value in that system for yourself because only by cap-
turing a piece for yourself can you sustain your continued invest-
ment, your continued participation in that system.

I like very much Mr. Sasaki’s description of the open and closed
approach to innovation because you want to be open where the
ideas will create value and you want to be closed when you need to
capture a piece for yourself. So for intellectual property, there may
be times when you may choose to publish your result to put it into
a commons, to make it publicly available for others to use and to
build on because that helps create value in the system. It helps your
system approach become adopted by others. However, you are
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going to need to have places in that system where you can assert
your intellectual property to get a piece of the value for yourself.
So that is how I view the challenge of intellectual properties. You
have to manage it thinking about which way you want to use it.

In summary, the reason I call it an offensive approach is you
want to manage intellectual property not to prevent things from
going wrong. Rather, you want to manage it to enable things to go
right, to enable new revenues in your current business, enable new
markets for your future business.

And this does mean we have to change the way we organize.
Mr. Sasaki made reference in fact to some of the reorganization in
NEC to pursue this. I encourage others of you to think about, if you
buy this approach of being offensive, how must you then organize
the management of intellectual property? One thing I would say is
that it now has to be part of your overall strategic business process-
es. That means on the outbound side, you have to have the ability
to make decisions on a timely basis to monetize your intellectual
property in other companies’ business models. On the inbound
side, you have to have your own engineering and development
organization paying attention to and brining in from outside exter-
nal intellectual property to add additional fuel to your own current
business model.

As you think about that organizationally, you can imagine two
immediate responses that your organization is going to have. On
the R&D side, you will encounter what we often call the not
invented here (NIH) syndrome. And this syndrome says, “If we did
not do the technology development ourselves, we cannot trust it,
we cannot depend on it, we cannot build on it to offer it to our cus-
tomers.” I submit to you that that has always been a problem orga-
nizationally. In an open innovation environment, it is critically
important to overcome that resistance. Not all the smart people
work for you.

The other virus you can anticipate is on the sales and marketing
side—and it is less well-known and there is not as clear a language
for this so I call it—the not sold here (NSH) virus. This idea is “We
get to take it to our market through our channels, you cannot give it
to others because they might compete with us.” It is like the NIH
virus in that it limits your ability to make external use of your
ideas. It too must be resisted.

So in sum, in managing intellectual property, your legal team,
although they are very important to doing this, they cannot manage
it themselves. They need help. It needs to report directly into the
senior management of the company precisely because we must
overcome the not invented here and not sold here responses. The
legal team will not be able on their own to do this.

I have time I think to explain a couple of examples of this, and if
this is interesting to you, there are more examples in my book on
this, particularly in chapter eight of the book. The first example I
wanted to just explain to you is from the life sciences sector, a
company in Boston, Massachusetts called Millennium. Millennium
started its business as a contract research organization that would
do studies of compounds for large client companies, usually phar-
maceutical companies.

The usual relationship is one where the pharmaceutical company
submits a set of compounds and pays for a set of tests to be done
by the researcher. The researcher does the tests and returns all the
information to the pharmaceutical client and all the intellectual
property remains with the pharmaceutical company that paid for
the research.

Millennium took a different approach. They built a number of
technologies for a very rapid throughput screening of compounds

at a time when the science base was moving from a chemical basis
to a biological basis and the genomic revolution was underway.
And they had some core technologies that could implement search-
ing on these new technologies before the pharmaceutical compa-
nies had these platforms. Their business model was to take funding
from the pharmaceutical company and give them back the results
in the fields of use that the pharmaceutical company was active in.
If the company was active in cancer and in hypertension but not in
diabetes, Millennium would give them the rights to the results
exclusively for cancer and for hypertension but would keep to itself
the residual rights for fields of use such as diabetes. They were
contracting on fields of use. Over time, they did a number of these
deals with pharmaceutical companies, accumulated a number of
these residual rights in other areas that were not of core interest to
their clients. By 2001, they changed their name to Millennium
Pharmaceuticals, and they are now commercializing the residual
rights from the fields of use that were not being used by their client
companies that paid for the original research. A very clever way to
enter a very capital-intensive, very research-intensive business
using other people’s money.

IBM is a company I have studied for many years. I used to work
in the computer industry in the disk drive business, and IBM was
our Bell Laboratories. They were far and away the research leader,
the leading innovator of computer disk drive technologies. For
most of the period that I competed against IBM, they were also a
very closed innovative company, meaning they did all of their own
internal research, they had internal design, internal manufacturing,
internal distribution, internal service, internal financing. All of it
came inside of IBM. If you wanted to buy an IBM disk drive, you
had to buy it in an IBM system that was sold from an IBM sales
representative and serviced by an IBM sales and service organiza-
tion.

In the last ten years, IBM has been remarkably more open than it
was at the time when I was competing with them. They now are the
leading reseller of Sun Microsystems hardware technologies. Even
though IBM competes with Sun in making servers, they actually
sell Sun equipment through their global services organization.
IBM, prior to selling its business to Hitachi, would sell its disk dri-
ves on an OEM basis to other computer manufacturers who com-
peted with IBM in the systems business. They even sold IBM disk
drive heads and media, component technologies in the disk drive,
to other disk drive manufacturers who would compete with IBM
making disk drives in the system. By being much more open in its
value chain, IBM has been able to be much more proactive in iden-
tifying areas of growth for its business.

This carries over to its management of intellectual property.
Instead of managing intellectual property for design freedom and
cross-licensing, IBM now receives almost US$2 billion a year in
licensing revenues from other companies for the use of its intellec-
tual property, even though some of these companies may use that
intellectual property to compete with another part of IBM in their
business. So as you can see in that example, being more open
means taking on the challenge of managing competition within
your own value chain and with your customers.

The last example I will talk about it is in the consumer package
goods industry, a company called Procter & Gamble (P&G). They
were also a very closed organization for many, many years with a
very proud tradition of scientific innovation in many of their busi-
nesses. Three years ago, they realized that they needed new sources
of growth as well because their markets were becoming more
mature, their market shares were unlikely to grow much more in
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their current markets so they needed to develop processes to find
new markets. To that end, they have now created a group of what
they call technology scouts that source technologies from outside
of Procter & Gamble to bring into the R&D organization. These
technology scouts are former R&D employees of Procter &
Gamble. This is one way to manage the not invented here response,
to have people who are at the next bench in the laboratory, now
being the people that are identifying and accessing external tech-
nologies to bring in.

The other policy that they are doing is that they looked at all of
their patents in the company, and they determined that fewer than
10% of their patents were currently being used by one of P&G’s
businesses. So 90% of their patented technologies were not in use
in the company. They determined that “Well, if we are not making
use of it, maybe we should let others make use of it.” They adopted
a policy that within three years, any patented technology of Procter
& Gamble that is not in use by one of its businesses will be made
available to license to anyone including competitors. So this again
creates competition from the business unit for the technology. It
also means the business unit must study the technology more care-
fully before refusing to use it because if they refuse, now there is
an outside option that this technology might be used by another
company. If the business does not use it, it might lose it.

What about open source software? Those of you listening to my
talk so far might say, “Well, Prof. Chesbrough, we understand that
business models are important to technology and innovation and
you should manage intellectual property around your business
model, but does open source not negate all of this? Where is the
business model in open source software? If what you are saying is
true, open source software ought not to be important.” To answer
that objection, I wanted to make just a couple of observations. One
observation is that although open source gets a lot of attention, in
practice there are a very small number of projects that are actually
benefiting from open source. There is a website called source-
forge.com that lists over 17,000 open source projects. Fewer than
ten of them get much use. The remaining 16,990 have almost no
activity on the site. We are talking about a small number of pro-
jects. That is my first point.

My second point though is that open source can be thought of as
a social movement that is trying to change the way software is
developed. There is a lot of rhetoric about “This is the right way to
do software. Software should be free.” Well, if you study other
social movements, I think there is something that could be learned
that might apply to open source as well. One question is, How does
a social movement transcend its initial founding team? As they
retire or lose interest or die, how do new people carry on? How do
you sustain your impact and scale it to change a whole society?
People who have looked at social movements like the prohibition
of alcohol in the United States found that this social movement had
two faces to it: a public face and a private face. The public face
was the people in the churches that were protesting the evil effects
of consuming alcohol. They were, over time, very effective. They
passed a constitutional amendment in three quarters of the states,
and both houses of Congress signed by the President to make alco-
hol illegal—what we call today prohibition. Historians who have
studied the process though notice the private face of this that along
with the Baptists and the churches, there were the bootleggers who
had the business model that benefited from the prohibition of alco-
hol. It was the bootleggers who provided the resources to enable
this movement to work so far in so many states.

What does this mean for open source? What it means for open

source is, Who in the business community has a business model
that benefits from the penetration of open source into the enter-
prise? My submission is that although there are more than one, a
very important one is IBM. What Microsoft needs to fear from
open source is not Linus Torvalds or Eric Raymond or other propo-
nents that software should be free, but what they have to fear is a
powerful business model from a capable competitor like IBM that
can make money from the penetration of open source. Even in
open source, I would argue business models are important.
That concludes my remarks, and I thank you for your attention.
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“The Promise of Academic Technology Transfer”

Patricia Harsche Weeks
President, AUTM

Thank you very, very much for welcoming me to Tokyo and to
Japan. It has been a delightful stay here in Japan. My husband and I
have enjoyed a week of vacation here, and we are delighted to be
here in Tokyo. I want to especially thank the organizers of this
meeting and Dr. Fujiwara in particular for having organized this.
The Association of University Technology Managers (AUTM) is
happy to be a co-sponsor of this meeting. We are delighted to be
here and to be supporting this kind of innovation. This has been an
extremely exciting year to be President of AUTM for many rea-
sons, not the least of which have been the continued and growing
interest around the world in academic technology transfer. I am
very pleased to be here representing the more than 3,000 members
of the Association of University Technology Managers, many of
whom are in the audience today. We represent 22 countries world-
wide, and we are very excited, as I say, to support this particular
conference. I think I have some very exciting news to tell you
about academic technology transfer’s continued success, and after
20 years, we see some patterns that are very important and worth
noting.

Let me start first with an endorsement that came not from the
profession but from The Economist, the very well-regarded British
magazine. In this, as you can see, they indicate that “The Bayh-
Dole Act in the United States is perhaps the most inspired,”—I
think that is an interesting use of the word—*"...piece of legislation
to ever have been passed in the United States.” I want to underline
something about that comment though. I do not believe it is Bayh-
Dole or its specific requirements that is important. I think what is
important, and I will be repeating this and have said this in other
locations, is the fact that the Bayh-Dole gave one person in each
university the ability to say yes to a business deal. So we moved
from a very bureaucratic complicated system that required the per-
mission of three or four people to a system that essentially allows,
as I say, one person to do the deal, one person with knowledge,
with authority, with background. I think that is at the essence of
Bayh-Dole. So whatever Europe does, whatever Japan does, what-
ever any country does, at the essence of it is the ability to move the
decision-making to a local person with authority to make that busi-
ness decision.

And then again, we had in the past year, the Council of Advisors
on Science and Technology to the President of the United States.
They did a month-long study that terminated in May, and of inter-
est here is that they did not recommend any changes to the system
as we know it. Now, from the outside of the United States, you
might think that everyone is in agreement. I will tell you right now
no one is. In fact, there are many people who think the entire uni-
versity technology transfer system is a waste of time, and there are
others who think we do not do enough. But this very prestigious
Council of Advisors who represented business, industry, govern-
ment and academia found that the universities are doing their job.

And what is their job? First of all, it is producing new knowl-
edge, and knowledge requires investment in research, and that
through the authority provided by Bayh-Dole, science is being

moved to the public good, jobs are being created, and companies
are being created.

Let me show you some of the recent statistics from the most
recent 2002 AUTM Licensing Survey. Many of you may know that
we have been doing this survey for 12 years. We are the grandfa-
ther of surveys, and today, Great Britain, Australia and many other
countries are beginning to do their own survey, so objective data is
being collected around the world asking the question. Are universi-
ties doing the job? So what did we find out here—and I would like
to point out some relationships of the numbers, and I will be speak-
ing about them a little bit more later on in my presentation. Of the
222 universities reporting, and there are probably about 400 who
could report, but this is 24 more universities reporting this year
than last year. Each year, we have gone up in the number of univer-
sities participating. I should note here too that the premier research
institutions in the United States have been reporting and participat-
ing from the very beginning. We are still seeing offices set up in
the United States even as we speak, so there is a continuum of
offices that are gaining experience in many institutions throughout
the United States and Canada.

So what do these numbers tell you? Of the US$37 billion invest-
ed in research in the United States, both by government and by
industry, you can expect about 15,000 to 15,500 disclosures, so one
for every US$2 or 2.3 million. Of that, half become patent applica-
tions. Of that, another half approximately becomes licenses and
options. And of those, 5% become companies. Now I want you to
keep these ratios in mind because they are very important, and I am
going to be making the point later on in the presentation that we are
finding worldwide these ratios hold. I think expectations are very
important in this arena, and it is important that we neither under-
expect nor over-expect.

So let us talk a little about the changes between 2001 and 2002.
You will note the drop in startup companies. Generally, people
who have been studying these numbers believe that that has to do
with the sluggish stock market in the United States. I think we need
a little bit more analysis of that, but I think that is about right. It is
only in the past six months that the stock market and investment,
particularly in biotech which forms 70% of university tech transfer,
have been picking up. Prior that as you know, we went through a
hole, which we did not think we would ever climb out of.
However, on the good side, Running Royalties in FY2002 equals
US$1.005 billion, up from US$845 million in FY2001 (an 18.9%
increase), and 2,076 new products have been introduced since
FY’98, which is the first year AUTM collected that data.

I would like to say a little bit about the data. We believe that the
most important thing about the data is to some extent hidden. That
is the public good, so we are going to begin to collect two or three
more data points in the coming year that tries to get at the answer
to the question, So what? And the so what is how many products
are brought to the public good, how many jobs are created, what
kind of economic impact has there been? I will talk a little bit more
about this.
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Here is the information for ten years. Please note this very
important figure on startups because I think that it should moderate
some expectations about startups. We have measured in the 12
years we have been doing surveys 4,300 or so startups that arise
out of universities. Of those, about 3,000 remain. There is a general
wisdom in the United States that approximately 90% of all small
businesses fail in the first two to three years. So you can see we are
doing much better with university startups, but it is hard to tell of
those 3,000, how many are vibrant, how many are alive, how many
are the living dead? That is something that universities have to be
careful of. Are we supporting the living dead, companies that can-
not compete? We need to be continuing to look at that.

But there are two other points that this chart hides. That is that
over the past 20 years, the development of technology transfer pro-
fessionals in universities who are excellent in science, law, busi-
ness and negotiation has taken place. I would propose to you that
the development of the profession is at least as important as some
of the other factors we will be talking about. Secondly—and again
as I said there is nothing magic about Bayh-Dole except that it
gave one person the ability to say yes to a deal, but—the other
thing it does is incentivize scientists to make disclosures. How does
it do that? Well, it pays them a share of the royalties. Each univer-
sity is required to work out a formula that ensures that the inventor
receive some reasonable share of the income from the invention.
As soon as that law was passed, suddenly, inventions started com-
ing out of the closet. I think that is very important. I think we all
have to watch around the world what our incentives are for innova-
tion, for continuing innovation and most importantly, for encourag-
ing disclosure of that innovation. This is another important element
in the law that I think has proven to be successful worldwide.

So what can we say about economic impact? I want to make a
case to you that as Japan stands at the very eve of this exciting new
structure for university technology transfer, that it begin to ask that
each of the universities measure some important data points, so that
in the years to come you can measure your success. Well, what are
the kinds of things you can measure? Lori Pressman of
Massachusetts Institute of Technology (MIT) has been doing the
majority of studies on this point. Ms. Pressman in her various arti-
cles, most recently in November of 2003, indicates that you can
measure sales in royalties. You can measure within the university
venture investment in your startups and the dollars allocated by
your licensees by industry for business development investment.
You can measure the amount of money to support a scientist or
engineer, and that becomes very important in future calculations
about how many new jobs you are creating. Again, I do not know if
this is applicable in the Japanese tax structure, but you can also
measure taxes, payroll taxes and income taxes, that come to local
governments that are very important at least in the United States
and Canada for reinvestment in the research process. I would sug-
gest to you that if you have not considered maintaining these kinds
of measurements, that you do so.

One of the reasons that the numbers of institutions that are now
participating in the survey have gone up is because many of these
institutions ten years ago had no ability to make these measure-
ments. Today they do. Why do they? Particularly for state universi-
ties and national universities, there is a great deal of interest on the
state level in the United States as to what is happening in the state
for economic development. The only way one could know this is to
take measurements of the dollars.

Dr. Pressman then says you can make three different kinds of
calculations if you have the numbers I referred to in the previous

slide: You know what kind of investment, induced investment, has
been made by industry or in the case of the United States, by
investment companies in the early research in your investment.
You also can know—you should know certainly because you
would have to know this to calculate your royalties—what the
product sales are. That is one kind of economic impact, the total
numbers of those dollars. Secondly, in knowing the total amount of
research expenditures that has come to each university, you can
then calculate the number of scientists and engineers employed and
come up with a number that begins to get at the number of jobs
created and supported—very, very important for economic devel-
opment. Finally, if it is applicable in your region or your country,
you can calculate the taxes paid and presumably those taxes are
recycled back to the research structure.

I am sorry for the complication of this slide. I know it did not
come up too well on the paper copy of that so I am going to read to
you what is in the boxes that may look black to you. What I have
done is taken the numbers that were reported in the second or third
slide and put them into the various boxes as we go through the uni-
versity process. At the very beginning, we are talking about US$37
billion invested in research. We come out with last year, or last
measuring time, approximately 15,500 invention disclosures. Out
of those, 3,600 US patents were issued, 450 companies were
formed, and new companies, new products create the public bene-
fit. We also have at the bottom 4,673 licenses and that then in the
first black box on the bottom line can be calculated to measure
induced investment; below that on the very bottom line, jobs; and
then finally payroll, sales, capital gains and taxes.

At the very top, the black box is the dollars paid to inventors
personally, and that is very important. That comes from the dollars
that are paid to the licensor, to the university. You can see that of
the dollars that flow to the licensor, then a portion of it goes to the
inventors. The middle black box coming out of the box labeled
“New Companies, New Products” is product sales. You begin to
see of the US$37 billion invested how many product sales there
have been. It is very, very important because it lifts the discussion,
it raises the discussion, from speculation and methodology to
something that is measurable, to something that people can really
talk about. I think it is only because we began to measure this ten
years ago, and we are very, very careful about defining each of the
data points so that each person was answering the data points on an
equal basis so that it meant the same to each person.

Again, I apologize for the black boxes. I will read them to you.
On the far left is research support and that then leads to invention
disclosures and that then leads to issued US patents and that then
leads to licenses, which leads to induced investment. At the upper
right hand corner, again is the money to inventors personally. I
think the rest is fairly self-evident. Taking the numbers that we
have in the AUTM survey, we can make a rough estimate of what
the economic impact is. I will tell you, when Lori Pressman first
issued her first economic analysis about five or six years ago, it
met a great deal of controversy in the United States. Right now,
AUTM is making an effort, in particular working with the Ewing
Marion Kauffman Foundation in the United States to try and
encourage scholars, particularly economic scholars, to take a look
at our numbers, and massage them and figure out is there a better
way of measuring the impact of economic technology transfer on
the nation and on specific regions. In the meantime, universities do
a great deal of their own work, universities in states in the union.

If you go on the Internet, and you put in the phrase “economic
impact of universities”, much to my amazement, you come up with
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986,000 hits. A lot of people are looking at this, and I would say in
not the most scholarly way, but still it gives you an idea of the
kinds of things that are being found. One thing that was of particu-
lar interest to me, I found a study by the very prestigious Brookings
Institution that was done in October 2003, and I would suggest that
you may want to get a hold of this paper because the paper
“Spreading the Wealth: Building a Tech Economy in Small and
Medium-Sized Regions” really talks very specifically about what is
needed in a region in order to have economic success. One of their
key findings was that research institutions play a very important
role in fostering technology-based development.

They indicate that there are three reasons why research institu-
tions play this role: First of all, they produce commercially viable
ideas. Secondly, they train sophisticated workers. Now the question
always arises, How do you measure the training of sophisticated
workers? How do you measure producing more scientists, more
technicians, more technically adept people? It is an open question I
think. Finally, through consulting with their scientists, universities
provide a problem-solving role for local companies and the local
economy—all very, very important measures of the success and all
technology transfer mechanisms. So the Brookings study focused
on the state of Washington, but study after study supports this con-
clusion.

There was another study done by Bank Boston in Boston that
took a look at the combined results of Boston College, Boston
University, Brandeis University, Harvard University,
Massachusetts Institute of Technology, Northeastern University,
Tufts University and the University of Massachusetts Boston.
These were the statistics they found, enormous numbers, that
because of the presence of those institutions in the city, Bank
Boston measured a US$7.4 billion boost to the regional economy.
They indicated that were it not for these universities, 48,500 uni-
versity employees would not be employed nor 37,000 other
employees. So it goes beyond technology transfer and goes to the
general impact of universities in the region. All of these people pay
millions of dollars in federal, state and local taxes—very important
in the United States. They graduated close to 32,000 graduates,
high-tech graduates who could then further improve the economy
of Boston and the United States. And then they get down to the
patent kinds of results: 264 patents in the year that they did this
measurement, 280 commercial licenses and 41 startup companies,
all very important.

There were some softer findings in there as well. They talk
about continuing education for 25,000 non-degree students. This is
a movement in the United States that has been active I would say
for the last 10 to 15 years. That is, bringing back older mid-career
individuals and re-training them for the new knowledge economy.
There were numerous programs to help kindergarten through 12
year of elementary school, and of course the cultural events that
only can take place in a university environment and then communi-
ty improvements. Those of us who work for universities know how
important it is to be a good neighbor, and we generally try to
improve the housing, streets and other environmental benefits.

So what has experience told us? We have found, on average,
that it takes 10 years for an institution and 20 years nationally to
obtain a positive rate of return. This sounds like a long time, but if
you start thinking about the kinds of products that are produced out
of the innovation system, it begins to make sense. In the United
States, it is generally known that a drug takes at least eight to ten
years to the market. If you then add on to it the early years of dis-
covery, you are at about 15 years. So it makes sense. Even without

the university, it would take 10 to 15 years to get a drug to market.
As I said earlier, 70% of all tech transfer in the United States and
Canada is biotech and pharma, so it is to be expected that if one
focuses on biotech or pharma, it is going to take the length of time
that it would take normally for industry to get a product to market.

We have also found that, on average, an effective technology
transfer system—now what do I mean by that? I mean a technology
transfer system that is mature, that has mature experienced people
in the offices, that has good systems for measuring and tracking
their efforts. It costs about 1% of research and development
(R&D). So for every US$1 million of research that one gets into
the institution, you can calculate the amount of money you proba-
bly should be spending on your technology transfer offices.

Tony Heher of South Africa has done enormous work, and he
gave me the permission to present his unpublished work that he
presented at the Globelics Conference recently in Rio de Janeiro.
He has found that around the world in countries that measure these
numbers, US$2 million of research fairly consistently produces one
disclosure. That is really remarkable. That seems to be the ceiling
against which we are operating right now. Now that does not mean
that improvements in the system will not increase the rate of dis-
closures, but clearly and Heher finds, the single most important
factor for driving success in university technology transfer is the
investment in research, more than any other factor, that the conver-
sion rate of disclosures into a patent or license ranges from 15% to
30%, and the differences are generally explainable by national
policies and support measures. The countries that Tony looked at in
his study were the United States, the United Kingdom, Canada,
Australia, Scotland and Europe, where measurements are currently
underway.

He also found that income varies from about 1% to 4% of
research expenditures. I want to point out to you a very sobering
fact in the United States, which is that 50% of the offices in the
United States operate at a net loss. I want to take a minute to have
that sink in. Most of us who look at the industry believe that has to
do in part with the size of the office. University technology transfer
is a numbers game. I showed you that earlier in my presentation.
The more money you have invested, the larger the university, the
more disclosures, the more patents and the more the likelihood. It
is very, very difficult for a small institution to produce the kinds of
numbers that will result in blockbuster patents. This is very sober-
ing. Worldwide, Heher has found that the average is 1.7%. In the
mid-50% of universities in the AUTM survey, it is about the same,
and the US average of 1.7% is similar to that in most other coun-
tries.

So I am going to end here, and I have given you a list of refer-
ences that you can obtain on the Web, and I invite you to do that
because I think this is very important as you move forward in your
policy-setting to take a look at—and I know you have, and we have
enjoyed being part of your examination of what has gone on
around the world. I believe that the promise is high. I believe that
with a well-structured thoughtful system, you can expect success,
but all the parts must be in place.

What are the most important parts at least in the experience of
the United States? First is to have a group of researchers who are
free to discover. We believe throughout the United States, Canada
and Europe that without that freedom to discover things that none
of us can imagine, like DNA, like the Internet, like the laser, none
of us will progress. We do not want to make our scientists in uni-
versities stepchildren of industry. Rather, we want that to incen-
tivize them to disclose their new ideas when they have them.
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Secondly, there must be a significant committed investment in
research both by industry and government. Third, there must be
well-trained and experienced professionals, and AUTM is happy to
work with Japan and other nations around the world to educate our
professional technology transfer professionals. Next, we all need to
increase the ability of one person in a local region to make a deci-
sion to complete a deal. Finally, both sides, university and industry,
must continue to work to understand each other’s needs. The more
we live in each other’s shoes, the better the deals, the better the
negotiations, the more success we will all have.

I want to thank you all for your attention, I would be happy to
speak with any of you later. I know there is no time right now.
Thank you very much for your attention.
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“Licensing and Networking in the New Global

Economy”

Melvin Jager
Immediate Past President, LESI

Thank you for the kind introduction, and I too would like to
thank National Center for Industrial Property Information for pro-
viding the opportunity to speak today. My topic dovetails very well
with the previous subject of the AUTM speech where AUTM
focuses on assisting and networking with the universities. I speak
today of, so to speak, a sister organization of Licensing Executive
Society (LES), LES International (LESI), which assists in licensing
technology transfer and networking in the global economy. I have
had the honor just until last September to be the President of this
organization so I can tell you firsthand how it works. The model or
byword of the association is to work to connect licensing profes-
sionals around the world. This is important because we all hear of
what has to be done, how to do it, how to transfer technology and
how to find technology. But LES is kind of an umbrella organiza-
tion, LES International provides the facilitation, the contacts, the
networking around the world to hopefully help speed it up and get
it done. That is our goal.

So what is LES? LES is, as we call it, a global business associa-
tion for licensing. Our members are individuals, and they are
actively involved worldwide in business activities—and the busi-
ness activities is an important point; not just legal, but the business
activities concern the transfer of technology, and the creation and
the protection of the underlying intellectual property (IP) rights.

What is our mission? Our mission is, we have several goals. We
operate as a non-profit organization to support our LES societies in
other countries. Again, we are an umbrella organization that works
with local societies, and we support those local societies, such as
LES Japan, by setting and promoting consistent high ethical stan-
dards in licensing negotiations. We try to maintain these societies
and provide them with a necessary balance of local members and
that is important. By balance we mean that we do not have any
interest in being only an association of lawyers or only an associa-
tion of businessmen and -women. We want to be a combination
because we are focusing not necessarily on all the legal aspects but
on the commercialization of intellectual property, and that is best
facilitated by an intermixing and a commingling and networking
between the businesspeople and the lawyers or other people, who
actually have to carry out the deal, the people who are at the table.
That is what we mean by providing a proper mix. We also, on the
international level, try to provide leadership and coordination when
necessary.

So we facilitate the networking between our individual members
worldwide and within the societies themselves. One of the ways we
do this is we assist them in providing quality educational programs
and content that facilitates education in the licensing and technolo-
gy transfer field. This is very important. Education is crucial to our
business, as you well know. Just when you figure out what hap-
pens, things change, so you must keep up with the current situa-
tions.

On that issue, although it is a little off point, I wanted to report
to the group assembled that, as of last night, I read a report from
the American Intellectual Property Association (IPO) that a judge

in Las Vegas just yesterday declared 14 of the machine vision
patents by Lemelson invalid and unenforceable because of a doc-
trine called prosecution laches. I do not know if any of you have
been involved in Lemelson licensing, but if you have, and you are
on the licensee side, that should be good news. But that is the kind
of knowledge sharing that we try to encourage.

We also, in the long-run, work with international organizations
that can augment our work or we can augment their work and help
them in the technology transfer field recognizing the value of intel-
lectual property rights (IPR) and the creation of IPR.

As I said, each society is really an individual group in the differ-
ent countries, but International is an umbrella organization that
kinds of holds the family together. This organization was created
35 or 40 years ago in the United States by a few very creative peo-
ple who noticed that there were no associations that really focused
on the commercialization of intellectual property. They formed a
group which later became LES USA and Canada in 1965. They
quickly expanded into other countries. In 1972, they formed LES
International and, at that point in time, other countries started form-
ing their own organizations. It has grown to be 30 societies in 30
different countries, and the members represent 85 countries around
the world so it is truly an international network. The last societies
were just admitted in 2003, and it was India and Croatia.

As I have said, we have 30 societies, 85 countries, more than
11,000 members, and it is a worldwide network. We have found
after asking our members over the years what are the important
aspects of LES, and two of them come out over and over again:
One is networking, and two is education.

Networking is the opportunity like we are doing here today, like
we will do at the coffee breaks, to talk about common problems, to
meet potential business opportunities, to maybe meet the opposing
counsel and discuss a case and maybe settle it over coffee. But the
networking is important. I have used it over the years. If I have a
problem with Japan, with a license or an IPR issue, there are many
Japanese friends in this audience that I would feel free to call and
say, “Hey, help me! What do I do next or who do I talk to who can
help me?” That can be accomplished around the world, and that is
the networking.

Education is also very important. Each country addresses its
own educational needs and purposes. LES Japan, for example, has
very effective educational programs as does LES USA and Canada
and all other societies. One of the things International is just begin-
ning to develop; we have offered a licensing fundamentals course.
That is a two- or three-day structured program that teaches the
basics of licensing, and it is offered and was developed initially by
LES USA and Canada. It is now being used and taught in Europe,
and it will be taught for the first time this year 2004 in Japan. The
goal of that fundamentals course is to take the first year, first five-
year licensing executive who may need to know the fundamentals
and teach those fundamentals so that we all start out with the same
playing field. That is the kind of cooperation that we try to facili-
tate on education.
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We are also, a propos what we talked about earlier about the
AUTM survey, LES USA and Canada as we speak is conducting a
survey of not university people, but all of its USA and Canada
members of LES to determine the data points that are important in
licensing. We will be reporting this result in April, and maybe next
year at this time, there will be a more detailed report of not only the
result of an AUTM survey but a survey of LES members as well,
so we will have to stay tuned on that.

To show you that we have local societies under our umbrella,
since we are here in Japan, I will mention a few moments the histo-
ry of LES Japan. It was one of the first non-US groups that formed
in 1972, shortly after the assembly was held in London to create
LES International. It is now one of the largest and most important
societies in LESI, over 600 members strong, and it has been very
active in sponsoring LES International conferences here in Japan.
As you can see, there have been two that they have sponsored in
Tokyo and just recently in 2002, a very effective international con-
ference with over 600, 700, 800 people there from 85 or 100 coun-
tries in Osaka. It is a very integral part of the LES International
family.

Who are the members of this LES International family? They go
all over the lot. We are not looking, as I have said, just for the
lawyer by any means. There are managing directors of companies,
company executives, small- and medium-sized enterprise (SME)
executives, small business executives, university licensors, campus
technology managers, venture capitalists, inventors, accountants,
etc.

We have a very active area where one of the issues of the day of
course is, “Okay now you have this intellectual property, what is it
worth? What is it worth when I sell it? What is it worth when I
license it? How do I account for it in my balance sheet?” This is an
ever increasing problem because as I mentioned in the workshop
two days ago, some studies in America now show that over the last
20 years, the percentage of capitalization of Standard & Poor’s 500
companies in America in terms of share value for intangible prop-
erty has grown to be 87% of the value of the company. We have
instead of bricks and mortars in items to account tangibly and eval-
uate tangibly, we have a major, major portion of our corporate
assets being represented by intellectual property of all aspects. And
it needs to be accounted for more accurately than it is accounted
for now.

We have scientists and engineers in the group. We obviously
have lawyers. I am a lawyer myself, and I am a mechanical engi-
neer. Some of my best friends are lawyers. Patent and trademark
attorneys. We have academics, government representatives, tech-
nology brokers, who really make the deals, and consultants and
venture capitalists. So it is a very broad based group. That is good
because it improves the opportunity for networking. You can meet
a lot of different types at any particular meeting. As I said before,
the networking and the business opportunities, educational and
common experiences are the main benefits of our membership.

What we do in International also is try to develop fields of inter-
est that coincide with the interests of our local member societies—
all 30 of them. We are concerned of course with licensing and tech-
nology transfer, asset management, technology development. We
are also concerned with protecting intellectual property and valuing
the intellectual property. We have taken stands with governmental
organizations, for example, expressing concerns where we feel that
IP rights are being challenged or might because of some particular
social movement or political movement be considered second-rate,
etc.

The societies in general and LES International in particular, try
to work in all industrial areas that would be relevant to today’s
workplace. That includes all the industries such as information
technology (IT) and e-commerce developments, copyright licens-
ing, trademark merchandising and franchise and distribution. So it
is not just heavy duty technology transfer. Different forms of intel-
lectual property rights are of concern. It is obvious that they have
to be of concern because when you take the software package, it
carries a lot of rights. It carries potential trade secret rights; it car-
ries potential copyrights as well as potential patent rights, so you
must cut across all those areas.

The net result of the 30 years in development. We have come up
with products that we call our deliverables, if you will. We have a
quarterly journal called Les Nouvelles, the News. It is I think a
very scholarly journal collecting issues and articles on licensing. I
recommend it to you, and it can be researched on our website by
subject matter. We have a directory of course that helps you find a
person in Croatia that you might be able to talk to, for example. We
have prepared an annual report that summarizes our activities.
Each of the societies as well as lesi.org maintains their websites,
and each society prepares their publications and their newsletters.

The networking, how does that work? The first is a national
meeting such as this. As you all know, this meeting here by the
Institute is a terrific networking opportunity. It is a terrific educa-
tional opportunity. I would be very proud to call this an LES meet-
ing, if I could. It is a national meeting that suits the purpose that we
are all looking for.

Each of the 30 LES societies has their national meetings. Then,
we have regional meetings. Regional meetings are increasingly
important because there are common issues in regions that may not
be pertinent in other regions of the world but that you can address.
There may be common issues in the Asian region, common issues
in Europe that may not affect directly USA and Canada; common
issues in Pan-American situations like the urging of the govern-
ments of America to form a new trade group with 800 million peo-
ple that would belong to it, which would be a substantial world
trade group. The international conference is a once-a-year opportu-
nity that LES International sponsors to bring the family together, so
to speak, and meet in one place and talk about the common issues
and have the networking and educational opportunities we have
been talking about. At that time, and at these other national and
regional meetings, licensing courses are conducted; this fundamen-
tals course is conducted. I know one of our largest societies, USA
and Canada, has an annual meeting each year, and over 1,500 peo-
ple attend and there are 40 to 50 different workshops on different
subjects. There are so many workshops and so many things to learn
that you feel frustrated that you cannot go to them all, so it is very
important to have that kind of exposure and opportunity.

Just to give you an idea of the international scope and activity of
LESI, we had our 2003 International Conference in Oslo, Norway.
I was delighted to preside over that conference in what is my home
country. Next year—it is hard work but we have to do it—we must
go to Paris and have a conference in April in Paris. Following that
would be Munich, then we come to the east and come to Seoul, and
then we have a Pan-European conference in Glasgow and another
conference in Zurich and those are is the planned conferences so
far. As you can, LES involves various aspects and various regions
of the world.

The structure of International is not much different than you
would expect. I will not bore you with this, but it has a Board of
Delegates, Board of Directors, the societies and committees come
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underneath that. The Board of Delegates is worth talking about for
two minutes. It is a kind of legislative body. Each society has a
minimum of two members to the Board of Delegates. It is like the
House of Representatives in the United States. And then for each
incremental increase in membership, they get more delegates, so
the delegates are the legislative body of LES and meet twice a year
to really steer the ship, to set the basic policies. In the interim, the
Board of Directors takes the day-to-day operations. The Board of
Directors governs the committee work.

Just the names here of the present Board of Directors—the
names are not important—but the interesting aspect I wanted you
to see is the fact that Jonas Gulliksson, the President, is from
Sweden; I am from the United States; Willy Manfroy is from the
United States and Belgium; Barry Quest is from England; David
Braunstein is United States; Adam Liberman is from Sydney,
Australia; and Elisabeth Logeais is from Paris. It is a truly interna-
tional board that we put together. It is a wonderful experience for
me because it permits you and forces you to see the world through
some set of eyes other than your own. There are many ways to see
a problem and many different ways to address a problem.

We have also found over the last 30 years that our members
want more than just meetings. They want substance and facilities to
dig into their particular problems. As a result of that, each society
on their own has come up with industry committees that suit their
purposes, and LES International has come up with a series of
working groups under which they can operate to enable everybody
around the world to talk about common problems in their industry.
In that particular working group, you might have somebody from
Italy saying, “How do they solve this problem in the automotives
industry in Germany?” or “What does Japan do about it?” In this
working group of automotives, for example, there will be network-
ing facilities and shared knowledge that will really move the ball
along in terms of IP protection, licensing issues and technology
transfer issues.

The substantive areas of working groups are listed here: automo-
tives, chemical, energy and environment; we have a group of con-
sultants; we have a group that is focusing on copyright licensing,
dispute resolution; we have a very active European group that
addresses European problems (the common market, European
Commission (EC) issues); we have a brand new group Intellectual
Assets Reporting (IARS) to look at intellectual asset reporting stan-
dards. As was referred to earlier in this meeting that we must come
up with some standards, that the balance sheet somehow must
accurately and truly reflect the value of this 87% of the shareholder
value of the company, and we need to come up with some stan-
dards that everybody will follow; we have industry groups; we
have university transactions groups who work often times with
AUTM—we have had joint meetings with AUTM as a matter of
fact and have greatly benefited from that; IT and e-commerce
groups where they talk to each other by email vociferously; life sci-
ences that are dealing with the obvious major problem of attack on
pharmaceutical patents, request for compulsory licensing world-
wide, what we do about the provision of AIDS drugs, what we do
about generics—those are the kinds of common problems they are
addressing.

We also have regionalization now, and I think that is an impor-
tant new aspect that we are trying to develop. We have a Pan-
American group, a Pan-Asian group and a Pan-European group.
They collect together and, again, look at their common problems.
And then of course patent and technology licensing and trademark
licensing groups.

We also have operating committees. I will not bore you with
that, but that is the committees that internally make it work—
awards, etc. just as other organizations do.

Let us talk a minute about regionalization. We have, for exam-
ple, the Pan-American group with Mexico LES, USA and Canada,
Argentina, Brazil and Andean countries—the Andean community
is made up from Columbia, Ecuador and Peru. Just last November,
we had a Pan-American meeting in Mexico City. A hundred people
attended from 16 different Pan-American countries. They dis-
cussed general issues of technology development, technology pro-
tection and transfer relevant to that region of the world. That was a
very valuable networking educational exercise.

The granddaddy of them all is LES Europe. There is an LES
Europe group that has been formed for about ten years. These 14
countries in Europe each have their own societies. They meet, and
they have annual meetings about every two years in wonderful
places like Vienna and St. Petersburg. They address issues that are
common to the European licensing executives.

We also have chapters in the Arab countries and Israel, and we
also have an LES in South Africa. One of our stated goals is to try
to expand LES and provide a society in any major area of the world
where there is a significant amount of technology transfer, where
the education and networking would be useful. That is why just
recently we did in fact expand into India, and we are working very
hard towards expanding into other areas in the Far East here.

In Asia and the Pacific, there are very active groups already.
Australia and New Zealand has a very active society. LES China is
very active. We have had an annual meeting in Beijing back in the
late ’80s, and, as I said, we have India, LES Japan, Korea,
Malaysia, Philippines and Singapore. Now there are common
issues that these various societies could meet and get together and
discuss.

It is shown, if you just review quickly the recent activities of
LES Japan. Since we are here, I thought I will use them as a typical
example, and this goes on in all countries in one form or the other.
They have annual meetings, they have monthly board meetings,
they have monthly seminars in Tokyo and Osaka, and these work-
ing groups that I have talked about, industry workings groups, and
they meet also. They have publications quarterly: the LES Japan
News and a newsletter called Winds from Japan.

And another thing I would like to take the honor of reporting—
and it kind of shows you how we consider LES Japan as an impor-
tant integral part of our family—we have what is called a Gold
Medal of Honor. The recipient is in our perception one of the rare
people that has contributed throughout their career to the goal of
LES International. It is the highest honor we can give, and I am
proud to say that in 1989, I was able to present that Gold Medal to
Madam Ariga from Japan and that in 2003 just a few months ago, I
was also very honored to be able to present it to Dr. Akira Mifune,
my good friend who happens to be here in the audience today.
They were honored for their major contributions to LES.

Here are examples of typical joint activities: There were interna-
tional symposiums in Tokyo; LES Japan and China has joint sym-
posiums in Xian; LES Japan and LES Malaysia have had sympo-
siums; and just last year, LES Japan and LES Singapore participat-
ed as one of the sponsors of a technology transfer forum in
Singapore, which I attended, and it was really a fantastic confer-
ence.

I mentioned that we try to interface with international organiza-
tions. That is under an internal group we call the Licensing
Executive Society International Activities Committee (LESIAC).
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We have through that organization or sub-part, met many times
with worldwide organizations with the World Intellectual Property
Organization (WIPO). We have a memorandum of understanding
with WIPO. We have in the past developed joint projects like soft-
ware manuals, licensing of software guidelines that we have print-
ed together, and we hope to be able to work together in the future
coming up with programs that would help us help WIPO meet their
needs. Right now, they are particularly focusing on doing some-
thing for small and medium-enterprises in developing countries,
and we stand ready to work with them to see what we can do to
send the educational courses we have and the people that we might
be able to put together to help WIPO carry out that goal.

We have met with the World Trade Organization and tried to
give them our ideas on the importance of IPR. We have a project
going with the United Nations Industrial Development
Organization (UNIDO). It is part of the UN of course, and UNIDO
and LES joined together about five years ago, and we prepared a
very detailed course manual for teaching the fundamentals of
licensing in developing countries. It has a teacher’s manual, it has
examples, and it is available for purchase from UNIDO for any-
body who wants it. If you or one of your friends are involved in
trying to expand licensing education in a developing country, think
about getting one of those and taking a look at it.

We have met many times in that project with the International
Chamber of Commerce principally in the arbitration area to see if
we can facilitate mediation and arbitration. There are activities
going on to see if we can have a joint project with the Organization
of American States (OAS) in Brazil in 2004, 2005. There are other
organizations, and I believe there must be other governmental
groups for which LES could be a non-governmental organization
(NGO) here in the Far East and in Japan, where we could effective-
ly help in furthering the concepts of intellectual property rights and
technology transfer. We stand ready to do that if somebody can
identify those groups.

I talked about the facilitation, the networking, the structure, if
you will, of getting all these things done at LES International. Just
to close, I want to talk about the kinds of issues I noticed over the
last year in traveling to the various societies and of a very broad
basis that we face—and I think everyone in the IP business faces.
We have noticed, for example, in America a slightly negative atti-
tude being developed against IP. The Federal Trade Commission
(FTC) has come out with reports saying, for example, the presump-
tion of the validity of a patent should be watered down and you
should have to prove invalidity only by a preponderance of the evi-
dence instead of clear and convincing evidence. Business method
patents have been questioned as being counterproductive. I do not
know what the answer is, but at LES International we are trying to
address what it is that we can do to convince these people that the
problem is not intellectual property. The intellectual property is the
engine that would solve the problem. We just have to work on that.
I have been around in the *70s when the IP rights were really con-
sidered negatively in America, and it shifted back in the *80s as
you all know when the Federal Circuit came along. Now, we sense
a slight pendulum swing in the other direction.

We also must address in a meaningful and socially acceptable
way the issue of generic drugs, AIDS drugs, compulsory licensing
for drugs. I do not know what the answer is, but it should be
addressed in forums where both sides can be stated reasonably and
politely and cordially, so that a common ground can be found.

We also must come up with collectively what to do about wide-
spread copying of IP. I am old enough to not be one of these that

has to copy every song that has been played on the radio everyday,
although teenagers do. I find it personally a very interesting change
in attitude of humans in the last ten years. The attitude generally is,
“It is so simple to steal; why can I not steal it?” The same people,
for example, that would not think of walking into a library and rip-
ping a page out of a book and taking it away surreptitiously do not
have any compulsion against pushing Send and downloading the
same book off the Internet in violation of somebody’s copyright.
We have to address this from a social standpoint, and how do we
help the appropriate governmental organization by having the argu-
ments and addressing both sides of the issue fairly?

Open source movements, as was referred to a little bit yesterday,
how do we address this? Is IPR out of date? I do not think so, but
there is a social movement, as you have heard yesterday, more than
a legal movement, and that has to be addressed. Finally, as fits
within what has been discussed here by the CEO of NEC and oth-
ers, since the value of the intellectual capital of a corporation is
now so high, we need to work together to come up with some uni-
formly accepted standards for accounting for the intellectual assets
and the balance sheet and valuation methods for valuing them.

That gives you in 30 minutes my lifetime with LES
International. I have enjoyed every moment of my work with LES
International, and I enjoy talking about it. This kind of seminar is
what we would enjoy having and carrying out every year. I again
thank the organizers for having the opportunity to make this pre-
sentation.
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“The Road of an Intellectual Property-Based

Nation”

Hisamitsu Arai

Secretary-General of Intellectual Property Strategy Promotion, Cabinet Secretariat

Thank you for your introduction and for inviting me to the
International Patent Licensing Seminar today. Many distinguished
individuals representing a variety of sectors have gathered here
from all over Japan. I would like to pay my heartfelt respects to
Mr. Yuzuru Fujiwara, Chairman of the National Center for
Industrial Property Information who had organized this event, as
well as to the supporters, members of the co-hosting and imple-
menting organizations, and to all the people concerned for their
efforts in making this seminar possible.

The title of my presentation today is “The Road of an
Intellectual Property-Based Nation.” As you may know, the Diet is
currently in session, and Prime Minister Junichiro Koizumi gave
his policy address on January 19. In it, he said that he aimed at
making Japan an IP-based nation, at expediting the patent examina-
tion process to reduce the waiting period to zero, at strengthening
measures to fight counterfeit items and pirate editions, and at creat-
ing an IP high court as an innovative program to reform the court
system. He also declared his plan to build a rich nation founded on
culture and art. To do this, he hoped to promote businesses that
make use of the copyrights of our country’s films, animations, and
game software that are receiving high critical acclaim all over the
world.

Why are IP strategies drawing such interest now? This is
because IP has been spreading tremendously, and because its value
has been increasing steadily. If we multiply this “spread” by this
“value,” it shows that the value of IP is going up. Why, then, does
the scope of IT expand? The answer is “Because of progress in sci-
ence and technology,” and if you ask why science and technology
advanced, the answer would be “Because of people’s curiosity.”
This shows that the frontier has steadily expanded as people like
yourselves work hard everyday, contriving all sorts of things, at
universities, corporations, and in regional communities.

If we looked at this in terms of patents, in the old days, patents
were usually related to manufacturing methods, or “How to make
things.” Later, technologies progressed, and, in the case of pharma-
ceuticals, for example, emphasis gradually came to be placed more
on the substance itself rather than the manufacturing method. The
ingredient that claims to be effective for stomach ulcer became
important. Another factor is the development of computers that
began 20 to 30 years ago. As a result, emphasis came to be placed
more on software rather than on how to make outstanding hard-
ware. So, people decided to have software patented as well. It is
said that the 21* century is a bio-age. This means that discussions
on patents would cover an even broader spectrum of issues, such as
obtaining a patent for technologies to analyze DNA functions. And,
if science and technology advances even further like this, the out-
comes of such R&D would expand as well.

Another focus these days is not only technologies that would
become a patent, but also trade secrets or materials. The issue of
copyrights is also expanding steadily, from copyrights of works, to
copyrights of software. The same holds true with trademarks.
Trademarks represent a brand for the entire company. With

advancements in globalization, the function of trademarks has been
changing. For example, it used to be that things made in Japan
bearing a particular trademark were good. But now, products bear-
ing a brand of a Japanese company are considered good no matter
where they are made, not just in Japan but also in Asia or in
America. Therefore, with advancements in science and technology,
the scope of IP has expanded. As long as people continue to live, I
believe it will continue to spread.

If we look at this from the industrial history perspective, it rep-
resents a trend that places more and more emphasis on IP. For
example, in the old days, agriculture and energy depended on nat-
ural resources, so people who owned tracts of land grew large
amounts of crop, and if people could get coal and iron ore nearby,
steel business developed. Later, with the Industrial Revolution, the
world entered a new stage. Countries—even those lacking natural
resources, like Japan—could, if they had the money, own technolo-
gies, build superb facilities and become a first-rate industrial
nation. And today, we are steadily embracing the IT Revolution.
As a result, knowledge and intellectual property will be playing
increasingly important roles. Of course, this does not mean that
“manufacturing, or making things” will be completely replaced by
“knowledge-making.” It simply means that the share which manu-
facturing accounts for in various things would change.
Manufacturing will continue to play an important role. But the
importance of the value of IP in a product will grow from now on.

Right now, the IT Revolution is taking place all over the world.
This is a tremendous opportunity for Japan—a country with no nat-
ural resources but full of hard-working people. However, unless we
capture this trend effectively, we may face a crisis. Other countries,
like China and India, are vigorously taking advantage of the IT
Revolution to establish more IT ventures than Japan does, in cer-
tain aspects. As this example shows, technological innovations and
economic development occur very dramatically. We may think that
Japan is much more advanced than those countries. But the fact is,
these followers can catch up with us quickly and even overtake us.

The US is promoting this IT Revolution in an innovative man-
ner. For example, they are trying to be the world’s intellectual
leader in a style which they call “bio-informatics,” and are bringing
together outstanding scholars and researchers from all over the
world.

Unfortunately, there were no Japanese Nobel Prize winners last
year. But during three years before that, Japan had four winners
which made us think that the time has finally come for us. Last
year, when Japan had no Nobel Prize recipients, the US had five
winners from the natural science sector. The US has around 200
winners altogether, which is twenty times more than Japan. And
since the US has twice as many people as Japan, their productivity
in terms of Nobel Prize winners per population is ten times greater
than Japan. Whenever Japanese newspapers run a special article on
Nobel Prize candidates, we find that about half of them are living
in the US. This means that, if IP and knowledge are to play increas-
ingly important roles from now on, it is important to create an envi-
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ronment that can draw numerous outstanding people, and to make
the environment such that people would find it easy to work in and
can freely demonstrate their skills and capabilities.

About twenty years ago, or about ten years ago when the phrase
“Japan as Number One” prevailed, newspapers referred to Japan as
“the factory of the world.” Back in 1760 when the Industrial
Revolution occurred in the UK, the UK ruled the seven seas and
was called the factory of the world. A short while later, the US
became the factory of the world. After WWII, when Japan rebuilt
the country thanks to the heroic efforts of Japanese people and
when “Japan as Number One” became a household term, products
made in Japan were regarded as good and low in price. At that
time, Japan was called the factory of the world. But recently, when
you look at newspapers, you read about how China is being called
the factory of the world. This comes to show that factories of the
world do not stay in one place.

If Japan is to remain a solid production-based country, and a
country focused on manufacturing, we need to be aware of this. We
must have strong, competitive technologies, and improve them fur-
ther. We should not be satisfied with being merely ingenious and
skillful. If all we did was making prototypes—if US comes up with
some basic invention, Japan produces a prototype, improves it,
then sends it to China or some other countries in Asia to have it
mass-produced—we can never hope to feed our 120 million peo-
ple. This is a problem we face.

Therefore, if science and technology, intellectual aspects and
knowledge are to play increasingly important roles from now on,
we should ask ourselves, what is taking place at universities and
corporations that should be creating these things in the first place?
Another question we should ask is, if technologies are to be turned
into patents, for example, is the Patent Office fulfilling the role it is
expected to play? And the last question is about patent rights:
whether the court protects them or not. If we study the flow of
things, Japanese universities unfortunately—I may be offending
some of you by using the word “unfortunately”—have so far done
things in a very easygoing manner. Universities were told just to
think about nice things. University people were expected to cut ties
with the industrial community, so to speak, and live above the
clouds, locked inside an ivory tower. I feel that this is a tremendous
waste. Right now, there are 280,000 researchers at universities all
over Japan. So we are urging university professors to do what they
can to encourage these researchers to develop technologies that
Japan can boast to the rest of the world. For our part, we must cre-
ate the necessary environment or structure in society.

How are corporations involved with all this? A member of the
Licensing Executives Society just talked about how Japanese cor-
porations have purchased outstanding patents from other countries.
I once asked them how this came to be, and learned that it was
important for Japanese companies, especially in the post-war
recovery period, to bring in outstanding licenses. From here on,
however, selling technologies to outside the company will naturally
become extremely important. If that is the case, then if the US and
Europe have basic patents, we should go with “improved patents.”
The important thing is to arm ourselves with numbers. Japan has an
extremely large volume of patents—some people may resent it if I
tell them that we have focused more on quantity than quality—and
this is a strategy that Japan takes. It is also something that members
of the Patent and IP Departments have worked terribly hard on.

So, the Japan Patent Office receives many patent applications. I
believe we get the largest number of patent applications in the
world. On the other hand, no other applicants were made to wait so

long as in Japan. They began to question this, and this is how our
current discussion came about.

Then, what about judicial courts? Right now, legal reform has
become a hot issue. There is a senryu, or a humorous poem: “The
Supreme Court judges cases that are in people’s memory.” When
you read in newspapers about a Supreme Court’s ruling, you find
that the case is something that took place a long time ago. Japanese
courts spend a terribly long time to process cases. And since law-
suits pertaining to patents are related to technologies, they take
even longer. We often hear that when SMEs get involved in patent
lawsuits, the company would go bankrupt if they dealt with them
seriously. Many complained that the court did not understand their
technologies, or that the amount of compensation was too small.
The Japanese Government realized that unless these complaints
and problems were studied comprehensively, the court system
would never get better. So they are trying to build a nation that
makes use of intellectual property and the wisdom of the Japanese
people.

This slide outlines the administrative policy speech Prime
Minister Koizumi gave two years ago. In it, he said that strategical-
ly protecting and using the outcomes of research and creative activ-
ities as intellectual property, and making our country’s industries
more internationally competitive were goals that Japan must meet.
In other words, he encouraged the Japanese people to capitalize on
their wisdom and hard-working ways.

To meet this goal, the government drew up an IP promotion plan
last year. The plan has three key policies. The first policy is to
work freely without being restricted to conventional frameworks.
In other words, as long as we stuck to, and continued, our old
ways, we can never carry out creative R&D. The second policy is
internationality. Now that global competition has started all over
the world, there are no national borders as far as science and tech-
nology is concerned although Japan does have its unique good
points. And since corporate activities are also carried out on a glob-
al scale in a borderless manner, we cannot do without international-
ization. The third policy is to carry out speedy reform. This means
that we’ll get into trouble if we put off implementing reforms, say-
ing that they “need to be studied carefully first.”

Mr. Soichiro Honda, the founder of Honda Motor, has acquired
about 500 patents and utility models in his lifetime. Fifty years ago,
he said, “I had thought I was eyeing the world from a global per-
spective without worrying too much about reality. In looking back,
however, I realize that I was too preoccupied with Japan’s current
status. The world is currently moving forward at tremendous
speed.” Ten years is a long time, and since we are living in the era
of dog year, or even mouse year, I wonder what Mr. Honda would
have said if he were alive today. One thing is certain: reforms must
be carried out quickly.

As for the perspectives of the plan, first, although it is extremely
important that large-scale corporations do vigorous activities as a
multinational company, it is equally important for smaller busi-
nesses to think of ways to strengthen their technologies and con-
duct IP operations. Moreover, Japanese companies have so far
relied on group dynamics. However, from now on, individuals will
be required to come up with basic inventions that are good in quali-
ty.

The second perspective is regional development and cooperation
with local municipalities. Up to now, members of local municipali-
ties have not been involved too much with IP. Many felt that IP
was about complicated paperwork and procedures and was there-
fore something they can never handle. But things are gradually
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changing from simply luring companies to set up factories in a cer-
tain region, like before. Now, the focus is on a place that creates
something intellectual and substantial in certain regions. From
there, good inventions are made, and good companies are created.
Recently, local brands of agricultural, forestry, and fishery items
have become extremely popular. Here, local municipalities publi-
cize that fruits grown in their regions and fish caught in nearby
areas are delicious. They also guarantee the quality of such prod-
ucts. In other words, regional development that makes use of the
area’s agricultural, forestry, and fishery products is also a success-
ful example of IP strategy.

The plan’s third perspective is that individual inventors like
yourself is the key player, instead of thinking that the administra-
tion is the realm of the Patent Office, or that judicial operations are
what the court does, or, in other words, something that the govern-
ment does. This also means that people who use those inventions
are the key players. This is a perspective that places importance on
customer satisfaction, so to speak, and aims at making a friendlier
government and a friendlier judicial system.

If that is the case, the next focus will be to turn this intellectual
creation cycle on a grand scale. We encourage people to make out-
standing inventions or creations. The Patent Office and the courts
provide solid protection to these creative activities. And, by so
doing, they use those inventions and creations as valuable proper-
ties and return them to society. This satisfies the customers and
increases sales. The money earned this way will be spent on under-
taking next R&D projects. This is the so-called intellectual creation
cycle, and it should be rotated. I don’t want to offend anybody by
saying this, but until now, universities have spent government or
university money to do R&D and ended their activities there. Then,
the following year, they obtain a budget for another R&D. This
also happens with corporations. They pour money into various
research institutes, and that was the end of that. I would like to urge
universities, research institutes, or individuals to rotate these intel-
lectual creation cycles. To make this possible, I feel that the Japan
Patent Office and the courts should act more quickly. Since
international business environment is changing this dramatically,
we must rotate the cycle even more rapidly. If there is a good
invention, it must be put to immediate use. So if you can rotate this
cycle faster, I am sure that things would proceed on a larger scale.

The promotion plan that the government is currently working on
consists of 270 items altogether. They are featured on our Website,
so I encourage you to look at them when you have the time. The
plan has five key concepts: creation, protection, utilization, con-
tents, and human resource development.

Let me describe some major items to you. First is collaboration
between universities and industries to carry out operations that
make use of universities’ IP headquarters or technology transfer
institutions. This, incidentally, is the very theme or the very objec-
tive of today’s conference and this week’s symposium and semi-
nar. In other words, we strongly urge universities to work together
with industries.

The other is speeding up the patent examination process. Mr.
Imai, the Commissioner of the Japan Patent Office, gave a presen-
tation on this topic two days ago at the opening of this seminar.
There was also an article about this in today’s Nihon Keizai
Shimbun. The article said, “The Japan Patent Office will request
300 companies that file a large number of patent applications, to
narrow down on their applications by thoroughly investigating
‘prior art.” The rate of final decision for rejection, which shows the
share which rejected patent applications account for in all applica-

tions examined, was 49% in 2002, which means that almost one
out of every two applications were rejected. According to a survey
by the Japan Patent Office, prior art that was cited as the reason for
refusal had been applied 8 years previously, on average. As
Commissioner Imai says, the Patent Office believes that, as long as
applicants checked prior art carefully, the efficiency not only of
patent applications but also of R&D itself can be increased.”

This means that, if a company filing an application checked
prior art in advance, they can improve the efficiency of their tech-
nology and management strategies even further. It would be a
waste if companies ordered their employees to file applications to
the Patent Office “just for now.” The concept behind this quicken-
ing of the patent examination process is to eliminate this waste for
the company and for the country as a whole. Our goal is to reduce
the waiting period for patent application examination to zero. That
means that as soon as an application is filed, it gets to be examined.
We will set up a medium- to long-term goal for this. We are plan-
ning to submit, to the current Diet session, a bill for the law to
expedite the patent examination process. We are also hoping to hire
a large number of patent examiners for this purpose. Making the
process faster does not mean that the quality will suffer. On the
contrary, we intend to speed up the process and raise the quality at
the same time. If we are examining patents filed eight years ago,
the quality would drop that much, I think. So the idea is to examine
applications quickly, and by so doing, increase the level of quality.

Let me briefly discuss medical patents. They now refer to bio-
patents or patents for advanced medical treatment, and have
become the focus of attention such as compulsory licensing with
respect to drugs. I am fully aware that it is a very difficult subject.
At the same time, since we are living as human beings, we all want
to live longer and enjoy good health. In this respect, to what extent
should medical treatment be patented? People generally do not
mind making medical equipment a patent. Quite a large number of
countries now approve of patenting drugs as well. The next ques-
tion is, to what extent should medical treatment be approved as
patents? From patients’ standpoint, they want to receive advanced
treatment; from physicians’ standpoint, they want to cure patients.
And, from researchers’ and corporations’ perspective, contributing
to technological advancement is a good thing. So there is now a
new term: medicine-engineering collaboration. If all sorts of engi-
neering technologies are put into medicine, such as micro-robots
and nanotechnologies, medicine will advance forward that much.
This means that university’s medical department will be collaborat-
ing with the engineering department, and not only pharmaceutical
makers but also companies making precision machinery will be
entering the medical sector. If this becomes a reality, then people
would want medical treatments to be approved in the form of
patents. So a discussion is currently under way.

Another topic is intellectual property lawsuits. People have long
complained that very few judges understood matters related to
patents. So they decided to establish a court dedicated to patents.
They are planning to establish what they call the intellectual prop-
erty high court, and formulate a setup for this. Like in the case of
speeding up the patent examination process, a bill will be submit-
ted to the current Diet session.

As for developing contents business, we would be using differ-
ent approaches such as movies and animations. As you know, uni-
versities that have information departments usually deal with very
high-tech items such as computer graphics, for example. Our plan
is to use those advanced technologies to develop and promote con-
tents business. Japan is fast becoming the center of attraction in the
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field of arts. For example, “Spirited Away,” an animation by
Hayao Miyazaki, won an Academy Award, which is truly fabulous.
Japanese enka and the so-called J-pops have become extremely
popular in Asia. Novels written by Haruki Murakami and Banana
Yoshimoto are translated into different languages and are read all
over the world. As seen, Japan’s arts and culture are evaluated by
other countries much more highly than we think. Cartoons are
another category. Shonen Jump, a weekly comic magazine, for
example, is translated into English and sold. Many comic books
have been made into animated films and receive high acclaim from
people all over the world. Pokémon is another famous cartoon
character. What we should do is to develop and promote them as
contents business, and use them to help disseminate Japanese cul-
ture to the rest of the world. At the same time, since they have a
business side to them, we should try to make them succeed as con-
tents business.

Right now, Mr. John Galbraith is writing a series of articles enti-
tled “My Personal History” in the Nihon Keizai Shimbun. He
wrote, “In a society whose members have all the daily necessities
they need, their interest turns to pleasure and beauty. This pertains
to design, music, and painting, for example. As a result, artists
come to play a more important role in the society’s economy. Here,
smaller businesses have the chance to survive. This is because
artistic activities are generally carried out in individual units or as
small businesses. The Italian economy is a typical example of this.
Italy has overcome numerous crises and prospered. Its strength lies
in the fact that artisans with artistic sensibilities create products.”
In the old days, interest was on food, first and foremost. Then it
was industrial products. Japan has had an abundance of these plea-
sures, richness, and beauty since long ago, so the idea here is to use
these wonderful things to help publicize the beauty and strengths of
Japan, and to develop world culture. This may be referred to also
as “soft power.”

Another issue is that we desperately need to increase the number
of people who are well versed in intellectual property. Starting this
April, several law schools will be launched. The idea behind the
establishment of law schools is the need to educate science and
engineering students, medical students, or older people who have
accumulated work experiences, to become personnel who are thor-
oughly knowledgeable about IP, technologies, and legal matters,
and to serve as judges or court justices. This is a departure from the
conventional Japanese judicial system whereby students who are
strong in liberal arts enter a university’s faculty of law, pass a bar
exam, and join the Legal Research and Law Institute, for example.
In this respect, almost all the universities that will launch a post-
graduate law school will set up a course for studying intellectual
property.

I have briefly described the activities that the Japanese govern-
ment currently carries out. Of all the programs, expectations are the
greatest for this industry-academia-government collaboration.

The underlying concept is that “industry is the school for learn-
ing.” “Industry is the school of learning” were the words of wis-
dom cited by Professor Kotaro Honda, who is better known as the
“king of steel.” Another famous scholar, Tohoku University
Professor Tadahiro Omi, said that scholars should embrace this
idea and carry out researches that are put to practical use and
become useful to people’s lives. They should deliver to this world
something with a new value that many people would gladly pay
money for and use. Last year, Professor Omi was awarded by
Prime Minister Koizumi for his achievements in industry-acade-
mia-government collaborations. People like Professor Omi feel that

scholars should not be satisfied with just doing research inside the
laboratory. If industries can make use of the outcomes of their
research in actual business, then society would provide researchers
with a variety of data to show whether their research is really good
or not. Through exchanges such as this, academic studies would
progress even further. As you can see, industry-academia-govern-
ment collaborations help education, help research, and, at the same
time, help promote industries.

Industry-academia-government collaboration means that the par-
ties carry out intellectual activities in unison, and, by so doing,
bring about intellectual results. I apologize if this may sound like
tautology, but intellectual property strategy holds the key to indus-
try-academia-government collaboration. Before, many instances of
industry-academia-government collaboration, or industry-academia
collaboration, used to be carried out for a purpose: Companies, or
industries, offered scholarships to universities, and expected uni-
versities to send their graduates the following year to work in the
companies as employees. That is not the case here. The question is
whether to go along with the old way, that is, “In return for giving
us money this year, we will send our graduates to work in your
company next year,” or to consider inviting other parties to do a
joint research and think of ways to share the results of such joint
researches.

I believe that, in the new era, industry-academia-government
collaboration will be stepped up as long as IP strategies are in
place. What really concerns many university professors is that if
intellectual results are turned into a patent, they would monopolize
them which may be a bad thing. The question is, what happens if
you don’t make intellectual results into a patent? If intellectual
results are written up into a paper and published, everyone can use
them. So if someone put a particular technology to practical use
and if it succeeded, it’s better to become a follower and imitate it.
Until now, not too many people bothered to take up technologies
that were written into papers and published, and put them to practi-
cal use. That’s how things have been up to now.

In comparison, if results of joint researches are made into a
patent, either the company or the university that took part in the
joint research can monopolize it for 20 years. So they try to put it
to practical use. They would gather money and may even do mar-
keting. Of course, patenting an intellectual result is not monopoly
at all; it is about publicizing technical information. It motivates
other companies and other researchers to carry out even better
research. So competition begins. I believe that competition for
research development will be stepped up. As I have said earlier, if
intellectual results are put to practical use, relevant data will
become available from society for the first time, which would be of
tremendous use to the researchers as well as to subsequent R&D
projects.

In carrying out these activities, what we urge universities to con-
sider is “assertion of ownership by institution.” Of course, some
people may argue that IP is something an individual owns. If this is
the case, this means that individuals have been too busy with R&D,
and nobody was able to put IP to practical use. Rather, this is about
a setup where professionals get together to support it. So, once an
IP is reverted to an institution, universities would establish a solid
structure to take care of, and support, patent applications, manage-
ment, and transfers. In exchange, of course, university professors
and other individuals who had made outstanding inventions would
receive their share of the returns. I also want to point out that those
who do this are doing outstanding researches. This is because a bad
patent can never make superb papers. High-quality papers turn into

118 International Patent Licensing Seminar 2004



outstanding patents. The only difference is the method of presenta-
tion: those who had obtained good patents should be evaluated
accordingly by universities.

Another thing people in the industry often ask me is which uni-
versity department they should go to. So I urge universities to
make their contact points clear.

Meanwhile, what we expect of industries and corporations is
this. Unfortunately, two-thirds of Japanese companies’ R&D
expenditures are allocated to overseas universities. Japanese uni-
versities receive only one-third. The fact is, until now, Japanese
universities did not demand too much money. This may sound
strange, but Japanese universities either had ample research funds,
or felt that asking for money was too much trouble, or, in some
cases, those who asked for money were often criticized by others in
the faculty. Our hope is that universities would form solid alliances
with industries. Since Japanese universities have such tremendous-
ly competent people, they should be encouraged to demonstrate
them. So we are asking industries to rediscover the strengths of
Japanese universities and consider them as far better targets of their
investments, instead of concentrating only on foreign universities.

My next topic is our expectations for regional reinvigoration.
The current Intellectual Property Basic Law states that local public
organizations “have the responsibility to devise and implement
autonomous measures that make use of the special characteristics
of the regions governed by said local public organization.” I admit
that “responsibility” is a strong word, but I urge all local munici-
palities to implement IP strategies that make use of the strengths of
each of your regions. It is important that a variety of inventions
come about in each region, and that a specific regional brand be
created.

The IP promotion plan also states that, for this purpose, an IP
strategy should be created for each region. At present, there are a
wide variety of universities and research institutions in regions all
over Japan. Local municipalities should use them as the nucleus to
collaborate with corporations to carry out industry-university col-
laborations in various parts of Japan, and to promote innovative
technological development.

Let me cite some specific examples. I know that other prefec-
tures carry out all sorts of activities, too, but Tokyo, Aichi, Osaka
and Fukuoka implement a wide range of programs. Fukuoka
Prefecture, for example, is currently building an IP network for
agricultural products. They are working vigorously to create local
agricultural product brands. I believe that advancement of DNA
research has made this possible. Until now, we had this brand of
rice called Koshihikari, and nobody really knew where it was actu-
ally made. Or sometimes, we found Kobe brand of beef coming
from different parts of Japan other than Kobe. But with advance-
ment in DNA technology, farmers can no longer deceive con-
sumers like this. Conversely, I believe that intellectual property or
regional brands are becoming more important than ever before.

The Tokyo metropolitan government announced in August of
last year a plan to draw up “Tokyo Strategy for Utilizing the IP of
SMESs.” The plan is written in a very easy to understand manner. It
clearly states what actions they will take. It also tells us what
specifically is bad about the policies of the Japanese government.

Last April, the Tokyo metropolitan government established an
Intellectual Property Headquarters and launched various activities.
One of their accomplishments is this. Small- to medium-sized com-
panies based in metropolitan Tokyo must make overseas patent
applications. Recently, these smaller enterprises are actively taking
part in international competition. They find it useless to obtain a

patent that is good only in Japan. Unless their products are protect-
ed by international patents, their products are quickly imitated by
various Asian countries, and their US markets become rapidly
eroded, for example. Smaller enterprises actually suffer damages
by such actions. Just consider how many companies now check the
value of the yen against other foreign currencies, day after day.
This comes to show that a large number of these companies are
engaged in global businesses. In this respect, the Tokyo metropoli-
tan government has decided to assist SMEs file their overseas
patent applications. The national government has no such mea-
sures. No other prefecture has such measures, either. Tokyo is the
first to carry out such a program, so I have introduced this as an
example of a local municipality conducting SME assistance mea-
sures by making use of its regional characteristics. I have heard
that the Tokyo metropolitan government has created an IP manual
targeting smaller enterprises, and that a large number of people
have made use of their consultation services so far.

Various activities are carried out not only by the metropolitan
government level but by the wards. Tokyo’s Sumida Ward carries
out a range of activities by tying up with Waseda University. The
Ward operates what they call “Sumida Industry-Academia-
Government Collaboration Club,” and the results of their research
activities and projects are sometimes introduced in newspapers. As
you can see, programs such as these have begun at the ward level.
Likewise, Ohta Ward has the Tokyo Institute of Technology near-
by, so the ward has teamed up with this university.

In carrying out these programs, we have to remember that these
are what we call intellectual property businesses. What we are
dealing with is intellectual property, so the players who create this
IP market must make their projects viable as business. IP becomes
a business only after it is traded, so it must be reinvigorated. You
need researchers who make outstanding inventions, and you need
industries that want to make use of such inventions. Only then can
IP become a business that deals with those items; only then can it
become a full-fledged business sector.

Thus, demand for intellectual property service continues to
grow. A wide variety of business areas would become necessary,
such as entities that study what sort of strategies to draw up or how
much value an IP has; those that do matching and alliances or ana-
lyze patent information; or conduct IP accounting, disclose corpo-
rate information or negotiate licensing. It would also become nec-
essary to support these operations. I believe that IP business can be
established as a viable business, and that intellectual property will
be regarded as viable rights, only after IP business develops and
expands in a sound manner. Otherwise, a company will obtain a
patent, display a certificate of patent in the President’s Office, and
that’s the end of it.

Our policy in the promotion plan is to provide as much support
as we can to revitalize IP business. We provide support through
local municipalities and TLOs. We also support nationwide net-
works. At present, different organizations are playing central roles
to provide active support. These include the Japan Patent Office,
the National Center for Industrial Property Information, and the
Japan Institute of Invention and Innovation. We hope and expect
that these programs will serve as the trigger to make IP grow as a
private-sector business as well.

As the number of IP players increases, IP activities grow. In this
respect, it helps develop regional communities and support SMEs.
Right now, many outstanding personnel are beginning to gather at
university IP Headquarters and TLOs. People who have had exten-
sive experience in the private sector are beginning to conduct vig-
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orous activities at those universities. Interest is growing among
technology transfer companies and among consultants, while con-
ventional patent attorney offices and patent information companies
have also expressed their intention of emphasizing these sectors
from now on. Recently, members of account auditing corporations
reportedly receive a growing number of consultations related to IP.
These corporations also conduct a variety of seminars and publish
handbooks to show how IP can be studied from the accounting per-
spective. Whether or not IP helps boost corporate management in
the form of accounting is an issue that company presidents are con-
cerned about the most. So there is now a move to strengthen this
area. Trading houses have traditionally had strengths in this sort of
dealings. As a matter of fact, the President of Mitsubishi
Corporation gave a speech in this seminar and talked about his
interest in this issue. So trading houses, too, are entering this sector
and have begun some specific activities. Banks, venture capitals
and the Development Bank of Japan, for their part, receive a grow-
ing number of consultations with respect to financing using IP as
collateral. In the area of trust, a revision of the Trust Business Law
will be submitted to this upcoming session of the Diet, so IP busi-
ness will be supported in this aspect also.

My last topic is about how Japan is lagging behind other coun-
tries in providing IP education. I would like to briefly discuss this
subject since we have many university people here with us today.

I don’t know if the figures shown in this table are good or not
because Japan has a system of patent attorneys that is different
from that in the US. In the US, if you become a lawyer and pass a
test conducted by the Patent and Trademark Office, you can
become a patent attorney. There are 21,000 such qualified individ-
vals in the US. In Japan, there are 300 individuals who have
become lawyers and registered themselves as patent attorneys.
These people can carry out business both as a lawyer and as a
patent attorney. According to a simple calculation, the US has 70
times more patent attorneys than Japan.

Japan is often said to be a good country because there are no
lawsuits. There are 20,000 lawyers in Japan. The US has 1 million
lawyers. Some may say that because there are so many lawyers, the
US has become a lawsuit country which is bad. Or you may say
that, since this sector is also about intellectual property or intangi-
ble property, it constitutes a “rights business.” Unless you have a
solid contract, IP would not stand as a business. So whether you
can conclude a contract as solid rights or not is extremely impor-
tant; that’s the starting point. As long as you are talking about
“relationship of trust” and things of that nature, it will never devel-
op into global business. If we turn our eyes to our neighbor, China,
they currently claim to have about 150,000 lawyers. Two years
ago, about 1,200 people passed the state bar exam in Japan—it
used to be about 300 people, so we are trying to increase the num-
ber of successful applicants now—but 24,000 people passed the
test in China, that is 24 times more than our number.

Another thing I would like to mention is that Management of
Technology, MOT, has now become a hot topic of conversation.
Japan is working extremely hard to conduct IP education offered
when technology-oriented individuals decide to become technolo-
gy managers, or corporate managers. I understand that 16 universi-
ties in Japan offer this course. In comparison, 160 US universities
do, which is ten times greater. A total of 670 students complete this
course in Japan each year; the number is 12,000 in the US. Even
when we study these numbers in comparison to total population,
we can tell that education in this sector is far from enough. We
think it is important to have patent attorneys, lawyers or CPAs who

are strong in IP, or individuals who are strong in MOT, or other
people from all sorts of business sectors, enter this IP area to foster
it as a viable business. In this sense, the number is still very small.
Thank you very much for your kind attention.
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“Innovative University TLO Management:
Learning from Overseas Cases”

Moderator
Akio Nishizawa, Tohoku University

Panelists

Louis Berneman, University of Pennsylvania

Timothy Cook, Isis Innovation Ltd., University of Oxford
Wenjiang Ding, Shanghai Jiao Tong University

Akio Nishizawa, Tohoku University, opened the session, wel-
coming the panelists and participants. Session Al always gives
great hints and advice for the proceeding sessions. Western and
other foreign countries provide great pioneering examples for us to
learn from in respect to the operation of our universities and
Technology Licensing Organizations (TLOs), so we are eager to
hear from our panelists from abroad today. I now would like to
begin the first of our presentations.

Louis Berneman, University of Pennsylvania, started by say-
ing he was honored to be part of this important meeting. I am from
the University of Pennsylvania and even though it is among the
oldest universities in the United States, we were among the last to
begin a technology transfer program. Hence, for those of you in
Japan just beginning technology transfer initiatives, it is possible
for you to make great strides in a short time. Penn uses a team
approach to technology transfer and this team approach may be an
appropriate model for you in Japan to use.

University technology transfer is done for five reasons, but each
institution prioritizes these reasons differently. The reasons, which
range from those serving the public interest to those serving private
interests, are to facilitate commercialization for the public good;
promote economic growth; reward, retain, and recruit faculty and
students; induce close ties to industry; and generate income.

The technology transfer process is multifaceted. Upon the com-
pletion of research, an opportunity assessment is conducted and if
viewed favorably, the intellectual property is protected. Using the
intellectual property, a commercialization strategy is developed
with the goal of producing products either through a start-up or an
agreement with an existing company. The final stage of the tech-
nology transfer process is monitoring the license.

Looking at all the universities in the US over an 11-year period,
the federal government invested almost $300 billion in universities
for inquiry-driven research. This generated 130,000 technology
disclosures; hence, meaning it costs about $2 million for every
technology disclosure.

The US has three different technology transfer models: service
model, income model and entrepreneurial model. The service
model places an emphasis on providing service to the university
faculty. The benefit of this model is that the measure of customer
satisfaction is likely to be high. The downside, however, is that
possible near-term income opportunities may be lost because of a
lack of urgency to work on them and higher staffing and budget
subsidies will likely be needed.

The income model places its emphasis on near-term income
generation. The benefits inherent in this model are a rigorous triage
of disclosures to identify immediate licensing opportunities and the
potential to generate income in the near term. On the other hand,
the difficulties with the model are its focus on immediate opportu-
nities and near-term income may overlook technologies, and mea-
sures of overall faculty satisfaction will likely be lower.

Next, the entrepreneurial model places its emphasis on start-ups.
The benefit of this model is a potential for big hits through equity,
a focus on new company creation and jobs, and good public rela-
tions. The downside is that licensing to established companies is of
secondary importance, creating start-ups requires a different skill
set of people than licensing to established companies, and only a
small number of inventions quality and the measure of faculty sat-
isfaction is likely to be very low.

TLOs are staffed according to two different models. One is an
individual approach where the office is built around one strong
individual. The other approach is a matrix-team approach, where a
group works together as a team. I recommend that Japan follow the
matrix-team approach.

With respect to input productivity metrics, Penn in FY2002 had
321 productivity disclosures, 442 new patent applications, and
issued 50 patents. For output productivity metrics, Penn had in
FY2003 83 product options or license agreements, 12 new start-up
ventures, 79 trademark licenses, nine copyright licenses, $13.6 mil-
lion in income, and $10.9 million distributed per Penn Patent
Policy.

There are four things we look for at Penn before our TLO works
with a new start-up. First, there must be a new technology and a
lead product. Second, the new start-up needs to have an individual
with entrepreneurial talent. Third, the technology must have solid
IP rights with worldwide coverage. Fourth, there must be early
stage capital.

Overall, since 1996, Penn has received 431 issued US patents,
consummated 614 commercialization agreements, created 50 start-
ups, generated $77 million from licensees, distributed $59 million
to stakeholders, and produced a return on investment of 193 per-
cent.

Timothy Cook, Isis Innovation Ltd., began by explaining that
in the last six years, Oxford University has undergone a huge cul-
ture of change in respect to technology transfer. Oxford has 2,500
researchers in science and medicine, and has 2,000 doctoral stu-
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dents. The school also was rated the number one university in the
United Kingdom in 2003, has been recognized as the “Most
Innovative UK University,” and spends the highest amount of
money on research at $300 million. It receives a subsidy worth $69
million from the government, which accounts for ten percent of the
total subsidy. The rest comes from the private sector.

Isis Innovation is a company owned by Oxford University. Its
mission is to help researchers commercialize the results of their
research by licensing their intellectual property, forming new com-
panies, and selling consultancy services and use of the university’s
laboratory facilities. Isis Innovation has a staff of 35, half of whom
have science doctorates. Its annual patent budget is $1.5 million.
The company also has a development fund of $6 million for exem-
plification and marketing projects, as well as an Isis College Fund
of $15 million for second round financing of our spinout compa-
nies.

The history of Isis Innovation: The number of its staff increased
last year, as it started to offer consultancy services to universities
and PR activities. Isis Innovation filed fewer patents last year than
in the previous year, since as our staff has become more experi-
enced, we have avoided filing patents that we do not believe will
be feasible. On average, we start about eight new companies a
year.

All research funding inside Oxford University is administered
by the Research Services Office. This office is responsible for
keeping track of those who have funded university laboratory
research to avoid a conflict over the rights to a technology, should
it also be funded by a third party through the Isis Innovation TLO.

Isis Innovation receives a 30 percent share of the net revenue
generated by a technology through its royalty sharing agreement.
The researcher, university, and university department also receive
varying shares depending on the amount of net revenue the tech-
nology generates.

All the spinouts prior to 1998 were made by the researchers
themselves. As Isis Innovation grew larger, it generated more spin-
outs.

There are three facets to culture change: the university’s entre-
preneurial culture, the university’s technology transfer resources,
and the local professional environment. All three need to develop
together, but the university, rather than the market, must manage
the change.

As ideas reside within the university, Oxford can achieve
change faster by providing technology transfer resources. Prior to
the establishment of Isis Innovation at Oxford, spinouts happened
on average once every four years. Now through the work of Isis
Innovation, eight spinouts on average are happening every year.
Through this, Oxford has learned that if it does not lead the change,
investors and academics will do deals directly and the university
will not receive its due benefits.

All in all, Oxford’s keys to success in building technology trans-
fer at the university are a strong research base, a well-resourced
technology transfer office, project managers with academic and
industrial credibility, and patient investors and a patient university.

Wenjiang Ding, Shanghai Jiao Tong University, began by
describing his university, explaining that nowadays with the exis-
tence of an intellectual economy and accelerated commercializa-
tion cycle, it is no longer relevant for universities to simply gener-
ate ideas. Shanghai Jiao Tong University is a general university
with 21 departments and 3,000 researchers. With 12,600 graduate
and 14,000 undergraduate students, including 2,000 exchange stu-
dents, it is rich in human resources.

Universities need to file for patents for several reasons.
Universities must have a close association with their societies. In
China, for example, industrialization is not complete and there are
some practical demands from society to the university. Knowledge
obtained by students must contribute to societal development. In
addition, university research should be more geared toward mar-
kets and that is one reason why we value patent filings.

Patents require innovation; a creativity that is geared at society.
Also, faculty and students should have a greater motivation to con-
tribute to society. The outcome of university research should con-
tribute to society in terms of industrial activity and the patent is
protection for such an attempt. A patent can lead to the formation
of a business or its technology’s rights can be sold to a private enti-
ty. Hence, university patents serve society.

Patents are tools for more innovation and market consciousness.
Around our campus about 200 venture businesses have been found.
Graduate students participating in patent development will acquire
a market-oriented approach, gaining a new attitude that is part of
human resources development. Students, upon graduation, will
then join private companies and those who participated in the
patent process will become a readily mobilized workforce at com-
panies and will have a very good knowledge of the market and
other business-related matters. Patent development, therefore, is a
very good way to nurture human resources on campus.

Shanghai Jiao Tong University has two different approaches to
patent filing. The first approach is to create a patent fund for filing,
amounting to 12 million yen last year, giving full support to a
patentee. As the second approach, we establish a motivation system
for patent filing. Faculty members used to be evaluated based sole-
ly on their papers, but the numbers of patents filed has recently
played an important part in their evaluation. This is a highly moti-
vating way for the university to encourage more patents.

With this system in place, patent filings in the universities
increased significantly, from five in 1998 to 744 in 2003. Most of
our patents are inventions, and about 15 percent are being commer-
cialized, generating start-up companies. Those companies excel
especially in the areas of biotechnology, IT, solar energy, and there
are now four listed companies. Universities enjoy the revenue from
such activities, totaling around 600 million yen. For the future of
the university, technology is coupling with industry.

Patenting is a difficult issue, especially for China. One of the
reasons university patents are not effectively used is, in addition to
systematic and financial problems, in the patent’s text contains jar-
gon. It will be easier to file patents when they change from text-
based to image-based filings, with multimedia and animated
effects. Our graduate students are encouraged to file patents in
Japanese and English, and they are encouraged to use diagrams
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whenever possible for their patents.

Expired patents should also be effectively used. China is still
developing and other countries’ expired patents are still quite use-
ful for China. In addition, we need to encourage international
patents be applied to the domestic Chinese market.

Discussion

Prof. Nishizawa opened the discussion, first asking what the
relationship was between universities and TLO offices and if there
was any criteria for selecting the models as described by Prof.
Berneman. Prof. Nishizawa then asked what criteria should be used
for selecting candidates for university spin-out ventures. Finally, he
asked how TLO staff members could be trained to be bilingual in
the sense of knowing how to speak both to university researchers
and businesses effectively.

Prof. Berneman responded that the only criteria he would sug-
gest for forming a TLO would be for a university to understand
what its goals and objectives were in forming the TLO. He sug-
gested that a university should identify a TLO that matched its
goals and objectives and emulate that model or at least adapt it to
the university’s needs. Prof. Cook added that all TLOs have ele-
ments of the three models discussed by Prof. Berneman and said a
TLO may adopt each model depending on to whom it was talking.
Prof. Berneman further said that Japan might also want to consider
whether commercialization companies make sense for Japan as a
model. Prof. Cook added that Oxford often had much tension
between its Research Services Office and Isis Innovation, but that
it was always important not to show this tension to researchers
since they otherwise may lose their faith in the system.

With respect to criteria to selecting candidates for spin-outs,
Prof. Berneman said if a technology was a platform for multiple
products in multiple marketplaces, then it might be appropriate for
a start-up venture. He then explained that in the US, every very
successful start-up had come from a basic science discovery and
not an applied science discovery. Prof. Cook added that one reason
Oxford started some companies was that with only know how, it
was very difficult to license that technology. Therefore, he contin-
ued, a spin-out company was a very useful vehicle for putting your
technology into a company for a short period of time until it could
be developed and licensed out.

Prof. Berneman stated that Penn TLO did not invest cash in its
start-ups. Rather, he explained, that was left to the private sector. In
addition, Prof. Berneman stated that Penn did not allow its profes-
sors to be involved in the management of these start-ups. Prof.
Cook agreed that it was best for professors not to become involved
in the management of the company.

Prof. Nishizawa also asked what the differences were between exist-
ing companies and start-up companies regarding technology transfer.
Prof. Berneman responded that if the technology was within the frame-
work of an existing market, it would be appropriate to transfer the tech-
nology to a company already well-established in that specific field. He
also mentioned that if the technology was in a basic field, then as the
US situation had made clear, it would be better to form a start-up com-
pany. Prof. Cook added that as the universities were not able to provide
funding, it would be important for start-up companies to secure enough
funds for commercialization. Then, he continued, there had been 35

spin-outs, but in some cases they were not able to continue their opera-
tions due to a lack of funds.

Prof. Nishizawa noted that Prof. Ding’s university had 200 spin-
outs and asked for any ideas about their development. Prof. Ding stat-
ed that his university did not invest in its professor’s spin-outs and
instead relied on capital from the market. Further, he stated, Shanghai
Jiao Tong University had a policy of giving 60 percent of the profits to
the professor who invented the technology, 20 percent went to an
intermediate organization such as the TLO, and 20 percent went to the
university. The greatest problem that the university had in establishing
a spin-out, Prof. Ding explained, was who was going to run the new
company since professors did not necessarily have the skills to do so.

With respect to the question of human resources within TLOs,
Prof. Berneman said employees needed to be trained. At Penn, he
continued, they recruit very young, very bright post-doctoral scientifi-
cally trained people who were then matched with senior industry-
experienced people having the ability to move a technology into the
market. Prof. Cook said one problem with industrialists was that they
did not understand how universities worked. Prof. Ding stated that
demand for profit from people with experience in business was very
strong. When asked by Prof. Nishizawa if there was any special train-
ing program, Prof. Ding replied that there was a short-term training
course for managers to promote the creation of new business.

Q&A

An official from Toyota Techno Service asked how the three univer-
sities developed a research and development environment, which was
key to successful technology transfer. Prof. Berneman responded that
University of Pennsylvania had been one of the top schools in raising
research funding. Further, he added, the leaders of the university had
given the TLO staff the ability to do their jobs effectively. Also, Prof.
Berneman stated that patience was required while technologies were
being developed for markets, and that TLOs must be of a very high
quality. Prof. Cook then commented that the support of the university
head was essential to achieve a successful technology transfer program.
He also mentioned that it was important that the managerial team
understood the position of the faculty and offered them full support.

An audience member from Tohoku Techno Arch asked how
Prof. Berneman collected high- quality inventions and realized tech-
nology transfer. He then asked how Prof. Berneman handled the
increase in the number of technologies disclosed, and what was the
background to this increase. In addition, he asked why the TLO’s
license/option agreements had been increasing over the past three
years. Prof. Berneman responded that in 1994, the University of
Pennsylvania changed its head and the new person in charge made it
a priority to advance technology transfer. Hence, he explained, a
successful program started with institutional commitment and lead-
ership, followed by appropriate resources, and that has resulted in
the increased number of license agreements and start-ups. Finally,
Prof. Berneman added, a patient view must be taken, and that it was
important to secure outstanding human resources for a long period.

Prof. Cook pointed out that Isis Innovation had an average of 42
active cases per project manager and of this, around ten were high-

ly active.

(Session Al closed)
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[A2]

“Collaboration between TLOs and University IP

Departments”

Moderator

Isamu Shimizu, The Circle for the Promotion of Science and Engineering

Panelists

Masatoshi Ishikawa, The University of Tokyo
Wataru Koterayama, Kyushu University
Tsuneshichi, Ritsumeikan University

Commentators
Takashi Sawai, NTT Advanced Technology Corporation
Catherine Garner, AUTM

Isamu Shimizu, The Circle for the Promotion of Science and
Engineering, opened the A2 session, welcoming the panelists and
participants. This April, universities in Japan will become
Independent Administrative Institutions and one key challenge for
these universities will be how they manage intellectual property.
With university TLOs established, patents filed and start-up com-
panies created, the activities of TLOs are also on track. It is very
important to consider how to manage intellectual properties under
collaboration between TLOs and newly established Intellectual
Property Departments in order to realize fruitful university-industry
collaboration.

Masatoshi Ishikawa, The University of Tokyo, stated he was
the Executive Advisor to the President as well as the Director of
the Office of University Corporate Relations at the University of
Tokyo. Starting from April, we do not know what will happen in
regard to our transformation to an Independent Administrative
Institution. For intellectual property, decisions are actually being
made in a committee meeting today. The basic framework, howev-
er, has already been established.

Society is changing, with an importance now being placed on
the new structure of knowledge production, the expectations of
new industry, and global competition in intellectual property. To
facilitate this change, it is necessary to “change from catch up,”
create original research products, and design an effective method
of knowledge transfer. As such, the basic concept of the University
of Tokyo is a harmonization between university and industry, cou-
pled with a clear and affordable contribution of knowledge trans-
fer. We need to have a clear cut mission in front of us.

There are three main pillars to our technology transfer activities:
research, IP, and commercialization. Upon the realization of a tech-
nology through research at the University of Tokyo, IP rights are
secured and marketing is conducted in cooperation with a TLO.
The next step is commercialization of the intellectual property by
way of a strategy for a start-up and business plan.

As a general outline, the basic flow of IP operations are first
excellent robust research results, followed by the TLO working
with the technology and beginning research activities. The results
are then returned to the IP department for the invention to be
released. This is an expatiated process. Other than that, there are
additional processes that can be followed. Within the university,
the TLO will look at the marketability, and if it is not marketable

the university will need to think of ways to make use of the tech-
nology. Management will be under the responsibly of the IP
department but the TLO will be responsible for the management of
its operations. Hence, some cooperation will be necessary between
the IP department and TLO. TLOs will be the direct contact for the
industry.

There are several issues regarding the promotional plan for uni-
versity-corporate integration. As for the ownership of IP rights, we
can now say that ownership will be with the university rather than
individuals. For joint research, ownership will again go to the uni-
versity. There are some university researchers who would like to
keep the ownership rights since they toiled hard to develop their
technologies. The second issue is how to solve the conflict of inter-
est. As this problem is becoming more serious, the University of
Tokyo plans to apply the safe harbor rule. The third issue is a new
model for cooperation. The university would like to see there are
good benefits coming from combined research efforts. Our office
would like to develop a new model of cooperative contract to pro-
mote commercialization.

We are in the process of doing many other things with IP rights
in the university. One is support for incubation. Universities have
often been criticized as an ivory tower but we would like to be the
center of the dissemination of information. With TLOs and IP
offices put together, we would like to make sure that knowledge is
advanced.

Wataru Koterayama, Kyushu University, began by explain-
ing that on 1 April, Kyushu University would become an
Independent Administrative Institution and it established a
Corporate Liaison Office within the school on 1 October, with a
staff consisting of 30 people. It thus added the concept of universi-
ty-corporate integration for its development in the future.

The Liaison Office interacts with government agencies, and
there are other departments such as technology transfer, corporate
support, planning and designing.

What is unique about Kyushu University is that it seeks univer-
sity-corporate integration that will be served by one-stop services
at our Liaison Office, which will be run by specialists. We also
work with a broad network, offering problem-solving consultancy
services with speed.
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Our basic objective is to service society and service the industri-
al policies for all kinds of patents. Patents created using the univer-
sity’s research fund, facilities and equipment will belong to the uni-
versity. Transfer will be handled by Kyushu University in coopera-
tion with the TLO, and it will pay enough attention to avoid a con-
flict of interest.

As for revenue distribution, we decided that the TLO would
receive an amount to cover its expenditures and the rest of the rev-
enue would be split: 50 percent for the inventor, 25 percent for the
department, and 25 percent for the university. The IP Center would
receive part of the university’s share. For IPs without applications,
management on material transfer and copyright will also be han-
dled. Intellectual properties will also be treated confidentiality.
When researchers get transferred to other institutions, negotiations
with the counterpart will take place.

For the IP management process, released research will be evalu-
ated at the evaluation meeting. When it is approved, it will be
handed over to the TLO. As it is sometimes easier if one person
handles the whole process, a member of the IP Center occasionally
joins the licensing process to corporations.

The IP Center will make rules and strategize, and IP creation
will be done by the IP Center as well. Licensing and the manage-
ment of the matching fund will be taken care of by the TLO.
Individual transfer of each invention will be handled by the associ-
ate member of the IP Center. External organizations can be utilized
for transfers that the IP Center and TLO alone are not able to han-
dle. We do not have the detailed blueprint for the university’s
incorporation as an Independent Administrative Institution, but the
IP Center and TLO may discuss a merger. A mid-term plan for the
next six years will also take place.

We are pursuing collaborative research aggressively. It is a col-
laboration between Kyushu University and corporations. All the
problems regarding collaborative research are discussed in univer-
sity-corporate integration meetings.

Kyushu University’s support policies for start-up companies
include: 1) dissemination of achievements and contributions to
society through the creation of corporations and productization; 2)
economic and local activation by creating new industries, markets
and jobs; 3) realization of the benefits gained from starting corpo-
rations through close communication with the research department;
4) acceleration of university-corporate integration through R&D-
oriented venture companies; and 5) durable activation of educa-
tional and research activities via social contributions.

The support flow is that the researcher applies for the program
and there is an initial examination of whether to approve it as a
Kyushu University venture business. After it is approved, person-
nel need to be secured for the venture business launch. Such a flow
is only successful with a strong sense of management. Thus, it is
essential to support human resources, business plans and fund pro-
curement.

Kyushu University wishes to engage actively in dynamic collab-
orative model projects to take advantage of the industries in the
coming age and contribute to the area and the world. Shanghai Jiao
Tong University collaborates with Kyushu University and as Dr.

Deng noted, old Japanese technology can be useful in China.
Hence Kyushu University would like to have a domestic IP pro-
gram but also globalization program.

Tsuneshichi Tanaka, Ritsumeikan University, noted that
despite working for Ritsumeikan University he is also an executive
director of Kansai TLO, Ltd. and therefore he is able to see tech-
nology transfer from two perspectives. About five or six years ago,
Ritsumeikan University started its liaison office. Afterwards, we
began to be flooded with patents and it was difficult to manage
these activities due to a lack of qualified personnel. With respect to
royalties, there were times when we were not able to conclude any
contracts. We then began to discuss the establishment of a TLO
and formed Kansai TLO.

Kansai TLO does not belong to any university. It has instead
relationships with IP offices of different universities. There are
many universities, national as well as private. We need to identify
the major issues in respect to dealing with them. Some of the keys
for the structure of a model case are: 1) role sharing between the
university’s IP Center and TLO; 2) establishment of a support
structure for universities without IP Centers; 3) activation of a
Liaison Office, Venture Incubation Office, IP Center, Research
Center, etc; and 4) inspiring both the faculty and corporations for
their understanding that IPs belong to the university.

Kansai TLO’s Liaison Office of 40 staff needs to search for
inventions by the staff of IP offices and TLOs. Then, the head of
the IP Center decides how to proceed with the invention, based on
the patent application by the university and whether the licensing is
filed by the university or Kansai TLO. There will be a hearing from
the IP Center staff and Kansai TLO staff, and they together decide
on whether it is an employee invention, the technological level of
the invention, cost of productization, needs and markets, and
whether to apply for a global patent.

We also have a Committee for Technology Assessment. When
the patent is not returned to the inventor, the decision will be made
as to whether it will be a sole application by the university or a col-
laborative one with the corporation. And if it is a sole application,
the next decision will be if it will be handled by Kansai TLO or IP
Center staff.

The vice president of the university also acts as director of the
IP Office, which now has 37 members. Within the Liaison Office,
there are three respective managers for the IP Promotion Center,
Liaison Office and Venture Incubation Center.

Researchers from the university and research organizations are
to: 1) understand the basics of the nation’s IP strategy; 2) actively
participate in the intellectual creation cycle; 3) understand profes-
sion-oriented inventions and the patents belonging to organiza-
tions; 4) obtain good knowledge on conflicts of interest; and 5) get
acquainted with the whole process of patent application and its
handling.

The challenges for corporations will be to: 1) overcome the tra-
ditional culture regarding inventions and patents; 2) support ven-
ture businesses; 3) cancel individual contracts with university fac-
ulty and shift to contracts with organizations; 4) handle compensa-
tion generated from collaborative application with the university;
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and 5) struggle toward the rating of patents and creation of patent
markets.

Discussion

Takashi Sawai, NTT Advance Technology Corporation, stat-
ed that national universities and national organizations have their
own benefits and liabilities. Universities are seeking knowledge
while corporations are interested in profit making. Hence, how can
we bridge this gap? A mutual understanding is important. We have
to respect the objectives of each other, a good balance needs to be
struck, and monopolization versus dissemination of the knowledge
needs to be considered. University professors are not familiar with
how to take risks in their businesses so that is another point to con-
sider. Based on this, I have tried to find the differences between
universities and corporations. While private universities had been
cost conscious in the past, national universities will need to nurture
both cost and managerial aspects as soon as they become
Independent Administrative Institutions.

Mr. Sawai then asked Mr. Tanaka, from the point of view of a
private university, to give his opinion to these comments. Mr.
Tanaka replied that private universities had their own types of
problems.

Mr. Sawai then asked if there were any cases where universities
used an outside TLO. Ms. Garner replied that in the UK, in the past
there had been a number of external companies used for the com-
mercializing of university technology. In the past few years, how-
ever, universities have tended to use their own TLOs, but I believe
there is still a role for outside TLOs to play. This is the case in
countries like Canada, where there are a number of small universi-
ties and groups of them use the same TLO. In the future, the UK
may move back toward having some external people involved in
the creation of new ventures.

Mr. Sawai then asked Prof. Ishikawa about organization, in par-
ticular if the IP department was responsible for implementing the
wishes of the faculty. Prof. Ishikawa responded that in some cases
the university might have to require a department to follow the line
of the university. He then said that a balance had to be achieved
between the wishes of the department and the university.

Mr. Sawai then said there was a tremendous gap in the allotment
of royalties paid out. Prof. Koterayama commented that at Kyushu
University, 50 percent of revenue would go to the individual
researches. Universities should not make the most profit out of a
technology. This is part of the social contribution and revitalization
of the research community, and that is why I am saying 50 percent
to the researcher. Also, the fact that 50 percent goes to the corpo-
rate sector has also been criticized. This, however, may be
changed.

Mr. Sawai then said that corporations would like TLOs to
pledge outcomes for targets and asked the panelists for their com-
ments. Prof. Ishikawa replied that that type of request was reason-
able but added that there were many ways to conduct research.
Prof. Koterayama responded that when the target is set clearly, it
should be clearly stated in the budget. Prof. Tanaka then stated that
his university encouraged entrepreneurs to have meetings with cor-
porate sponsors and that when things were not going well, they

encouraged changes to the agreement.

Catherine Garner, AUTM, concluded by making some obser-
vations. She acknowledged that Japan was facing a very challeng-
ing time with its Independent Administrative Institution law and
the new role of IP offices in relation to TLOs. She added that the
participants were asking the right questions and that they were off
to a right start. Change, she said, was scary but it was also a good
opportunity to make progress. Ms. Garner then explained that it
had taken the US 20 years since Bayh Dole to achieve its current
level of progress, so Japan had time to devise a system that fit its
culture.

Ms. Garner then emphasized that IP protection required a very
different mindset and that patent protection was for those who were
inward looking while business development was for outward look-
ing people—two different types of people.

Next, Ms. Garner said that Japan needed to make clear who was
making what decision, such as who is deciding what technologies
have to be patented. Also, she continued, Japan needed to have
clarity of rules in terms of who does what. For those companies
looking to negotiate with the university, she said, be clear on who
will negotiate with the university and be sure you are not giving
responsibilities to one office that must be delivered by another.
Finally, Ms. Garner asked each of the participants who in their uni-
versities should be the outside face to industry in this process.

Prof. Ishikawa responded that for the University of Tokyo and
its IP office, it was one in the same thing. Prof. Koterayama stated
that at this school, the TLO takes care of IP and management as
well as distribution and the process is clear-cut. Prof. Tanaka then
said that at his university, one professor was the key person, and
for the TLO the key person was the president. Lastly, he added, his
university had problems finding the contact person in companies.

(Session A2 closed)
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[A3]

“Strategies for International Expansion by Universities and
Public Institutions: Technology Marketing”

Moderator

Takafumi Yamamoto, Center for Advanced Science and Technology Incubation, Ltd.(CASTI)

Panelists

Hideo Samura, JITA AIST Innovations
Catherine Garner, AUTM, MIHR

Nathan Hill, Qi3

Michael Wasserman, Innovations Foundation

Takafumi Yamamoto, CASTI, opened the A3 panel discus-
sion, introducing himself and the four panelists. The theme of the
session will be international technology transfer or more specifical-
ly, what is the policy and strategy for overseas licensing out agree-
ments.

In preparation for this session, I have asked a number of ques-
tions of various western universities: how many patent applications
does your organization apply for per year; what percentage is the
number of international patent applications among all your patent
applications per year; in the overall percentage of patent applica-
tions, what is the approximate percentage of PCT applications;
when you perform technology marketing to overseas companies,
what kind of communication is manly employed; and do you feel
any barrier when you perform technology marketing to overseas
companies and if so what kind of barriers do you feel. You can see
the result in the enclosed handouts. I hope the panelists will give us
their thoughts on these and other topics.

Hideo Samura, JITA AIST Innovations, stated that patents
will become an important factor for Japanese companies to become
globalized. At present, Japanese companies are moving in the
direction of applying for patents as much as possible overseas
because there are cases where putting technologies to practical use
in Europe and the US will meet greater market needs.

Dr. Samura explained that AIST was Japan’s largest public
research organization, with an annual budget of 100 billion yen and
covering a wide range of industrial technology. AIST Innovations,
on the other hand, is an external organization authorized as a TLO.
Patent applications take place at AIST and technology licensing
occurs at the AIST Innovations TLO.

Annual licensing income at AIST had been decreasing quite dra-
matically since 1990, bottoming out at 50 million yen, but last year
licensing income partially rebounded to 300 million yen per year.
Among AIST’s top royalty generating technologies are Isomeraze
at 1,410 million yen, ITO at 690 million yen, and Melibiaze at 370
million yen. Overseas annual licensing income peaked at 75 to 80
million yen in the late 1970s with “enzyme” licensing.

In 2002, AIST made 1,406 patents applications in Japan and 211
overseas. In total, as of March 2002, AIST held 11,595 patents in
Japan and 2,649 overseas. The number of patents filed domestical-
ly by AIST is increasing, but the number of applications filed
abroad has stayed roughly the same. Meanwhile, the number of
patents registered domestically has dropped, but, as is the case with

the number of applications that are filed, the number of patents reg-
istered remains unchanged. The composition of AIST’s patents in
Japan in 2000 includes: 1,600 in IT; 1,600 in health; 1,300 in nano,
advanced material; and 1,000 in production technology. For the US
market, the composition of AIST’s patents in 2000 was: 43 percent
for chemicals; 22 percent for information and electronics; 20 per-
cent for machine and manufacturing; and 15 percent for life sci-
ences.

AIST’s internal process for patent application involves a Patent
Assessment by AIST coordinators and technical advisors, along
with TLO staff and AIST’s venture incubators after it was applied
to the JPO. They determine whether to start marketing by the TLO,
examine the possibility of a start-up venture. This is followed by a
review by the Committee of Strategic Patent Application and in the
case of international patents, by the Committee of International
Patent Application. Scoring by the Committee of International
Patent Application centers on the invention’s potential for commer-
cialization, claims of the patent, the development stage, and other
points of consideration. If a certain score can be obtained consider-
ing these points, an application is filed.

A patent application and its maintenance costs approximately
200 million yen per year but last year the cost was 300 million yen.
The licensing income out of this practice is only about 12 million
yen per year. The absence of substantial licensing income occurs
for various reasons, namely AIST is not very well know, a defect
in the patent portfolio, difficulty to support commercialization, and
insufficient action against infringement. We are trying to overcome
these issues through collaboration with private TLOs and participa-
tion in technology showcases.

AIST has collaborated with private TLOs overseas including
BTG, Fairfield Research, TAUES, and First Principals. The mar-
keting process with these private TLOs involves choosing the
patent, evaluating the intellectual property and interviewing the
inventors, marketing, and then follow-up.

AIST also participates in technology showcases overseas, such
as HIT 2002, Hannover Messe, BIO 2003, and COMDX 2003. The
marketing process at these technology showcases is choosing the
technology, examining the intellectual property, pre-marketing,
marketing at the site, and then follow-up marketing. The process
after pre-marketing is commissioned to private-sector TLOs as
necessary.

With respect to our anti-infringement efforts, AIST receives
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information from its research unit, cooperates with its corporate
lawyer, makes arrangements with professional staff at the TLO,
and collaborates with overseas TLOs. As a result, AIST has been
able to avoid infringement in Japan in a ceramic manufacturing
method and flash memory. As well, negotiations are underway in
respect to a color filter for liquid crystal display. Overseas, AIST is
in negotiations concerning a biodegradable polymer.

Licensing income in Japan increased after the establishment of
TLOs, but overseas income still remains low. From 1975-1980, the
technology licensing of “enzyme” contributed to income from
overseas. The number of patent applications overseas was 211 in
FY2002. That is 22 percent of the number of applications in Japan.

Finally, in response to a question from Mr. Yamamoto concern-
ing the license fee, Dr. Samura said AIST had not been strong
enough in the past in its licensing negotiations because at the time
it was a national laboratory and it was difficult to ask for high
prices for research paid for by the people of the Japan. Now that
AIST was a private institution, he continued, it needs to acquire
more reasonable licensing fees.

Catherine Garner, AUTM, opened by stating that selling and
licensing products derived from technological disclosure was the
core business of a TLO, which has an aim to achieve a rate of
return for its university. In Scotland, universities have to market
our technologies much more than many US universities, which
often have global reputations.

Early stage technology is unlikely to be sold to the customer. It
is not something we can touch, feel, or show to the customer since
it often a concept. If you really have a new disruptive technology,
you may have to build a start-up company to bring it to the market.
It is a hard job to create a new market.

Finding the right person to license a technology to is also as
important as creating the technology, itself. The TLO has to do as
much due diligence on the company it is going to license the tech-
nology to as the company should do for the technology. If the com-
pany does not develop the technology and pay out royalties, the
process has been a waste of time for the inventor and TLO.
Technologies usually have a very short timeframe to get to market
and an opportunity may be lost if the process is not expedient.

Reaching out and direct marketing, rather than waiting for a per-
son to visit your website, is important for finding the right cus-
tomers. Short succinct statements that say what the technology
does are important, as is giving a realistic overview of the technol-
ogy and its current status. It is also important to listen to what cus-
tomers have to say in order to package the technology more effi-
ciently, and important to say the technology was developed by the
top researcher in that area.

Regional marketing initiatives are also useful. Global marketing
is more difficult than doing business with companies. The benefits
of local knowledge are very important for marketing your product.
My experience of working with Japan has been fascinating. The
traditional aversion to legal documents in Japan has been interest-
ing, although that is changing. One of the most baffling experi-
ences | have had with Japan is the concept of consensus decision-
making. Intermediaries can help you understand the uniqueness of

your individual markets.

Finally, I am a supporter of contributing to a world in which cre-
ative management of intellectual property leads to better health in
developing countries, such as promoting better access to priority
health products in developing counties through technical assis-
tance, research, strategic analysis, information dissemination,
capacity building in IP management, innovative IP models, and
capturing good practice.

Nathan Hill, Qi3, began by explaining that Qi3 was essentially
an external TLO that provided outsourced technical sales and mar-
keting expertise, from commercial evaluation to mainstream mar-
ket adoption for public sector organizations, corporate venturing
for technology-based companies, and start-up companies and tech-
nology-based SMEs.

The real objectives of technology transfer activity in public sec-
tor institutions are to meet government objectives, prestige, and to
obtain a financial return. There are three approaches to technology
transfer: the legal and contractual approach, the funding or partner-
ship approach, and the sales and marketing approach.

The people generating research do not have the key marketing
skills and resources to exploit commercially their intellectual prop-
erty outside their core markets. Hence, when presented with a tech-
nology, companies must decide whether a market exists for this
technology and decide upon the right model for exploiting the tech-
nology. Expertise and hands-on support should be used rather than
a consultancy. In addition, companies should ensure they provide
adequate funds for the commercialization of the technology. In
general, about 50 percent of resources should be allocated to busi-
ness development, about 12 percent to IP protection, and about 38
percent to technology development.

The ideal process in technology transfer is that an intellectual
property should be investigated for any opportunities, and if one is
found, a business model should be developed. Following this, the
intellectual property should be exploited by licensing, a spin-out, a
partnership, sale, or consultancy.

Flat panel displays possess a wedge component that represents a
$3 billion market out of a $50 billion market for flat panel displays.
In respect to this wedge component, Qi3 identified markets and
then developed and implemented a commercial exploitation strate-
gy with an immediate global approach. We have made three licens-
es for that technology and have generated about $2 million through
the licenses.

As a challenge to you, I say you must balance your university
budgets for marketing, technology, and IP protection, and always
embed the project results in the venture so that this success can
lead to future successes.

Michael Wasserman, Innovations Foundation, began by
explaining that the province of Ontario in Canada was a hotbed for
innovation, with a world-renowned education system and several
world-class technology companies.

In addition to being the foremost research university in Canada,
the University of Toronto is on par with the leading US research

International Patent Licensing Seminar 2004 141



universities. The University of Toronto spends about $2 million per
day on research. It has over $250 million in sponsored research and
this has led to eight start-up companies, ranking the university sixth
in the world in creating companies from university research.

Innovations Foundation is like a TLO but has several fundamen-
tal differences. It is a subsidiary of the university, but operates
independently and has its own goals and objectives. Also we do not
have to accept every technology that comes out of the university.
Innovations Foundation has about 25 staff, most with advanced sci-
entific or technical degrees, varying business training and experi-
ence, intellectual property and patenting experience, and compre-
hensive training in financial and legal aspects.

We worked with about 40 technology innovations last year, all
of which have good business potential. We work with the inventor
on the best approach to commercialize the technology, and then
develop a business plan, make a market assessment, and negotiate
license terms or facilitate financing.

Excelerator is an information technology and telecommunica-
tions incubator managed by Innovations Foundation. Also, the
International Property Management Group is a consortium of uni-
versities working together to improve the ability to transfer tech-
nologies developed in their laboratories to the private sector. Other
programs that Innovations Foundation is involved with are MaRS
and CSBIF.

I have been involved in CELLutions Biosystems, which is a
leading distributor of niche biological reagents for R&D. In devel-
oping a market for this product, Innovations Foundation has
explored untapped foreign markets and worked with the Canadian
Embassy to identify high potential partners to facilitate matching.

Finally, with respect to the future of intellectual property com-
mercialization, there has been a 35 percent growth in all the met-
rics that measures commercialization.

Discussion

Mr. Yamamoto began the discussion by asking if a licensing
approach should be tailored to a country’s specific culture among
European countries and if so, how they should tackle it. Dr. Garner
responded that it was important to be aware of culture differences,
but added that if you had a good business proposition these issues
could be overcome. Mr. Hill added that most of the time in tech-
nology licensing, you would identify prospective companies for the
licensing, and within each of those companies there would be five
to ten people you should get to know. Therefore, he continued,
focus on the individual rather than cultural issues. Dr. Wasserman
then stated that you had to be aware of cultural differences but said
they should not take precedence over the business.

Dr. Garner noted that slow decision-making might prevent deals
from being concluded in the case of start-ups that needed cash
quickly and which often could not enter into prolonged discus-
sions. Mr. Yamamoto stated that major Japanese companies had a
rather slow decision-making process. He then said that having con-
nections with a company’s chief technology officer was very
important to making the licensing process much easier.

Mr. Yamamoto asked if e-mail and other means of communica-
tions was used to first contact overseas companies if there were no
previously established connections. Mr. Hill said that mostly e-
mail was used for communication, and that it was necessary to
have contact with other licensing committee members and public
institutions in addition to making use of one’s own networks.

Mr. Yamamoto then asked Dr. Samura how AIST Innovations
collaborated with overseas TLOs. Dr. Samura responded that they
made direct visits overseas to negotiate and conclude deals. He
then noted that AIST Innovations tried to make direct contacts with
key people in companies and sometimes went through intermedi-
aries. AIST Innovations’ policy is to try various methods.

Dr. Samura asked Dr. Garner for any tips on increasing licens-
ing fees. Dr. Garner said it was important to recognize that 95 per-
cent of all royalties in the world came from five inventions and that
many inventions in the United States were not generating large
licensing fees. In the UK, she continued, there had been a tremen-
dous push to increase technology transfer opportunities but it was
still a hard struggle for many universities. For that reason, she
noted, the UK had decided to subsidize the process. To increase
your returns, Dr. Garner continued, you need attractive technolo-
gies, access to the right businesses, the ability to negotiate good
deals, and to play to the strengths of your investors. Also, she
added, you need to do a lot of preparation for your negotiations.
Dr. Wasserman noted that in Canada, 98 percent of licensing fees
came from one invention. Mr. Hill stated there were two distinct
reasons for technology transfers: getting a useful technology out
onto the market as a public service; and to make a profit.

Q&A

An audience member asked what the best way was to identify
technologies that could be commercialized. Dr. Samura explained
that as the technology transfer process progresses, researchers were
becoming more adept at recognizing what technologies will be
most profitable, and that TLOs were learning more about the needs
of the market. Dr. Garner added that it was very important to
obtain feedback from the market, but cautioned that it was also
necessary to conduct basic research rather than just applied
research. Mr. Hill then stated that all of his most successful licens-
ing agreements had been the result of academics having ideas or
contacts on where the technology could be marketed. Dr.
Wasserman concluded by saying it was very important to have
good networking with industry.

(Session A3 closed)
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[A4]

“Human Resource Development in the IP Field by

Universities and Corporations”

Moderator
Junichi Kitami, Tokyo Institute of Technology

Panelists

Megumi Takata, Kyushu University
Kenji Hara, Recruit Co., Ltd.

Uwe Haug, Steinbeis Foundation

Junichi Kitami, Tokyo Institute of Technology, welcomed the
panelists and participants to the session on “Human resource devel-
opment in the IP field by universities and corporations.” I am sure
there were many discussions about human resources in the previ-
ous sessions, and the various stakeholders in society today recog-
nize the importance of human resources. Mr. Kitami said that this
session would focus on human resources, and measures to secure
and foster human resources would be discussed taking into account
examples from abroad.

Megumi Takata, Kyushu University, began by stating that
human resources were very important in the area of technology
transfer, as they centered on contact with people and were a key to
everything we do. Kyushu University is very active in technology
transfer has a technology transfer section, which I am part of. The
technology transfer group has specific goals. Our mission is how
we can bring technology to society as quickly as possible and as
broadly as possible. Our technology transfer group also needs to
have good collaboration with the partners we choose.

The activities of the technology transfer group not only involve
the formulation of intellectual property policy, but also intellectual
property education, planning the commercialization of intellectual
property, intellectual property strategy, finding intellectual proper-
ty, securing intellectual property rights, marketing, negotiations
and licensing.

The technology transfer group has a leader, two sub-leaders and
two associates. Training human resources involves: 1) holding
guidance sessions on industry-academia collaboration and 2) visit-
ing research offices and providing on-the-job training to meet the
needs of associates.

One of our associates has a PhD in applied physics. He has
worked at the Joint Research Center so he has liaison experience.
He joined us in April last year and is now responsible for finding
new inventions among associates. In September, he conducted a
self-analysis and provided guidance including the establishment of
goals. As a result, he came up with his personal vision of an associ-
ate. In October, the first option contract was concluded, and since
then, he has been receiving practical training at the Japan Institute
of Invention and Innovation. The second associate we have was in
the private sector doing consulting business. This associate is in
charge of many cases that have been put on hold and is also visit-
ing companies. In August, he took part in training at Texas A&M
University, which was sponsored by the Japan External Trade
Organization (JETRO). In December, the first option contract was
concluded. He continues to be in charge of many cases.

There are a number of characteristics that we need to have
among our staff, including: trustworthy, communication ability,
cross-cultural understanding, strong values, and good listeners. It is
necessary for our staff to be well-rounded. The activities undertak-
en by the technology transfer section is appealing since it allows
associates to learn about the trends in cutting-edge technology.Our
promising young associates and their enthusiasm is drawing the
next generation’s interest in joining our organization.

Kenji Hara, Recruit Co., Ltd., began by saying that Recruit
TMD was a technology management department within Recruit
Co. Recruit TMD started in 1998. In 2000, it began as a business
and now has 15 members including nine associates and two
research staff.

Recruit TMD does activities similar to TLOs, acting as an agent
for technologies and receive fees based on the success of the tech-
nology. We have already disclosed over 1,000 cases and as far as
patent applications are concerned, about 20 percent have been
filed. At this time, we have about 170 successful agreements. We
cover technical fields such as bio and life science, and new materi-
als.

With respect to business development, Recruit TMD identifies
who are our human resources. Passion, fact base, and luck are the
key factors for success. We consider human resources with plan-
ning, marketing, and project management ability. The qualifica-
tions we demand are people who are positive, responsible, self-
enjoying, and challenging. We also seek those who are very cre-
ative and those interested in technology and legal affairs.

Recruit TMD trains those we hire in three broad ways. First is
on-the-job training, such as trying actual cases and having experi-
ences with senior cases. Second, we engage in virtual experience or
case studies. This entails having disclosure meetings once a week,
giving license/business scenario presentations, and regular meet-
ings with an advisor. Third is management, meaning relations
between universities and university members, an inventory of all
the cases, and forecasting the number of cases we will manage.

Uwe Haug, Steinbeis Foundation, started by saying that
Europe and Japan both lacked entrepreneurs to organize labor. That
means there is a lack of start-ups and a decrease in existing compa-
nies. In addition, the availability of venture capital is an essential
aspect in developing knowledge and technology transfer. Finally,
looking at identifiable global growth factors there are four impor-
tant areas: the availability of risk capital; a flexible labor market;
quality and transparency of the financial market; and education,

146 International Patent Licensing Seminar 2004



Ré&D-infrastructure, and knowledge and technology transfer.

Enterprises are the main users of technology, whereas the
knowledge base is the provider of technology, and the state is the
promoter and tax administrator to technology. When it comes to
technology transfer projects, the knowledge base and enterprises
work together apart from the state.

The Steinbeis Foundation provides services to companies using
its existing research infrastructure. We do this is a decentralized
network through 590 Steinbeis Transfer Centers. In this network,
we have all competencies in technology and management. We have
over 10,000 customers per year in 40 different companies. The dri-
ving force in our activities is transfer entrepreneurship.

Steinbeis University was formed in 1998.The study concept at
the university is a Project Competence Program, embedding educa-
tion in a real process. Fifty percent of credits come from the pro-
ject. Also, the project component of the studies is entirely paid for
by the companies.

The knowledge and technology transfer process should be seen
as its own standing process. I would recommend that if you want to
integrate good motivated people in this process, you have to define
a frame to make people eager to work in it. It therefore should have
characteristics such as: own identity, independent organization,
decentralized, network, structural customer orientation, person-
based, virtual, and target oriented.

Discussion

Mr. Kitami commented that the Steinbeis concept was very
interesting and quite impressive. He then remarked that the three
speakers had presented tremendous hints to understanding the
future and that he wanted to focus the discussion on three points:
the human resources profile, such as what types of expertise was
required; advice and hints on developing human resources; how
could we enhance the attractiveness of technology transfer work-
places.

In respect to the ideal profile for human resources, Mr. Takata
said that at Kyushu University they hired those with technology
backgrounds and that they tried to assign particular fields to those
according to their background. Mr. Hara stated that they hired
equally between those with scientific and liberal arts backgrounds,
yet all their workers had to have the capability to understand the
technology. There are expectations for university researchers to
have marketing ability.

Mr. Haug stated that Steinbeis University was comprised mostly
of students with a technology background.

Mr. Kitami asked Mr. Takata what measures his university used
in self-analyses. Mr. Takata responded that Kyushu University
determines a future direction, considering social trends, as well as
the issues it needs to tackle and the issues involved in university-
industry-academia collaboration.

For developing human resources, Mr. Kitami asked Mr. Hara to
explain what way he went about meeting presentations. Mr. Hara
responded that issues such as marketability and the potential of a

technology to become patentable were taken into consideration

Mr. Kitami asked Mr. Haug if there were any specific character-
istics or traits in the training at Steinbeis University. Mr. Haug said
an integral part of the training was the Project Competence
Program, which teaches the skills of problem solving rather than
just acquiring knowledge. Mr. Kitami said the training at Steinbeis
University was very impressive and might become a model for
Japan.

Mr. Kitami then asked if Steinbeis University had any relation-
ship with Japanese universities. Mr. Haug said there was a relation-
ship with Kyushu University, with technology transfer being one
area. Also, he noted, Steinbeis University had spoken with Tokai
and Waseda but still the relationship with Kyushu was the most
solid.

To enhance the attractiveness of the workplace at technology
transfer organizations, Mr. Kitami said that remuneration would
need to be liberalized and there will have to be a fascination with
the job. He then asked if Recruit TMD had any plans to increase its
attractiveness. Mr. Hara said there was an appraisal done every six
months so that had an impact on salaries. The appraisals, he
explained, evaluated the number of disclosures, the number of
cases one decided to handle, and the amount of revenue produced.

Mr. Kitami then asked how attractive were technology transfer
occupations to young people in Germany and in respect to the
accreditation system, how attractive was it to the labor market. Mr.
Haug said there was not a homogenous picture that could be drawn
for Germany. One big change, he explained though, came in the
1970s with the introduction of universities of applied sciences.
Also, he added, another form of technology transfer was through
staff transfer. Mr. Kitami recognized that there was staff transfer
happening between companies also in Japan.

Q&A

Mr. Isako, a patent licensing adviser, said that many TLOs were
not generating much profit and asked Mr. Hara about financial con-
dition of Recruit TMD. Mr. Hara acknowledged that the business
was not making a profit right now, but said they hoped that in two
or three years time it would become profitable.

Mr. Isako then asked about the relationship between Recruit
TMD and universities. Mr. Hara said that good human relations
were necessary to establish good contacts with university
researchers.

Mr. Isako finally asked how Recruit TMD turned people with
poor technologies down. Mr. Hara explained that in turning people
down, Recruit TMD would explain that there was no market for the
technology.

In closing the session, Mr. Kitami highlighted three central
points that he felt had emerged from the presentations. First, uni-
versity activities have to be revitalized and society wants more
technology transfer. What is important in such an environment is
that good human resources are secured. Second, human resources
should not only have knowledge of technology transfer but also
should have direct hands-on experience in projects for technology
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transfer. To do this training courses will have to be improved.
Third, and above all, when discussing the question of human
resources, the workplace has to become more attractive and
salaries and other arrangements must be further improved.

(Session A4 closed)
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[AS]

“Successful Technology Transfer Cases through Measures
for Patent Licensing Promotion Activity”

Moderator

Yasuji Kuramochi, National Center for Industrial Property Information

Panelists

Yosuke Yamada, ZENKEN Co., Ltd.
Etsuo Sawano, SAWA Industry, Co., Ltd.
Yoji Nakashima, NAC Co., Ltd.

Patent Licensing Advisors
Kazuo Agusa, Japan Institute of Invention and Innovation

Naohisa Takikawa, Japan Institute of Invention and Innovation

Takayoshi Matsunaga, Japan Institute of Invention and Innovation

Yasuji Kuramochi, National Center for Industrial Property
Information, opened the session, expressing his hope that the
information presented would be useful for the participants’ use in
patent distribution. Briefly introducing my organization, the
National Center for Industrial Property Information engages in
patent distribution activities and provides support services for the
Industrial Property Digital Library.

Yosuke Yamada, ZENKEN Co., Ltd., began by explaining
that Zenken Corporation’s first business activity was producing
washing devices. Based on the expertise we accumulated in this
area, Zenken later developed a cost-effective technology to recycle
wastewater.

We first established a company using a chemical solvent as the
basis to recycling wastewater, but there was an issue with chlo-
roflurocarbon that it was costly even though many companies used
it because it was safe.. Hence, we decided upon a filtration system
and established a new company to develop this technology.

An exhibit at Venture Plaza Chiba in 1998 served as opportunity
for technology transfer. It was at this occasion that Mr. Agusa, who
was a patent advisor, received an introduction to the patent promo-
tion projects as well as national- and local-level support measures.
It can be said that the fostering of a good partnership between com-
panies and advisors led to successful technology transfer.

A successful example of technology transfer involves the estab-
lishment of SANYO Aqua Techno Co., Ltd. together with SANYO
Electric Co., Ltd. and the products that were developed were well
received. The underlying factor in this success was the shared
understanding with SANYO Electric Co., Ltd. concerning the envi-
ronment.

The problems that need to be solved include: 1) it is difficult to
obtain the financial support necessary for commercialization, even
though outstanding results have been seen in development, and 2)
support for technological assessment and market assessment that
befits the results of development is necessary. In terms of future
business prospects, application and development is underway
together with SANYO Electric to build a wastewater recycling sys-
tem based on a filtration system with a floating filter bed.

For conventional cartridge filters, there are problems such as

waste issues including the fact that the disposal of soiled filters
places a burden on the environment and increases disposal costs. In
response, we developed a filtration system with a floating filter
bed. The new filtration system has the following features: 1)
improved filtration ability, 2) it enables the separation of fine
solids, 3) the filtration ability recycling process is simplified, 4) the
space the filter takes up is decreased, 5) cost of operations are
decreased, and 6) acidic and alkaline wastewater can be disposed.

Etsuo Sawano, SAWA Industry, Co., Ltd., stated that his
company produced traditional food products using soybeans. Sawa
Industry began by producing green tea-based food products. We
came up with prospective products but had difficulty commercial-
izing them. Nevertheless, we had a good technology and wanted to
develop it.

We recognized the necessity of curbing industrial waste, which
has become a social problem. Tofu production generates much
residue that must be disposed of as industrial waste and the cost of
doing this is approximately 24 billion yen per year. We felt this
could be transferred into a business opportunity.

By combining new ideas and technology, the new method of
manufacturing tofu without generating residue transferred tofu
residue into a value-added item. However, it took a lot of effort for
experts to understand this new method. In order to distribute the
product, Sawa Industry was assisted by patent advisors, who intro-
duced the company to their business partners. We became a mem-
ber of venture businesses in Yamaguchi Prefecture and our patent
has now been introduced. Thus, we were able to license the patent
technology for commercialization successfully.Already more than
ten companies have signed licensing agreements and one is work-
ing with Ito-Yokado to distribute this product.

One of the results of introducing this product is that it enables
the production of tasty products as well as the development of
health foods. This product has two aspects: it responds to the needs
of the times of heightened health consciousness, recycles residue
and creates an added-value product.

Our future challenges include: 1) technological development
with a view to cutting running cost; 2) developing new products
that can contribute to developing countries; 3) ventures toward
global business. We believe that soybean is a key word for the 21st
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century.

Yoji Nakashima, NAC Co., Ltd., explained that his company
started in the welding industry as Nakashima Kogyo. NAC Co.,
which split from Nakashima Kogyo Ltd., is in charge of produc-
tion, and Nakashima Kogyo Ltd. is responsible for intellectual
property management. NAC was acknowledged as an “only one
company” from Gifu prefecture in November 2001.In August
2002, NAC won a business plan contest, and last year in April we
received an honor award from the chief of the Japan Patent Office.
We are very happy that our company has been drawing the atten-
tion of many people.

NAC collaborates with Gifu University as a part of its patent
licensing activities. Although there is a disparity that universities
are generally proactive about disclosing technology and companies
are not, it is relatively easy to preserve confidentiality since NAC
is able to manufacture in-house.

One successful technology has been our development of a film.
We have been able to obtain about 17 peripheral patents based on
this technology and now are applying for additional patents.

The film we have developed is called monotoran film. Its struc-
ture is a single layer nano madreporite. It has several functions
such as vision selectivity, gas percolation, and super micro bubbles
generation. There are great expectations for super micro bubbles in
particular since it has many uses.

As a management concept we have a small but great company.
Our mission statement is to make choice development rather than
improvement, or in other words, very creative products should be
developed and the products should be very human-friendly and
nature-friendly.

Based on our concept we have produced many products such as
Foamest Shizuka, which is a portable air pump; Foamest Ring,
which is an air pump for an aquarium; Creative Foamest T-type;
Foamest REVI C21D; and Carbonated Bath. We also are running a
pilot test for an aquaculture machine.

For the future, we would like make development based on our
three-dimensional vision of the future, namely time, R&D and
improvement, and continue at a pace of one new patent per month.

Discussion

Mr. Kuramochi noted that the patent advisors present offered
great assistance in helping the panelists’ technologies to develop
and asked for their impressions of each of the company presidents
and asked if they had any supplementary comments to make on the
presentations.

Mr. Agusa said the key to making technology transfer a success
was to identify specific needs. In that sense, he continued, it was
necessary for Mr. Yamada to disclosure confidential information
on his company to the advisor and a trust-based relationship
between the company and advisor was very important.

Mr. Kuramochi asked what failures had the panelists experi-
enced in the technology transfer process. Mr. Yamada responded
that he had been fortunate to avoid any failures. However, there

were many difficulties in the process of developing technology
from scratch to establishing the company. Mr. Kuramochi
expressed his surprise and suggested that with no failures, his com-
pany should have been much larger. Mr. Sawano said his company
had so many failures, but from them he was able to learn more and
this led to future successes. Some of the failure, he continued, was
in product distribution, while in other cases he overestimated
demand for a product.

Mr. Kuramochi asked Mr. Agusa if Mr. Yamada was different
from other business people. Mr. Agusa replied that Mr. Yamada
was quite different in his business approach.

Mr. Kuramochi asked Mr. Takikawa if he had any comments on
Mr. Sawano’s presentation. Mr. Takikawa said so much could be
learned by looking at Mr. Sawano’s face, which was so gentle. He
then added that Mr. Sawano was very stubborn in that he often did
not want to change his commitments. Finally, Mr. Takikawa said
he was worried that because Mr. Sawano had so many dreams his
focus might be spread too widely.

Mr. Kuramochi asked Mr. Sawano, who serves as the chairman
of the board of directors of Mitajiri Girls’ High School, if he put a
lot of effort in educating the students. Mr. Sawano replied that he
was active in the field of education.

Mr. Kuramochi asked Mr. Sawano if treating the residue in the
tofu would decrease its cost by half. Mr. Sawano replied that many
supermarkets suggested the price should by reduced because of the
perception that residue was still in the tofu. However, he continued,
the current price was appropriate since it had great added value.

Mr. Kuramochi asked Mr. Matsunaga how Mr. Nakashima
developed his business relationships. Mr. Matsunaga noted that
NAC was a small company and faced many obstacles until com-
mercialization succeeded, and therefore, it was essential to retain
strong patents. Yet, today, he continued, he has very good relation-
ships with university professors. Mr. Matsunaga added that Mr.
Nakashima was quite stubborn and often became angry with his
customers. Finally, he said, the largest difficulty Mr. Nakashima’s
company had was securing financing to run the business while the
technology was under development.

Mr. Kuramochi asked if there were any good ideas to avoid
financial difficulties. Mr. Sawano stated that in regards to financ-
ing, it used subsidies and other means of support, but all small or
medium-sized enterprise were confronted with the same problem.
He said his company was first on that list.

From a different aspect, Mr. Kuramochi asked if there was any
key to better relationships with bigger companies. Mr. Yamada
responded that in his case, often there were common needs that
could be used to strengthen relationships. Mr. Agusa remarked that
big corporations were interested in innovative technologies and if
there were such innovative technologies, small and medium-sized
enterprises could associate on equal terms if they had technology
patents.

Mr. Kuramochi asked about technology transfer overseas, par-
ticularly to Korea. Mr. Sawano replied that there were some prob-
lems in dealing with Korea, and that it was important to sign clear
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technology licensing contracts. Also, Mr. Sawano said he had
three possible deals with the US and they seemed enthusiastic
about his product.

In dealing with foreign companies, Mr. Kuramochi asked about
negotiating contracts. Mr. Sawano responded that his company had
lawyers to advise it since he did not want to have any lawsuits.

Mr. Sawano also explained that sometimes he oversees the
importance of marketing, and recognized that he had to make a
conscious effect to ensure that aspect of the business was main-
tained.

Q&A

Mr. Kosaka, a patent licensing advisor, pointed out that there
were fees involved in applying for patents as well as capital
requirements for overseas activities. He then asked the panelists
how funding necessities were overcome in their business activities.
Mr. Yamada recognized that patents were very expensive, but in
his case his younger brother worked for the Patent Office and was
able to help with the process. Also, he continued, if working with a
partner, the cost could be split. Mr. Sawano explained that that
although a fee was required to apply for patents abroad, his compa-
ny viewed this as a type of investment. Mr. Nakashima then stated
that at this company the patent application procedure was done in-
house. This was good, he continued, since the company could go
into very meticulous detail about the patent, which might not be
achieved when using an attorney.

Mr. Kuramochi asked how the employees responded to the com-
pany’s policy of generating creativity without spending money.
Mr. Nakajima said that his company was attempting to raise profits
without applying for many patents and that his company’s strength
was that the patent claims were detailed. In addition, in-house
patent applications enabled greater content to be covered in its
patent claims.

An audience member asked if there were any difficulties in
terms of the allocation of intellectual property rights at the partici-
pants’ companies. Mr. Yamada responded that there were no prob-
lems in this regard at his company. Mr. Sawano stated that the
patents his company applies for were in his and his son’s name and
there had been no difficulty in doing this. Mr. Nakashima replied
that because his company differentiated royalties into the develop-
ment stage and commercialization stage, university faculty were
given some of the returns.

(Session A5 closed)
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[A6]

“The Role of Public Institutions in Contributing to Local

Business Development”

Moderator
Kozo Kubo, Nara Institute of Science and Technology

Panelists

Masataka Hashimoto, Intellectual Property Center, Tokyo Metropolitan Government

Tadao Fujita, Mayor, Ube City, Yamaguchi Prefecture

Tamizo Kusano, Kumamoto Technology and Industry Foundation

Kozo Kubo, Nara Institute of Science and Technology, wel-
comed the participants and panelists to the final session, which
would focus on intellectual property and the role of public institu-
tions in contributing to local business development.

Revitalizing local government has been talked about extensive-
ly. In this regard, two trends are present. One is power decentral-
ization from the national to local government by restructuring the
national tax system, including transfer tax revenue from the nation-
al to local government, reorganizing subsides from the national
government, and restructuring the tax allocation system from the
national government. The other trend is strengthening IP policy by
local government by means of Basic Law on Intellectual Property.
Mr. Kubo stated that he hoped the discussion would touch upon the
specific measures undertaken by the three public institutions.

Masataka Hashimoto, Intellectual Property Center, Tokyo
Metropolitan Government, began by explaining that the Tokyo
Metropolitan Government recognized 2003 as the year to promote
IP rights and began providing intellectual property support to small
and medium-sized enterprises. As such, an IP Strategical
Exploitation Committee was formed to devise a basic policy for IP
rights and support political activities, and in August 2003 the
Tokyo Strategy, aimed at the utilization of intellectual property by
small and medium-sized enterprises, was devised. We also have an
IP Center, which serves as a base of carrying out various measures.
The IP Center helps SMEs by considering their perspectives when
offering assistance. The Center also has three branch offices (Jyoto
Branch Office, Jyonan Branch Office, Tama Branch Office) in
Tokyo.

One unique feature of our service is conducting general consul-
tation by senior consultants. These consultants are all from private
companies and all have had good experience dealing with IP rights.
We also have a patent attorney who can provide assistance for
patents, design and trademarks; an attorney at law to provide con-
tract and litigation advice; as well as professional engineers to
assist in technical issues. Senior consultants are available every day
and engineers of different fields come to our office different days
of the week. The branch offices have one senior consultant on staff
every day.

The benefits of our consulting service are that it is free, confi-
dential, professional, works by an appointment system, and is open
from 9:00 to 17:00 every working day.

Nearly 70 percent of our cases deal with patent-utility models,
followed by design rights at 10 percent, and trademarks at 8.9 per-

cent. If one looks at the number of consultations by issue, consulta-
tions on protection account for the largest percentage. Every month
we perform more than 200 consultations.

In addition to providing consultations, the IP Center also hosts
forums and seminars, and publishes manuals and other information
about patents. Many SMEs lack human resources, technology and
funding, and as a result, the IP Center is providing specialists in
regard to these major problems.

With respect to the formation of the IP Center, the Tokyo gov-
ernment established in 2002 a council to promote SMEs. As for
applications that require a high degree of expertise, the center can
introduce experts to small and medium-sized enterprises and it is
also involved in activities such as introducing agencies that investi-
gate counterfeit goods in cooperation with the Japan External
Trade Organization (JETRO).

Tadao Fujita, Mayor, Ube City, Yamaguchi Prefecture,
began by stating that Ube City has an aging population combined
with a diminishing number of children and aims at securing a labor
force population that takes into account the special regional charac-
teristics.

Ube has the top accumulation of universities and research insti-
tutions in the prefecture, and also a strong coalition between its
medical-engineering institutions. Moreover, with the assistance of
the Ministry of Education, Culture, Sports, Science and
Technology, Ube is carrying out activities to create intellectual
clusters, region-specific support activities, and developing intellec-
tual property headquarters at universities. Another main pillar in
the future is fostering environmental industries.

As part of its industry-academic-government coalition strategy,
Ube in 2000 helped establish the Ube-Onoda Industry-Academic-
Government Coalition Conference and it set ambitious goals to
commercialize 200 cases of joint research between FY2002 and
FY2004 and have 40 cases of university-launched ventures. To
achieve this, three strategies of coalition promotion, practical pro-
motion, and public relations were initiated.

With respect to the coalition promotion strategy, we have estab-
lished a facility to promote the formation of patents rather than
licensing technologies from abroad. MB promotion is also being
enhanced by the Chamber of Commerce and Industry under this
strategy, as well as the establishment of internship programs, and
liaison team projects for 13 researchers from eight agencies. Also,
as part of the coalition promotion strategy, we have coordinators
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including 13 patent distribution advisors and 23 industry-university
coordinators. Finally, there is C-Ube salon, which is an information
exchange forum held once a month for business, universities, and
academia.

For the practical promotion strategy, from the hardware aspect,
we have incubation facilities and are tying to invite tenants not
only from Ube but from other parts of the prefecture. From the
software aspect, we have started subsides for R&D of new tech-
nologies and new products. This information has been spreading
and last year we had provided nine subsidies. In addition, we
would like to have greater access to patent lawyers and build the
training of our patent lawyers.

The public relations strategy calls for an industry-academic
exchange forum, joint sponsorship of various symposia, and pre-
sentations at the national level.

As a result of these developments and activities, we have a total
of 102 cases that have been successful with our target being 200
cases. For the future, we would like to advance industry-academic
government collaboration in various areas, namely in capital for-
mation and support for the creation and utilization of intellectual
properties.

Tamizo Kusano, Kumamoto Technology and Industry
Foundation, started by explaining that Kumamoto’s total volume
of industrial production was 2,372 billion yen, with 20 percent of
this total in transporters, 16 percent in semi-conductors and 11 per-
cent in food. The population of Kumamoto is 1.86 million.

The universities and prefectural research institutes in Kumamoto
include the Kumamoto National College of Technology,
Kumamoto Prefectural Agricultural Research Center, Kumamoto
Technology & Industrial Foundation (KTIF), Techno Research
Park, and Kumamoto Industrial Research Institute. KTIF has as its
role to support local industrial promotion, namely centralizing sup-
port functions and improving user convenience, providing coherent
support from the planning stage to industrialization, and supporting
industrial-university collaboration and technology transfer. KTIF’s
activities take place through the Kumamoto Technology Licensing
Organization (TLO), Regional Science Promotion Program, and
the sponsoring of research meetings by industry-university
researchers.

The Kumamoto TLO has a Technology Transfer Reviewing
Board that evaluates research results submitted by local universi-
ties and colleges, and makes decisions on their commercial viabili-
ty. Promising technologies are licensed to domestic and overseas
businesses and royalty payments in the event of successful com-
mercialization are received by the TLO and researchers. SMEs as
well as venture businesses in Kumamoto can also take advantage
of the Kumamoto TLO by enrolling as a member of its Kumamoto
Science TLO Club. Kumamoto TLO also supports these companies
and researchers with patent applications.

The Regional Science Promotion Program consists of four coor-
dinators from the Japan Science and Technology Agency, who
investigate research results and technological seeds, and evaluate
the practicality of such results and seeds. The Regional Science
Program cooperates with the TLO in the advancement of the tech-

nology transfer process.

With respect to industry-university research meetings, Research
for Intelligent System Technology in Kumamoto has over 100
meetings a year through monthly forums, technology meetings,
collaboration events, and so on. In addition, the Biotechnological
Research Development Association, which is comprised of 300
university-enterprise researchers, has biotechnology research
grants, contests for high school students, citizen open lectures, and
so on. Such projects provide opportunities for universities and
companies to interact.

The Biotechnological Research Development Association and
Research for Intelligent System Technology in Kumamoto repre-
sent the planning stages in technology business creation. Following
this comes technological seeds investigation by the Regional
Science Promotion Program, then industry-university collabora-
tion, then a patent application by the Kumamoto TLO, and finally
the creation of a new business assisted by prefectural grants and
investments by the Business Advancement Center of Kumamoto
Prefecture.

Two examples of technology transfer initiatives in Kumamoto
have been the development of sterilization equipment for powder
food with the shock wave and the development of fermentation
liquor containing anthocyanin from purple sweet potatoes.

For the future, we would like to see more coordination of joint
studies, which would lead to the promotion of technology transfer.

Q&A

Mr. Inatani, a patent licensing advisor from Chiba Prefecture,
wondered about the visibility of the activities of local governments
in patent licensing. He then asked the panelists how their local gov-
ernments think about patent filings. Mr. Kubo replied that Osaka
Prefecture had been very active to patent filing. He further said that
the largest problem in patent filing was its cost as well as the cost
of protecting patents, especially for foreign patents. Hence, he con-
tinued, it was important for a company to have a firm understand-
ing of the technology’s commercial potential before filing.

Mr. Hashimoto responded that Tokyo was studying what it
should do in terms of patent licensing and that it had close relations
with the business community to determine their greatest needs. He
added that Tokyo received many requests from local government
institutes. Mayor Fujita then stated that this issue was not a large
area of concern for Ube. Finally, Mr. Kusano added that since 2002
it had been actively involved in public relations activities. For
example, it created a pamphlet which illustrates some real-life
examples of development.

Mr. Suzuki, a patent attorney from Tokyo, asked what ways col-
laboration took place across different fields. Mr. Kusano responded
that information was shared at meetings and study groups with uni-
versity personnel and technological fields were limited at such
occasions. Mayor Fujita commented that industry-academia col-
laboration required people to actually meet and talk, so Ube aims at
community building which enables people to get together in the
local region. Mr. Hashimoto then stated that Tokyo will not limit
support to just the designated regions. Mr. Kubo said the Nara
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Institute of Science and Technology was always conscious of
development advancements in the Keihanna region where it was
located.

Mr. Takami, a patent distribution advisor, explained that there
were technology centers established in the various areas of Tokyo
where technology clusters existed.

An audience member asked what efforts or schemes did the
local governments take in disseminating appropriate information to
enterprises. Mr. Hashimoto said general information sharing on
seeds was possible, but a minimum amount of necessary informa-
tion should be disclosed with the approval of companies because
seeds were important know-how for companies. Mayor Fujita said
that it was necessary for salons and study groups to be established
and for people to get to know each other. Mr. Kusano said that
oftentimes individuals’ know how accumulated as knowledge, so it
was useful to ask the person directly when one needed information.

(Session A6 closed)
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[B1]

“Intellectual Property as a Management Resource”

Moderator
Masahiro Samejima, Matsuo & Kosugi

Panelists

Masahiro Ezaki, Toyota Motor Corporation
Ira Blumberg, Intel Corporation

Allan Foster, Nokia Corporation

Masahiro Samejima, Matsuo & Kosugi, the moderator, wel-
comed all the participants to the session and introduced the topic of
the session, which was how to use intellectual property (IP) as a
management resource as well as how to forge technology alliances
and licenses.

Once a company secures market share, the company must con-
tinue to gain profitability. Nichia Corporation, for example, had a
clear patent strategy. Its blue LED market share is more than 50
percent and its profitability on this product is more than 20 percent.
This is the result of market strategy as well as the acquisition of
patents. Another successful example is Taiyo Yuden, which devel-
oped CD-Rs. This company collaborated with Sony and Philips,
and the three companies share the patent. By managing patents,
companies create barriers to entry. What is important in the exam-
ples of Nichia Corporation and Taiyo Yuden is that both compa-
nies are developing products based on market demand and linking
their technology to IP. Whether companies are able to generate
profits using IP given the market climate will serve as the key to
success.

Masahiro Ezaki, Toyota Motor Corp., outlined three key fea-
tures of IP policy in the automotive industry. First, Mr. Ezaki said
it was important to note that automobiles are products that may
involve more than 1,000 patents. The relationship between automo-
biles and patents will not be one where one automobile has one
patent, as seen in the pharmaceutical industry. Second, the industry
is relatively small. IP, including development know-how, serves as
a barrier to entry. Third, although the automobile industry has
remained stable, there have been a lot of R&D activities to make
products more environment-friendly and to ensure safety. For
example, many patents have been acquired in fuel cell cars, a prod-
uct which may become more important in the future. In other
words, the automobile industry can no longer leverage an advan-
tage with the existing technology and a strong patent portfolio
becomes necessary.

As for the concept of using IP, companies use patents by main-
taining a balance between obtaining patents and the way their com-
petitors use patents. Mr. Ezaki noted that obtaining strong patent
rights is dependent on R&D activities. In order to maximize rev-
enue, cutting-edge R&D is important, and it is essential for compa-
nies to commercialize R&D to launch unprecedented products in
the market. Because good inventions do not necessarily lead to
strong patents, it is important to cover one particular technology
with many patents. Thus, it is vital to maximize profits by develop-
ing products, rather than to maximize profits through licenses
alone.

In analyzing IP information, Toyota looks at patent application

trends and benchmark competitors, and reports the findings to its
R&D division. At the same time, Toyota engages in strategic IP
activities. Every year, the company identifies certain themes in
which to file patent applications with a view to obtaining patents in
areas where it has a competitive advantage. Moreover, Toyota cre-
ates a patent portfolio in order to exclude other companies and pro-
tects its patents on development projects at an early date. One suc-
cessful example of a patent portfolio is Toyota’s NOx storage
reduction three-way catalytic converter system. Toyota has
obtained 300 patents using this system; however, less than a third
of them are actually used.

In order to use patents to enhance competitiveness, it is neces-
sary for Toyota to find out what kind of patents their competitors
have acquired and research any evidence of infringement in the use
of patents. Toyota holds 10,000 patents, but it does not investigate
infringements on each of these patents. Instead, Toyota looks into
the situation of individual patent infringements from the viewpoint
of whether the technology is being used (investigation at the tech-
nology level).

Regarding the use of patents, a company’s strategy will change
depending on whether there is a significant advantage or disadvan-
tage in the strengths of the portfolios. For example, it is possible to
refuse a license if there is a major advantage, but if the position of
the patent portfolio is weak, then essentially all licenses are open.

Patents are used in many forms, such as the assignment of
rights, technology licensing, patent licensing, cross-licensing and
technical tie-ups (alliances). In the case of alliances, IP plays a sub-
stantial role for companies to enter the club of strong patent hold-
ers.

Mr. Samejima stated that as far as he knew, there are no com-
prehensive licenses in the automobile industry, and asked Mr.
Ezaki whether his understanding was correct or not. Mr. Samejima
also asked if there would be any changes in this licensing strategy
in cases of synergism with the electronics industry. Mr. Ezaki
responded that comprehensive licensing was not as common in the
automobile industry as in the electronics industry, and said that a
comprehensive evaluation of cross licensing was difficult because
in essence the automobile industry manufactures only automobiles.
However, companies that share certain interests to ensure safety
and to make products environment-friendly may pursue compre-
hensive licensing.

Ira Blumberg, Intel Corp., focused on 1) how companies’ atti-
tudes toward patents have changed over time, 2) dangers of
attempting to exploit IP, and 3) how to distribute patents in joint
development efforts. Mr. Blumberg noted that the value and use of
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patents depends on the conventions of the industry. For example, in
biotechnology, the trend is one patent, one product. This means
that it is unlikely that there are any other patents that are relevant to
the product. In contrast, in semiconductors/computers, a complicat-
ed semiconductor may be subject to hundreds of patents.

The five stages of evolution in patent valuation and strategy are
as follows: indifference, “silver bullet,” self-defense, toll collec-
tion, and synergistic use. In the first stage, indifference, a company
is very busy establishing itself and perceives patents as a distrac-
tion. Patenting may even be viewed as a threat because it would
entail disclosing the company’s most important secrets. In the sec-
ond stage, the company will come to a different conclusion because
it discovers that patents and patent applications are necessary to
establish credibility with investors and customers. Customers may
want to see patents as proof that a company is serious about its
products and technology. Therefore, in the second stage, the com-
pany’s strategy is to get patents on the key features of its products.

The third stage typically occurs when a large company
approaches a small company, asking them to pay royalties on cer-
tain technologies that it holds. At this stage, smart companies fig-
ure out that a way to safeguard against licensing fees is to create a
large, broad portfolio to allow trades when approached by a large
company. Mr. Blumberg said that there were companies that sug-
gested cross licensing in order to defend themselves and avoid the
risk of having pay extensive royalties.

The fourth stage is toll collection. For example, IBM will
license almost any technology in its portfolio. Mr. Blumberg noted
that one downside to the toll collection model is that it is not in
good harmony with a company that sells products. IBM’s business
is two-fold—it sells IBM products and it also generates income
from royalty fees. IBM usually visits its customers and suppliers to
seek royalties, which causes a conflict between the two parties.

The last stage is a solution to this conflict of interest. Enabling
licensing is a way to find licensable technologies within a company
and find a third party interested in a company’s licensable tech-
nologies. This method also allows companies to maintain a win-
win position without tarnishing their relationships with their
clients.

The current environment is that many companies are attempting
to exploit IP. In addition, in the US, there are many consultants,
accounting firms and law firms that are hired to find all possible
technologies to obtain patents. However, it is uneconomical to use
outside consultants because many consultants, lawyers and accoun-
tants provide patent-related services based on hourly rates rather
than on actual results. There are many internal pressures within a
company to make use of existing IP as well. The combination of
different advice from competing sources as well as corporate pres-
sures often leads to insufficient big picture planning. The crucial
point is to clearly identify the goals of patenting technologies. In
terms of business support, internal coordination is important, espe-
cially with the sales division, in order to avoid strained customer
relations. It is also important to use the right messenger to
approach the other party. If the goal of a particular company is to
enable licensing with another company, using an attorney as an
intermediary will not be conducive to maintaining good customer
relations. Under ordinary circumstances, the most qualified person-

nel that approach customers are business managers of technical
divisions, who should avoid having contact with the legal divi-
sions.

The important lesson to learn is how to map a complete strategy
for each IP or patent portfolio. It is also important to fully research
and understand the target. In addition, a company needs to clearly
send the right first message to the other company with the right
messenger.

Intel is currently faced with patents in joint development. There
is joint ownership of patents on joint inventions or joint ownership
of all patents developed in joint projects. Many semiconductor
firms in the US have cross licenses as jointly owned patents are
licensed to all of both parties’ cross licensees. One solution is to
have split ownership of joint development patents, achieved by
such means as draft choices and auctions.

Allan Foster, Nokia Corp. shared his experience in patent
licensing in the mobile telecommunications business. Mr. Foster
said that Nokia’s corporate structure places patent staff together
with its R&D division. Patent engineers are recruited from R&D
teams and they write reports to the patents committee, which is
located outside the IP teams. Mr. Foster said that he was focused
on patent licensing in his position in Nokia Japan.

Nokia came into patenting quite late on the scene, but has
recently taken a greater interest in patenting IP, which has resulted
in more licensing. In addition, there is a lower threshold as well as
a wider scope in the ability to acquire patents. For Nokia, the
licensing challenge is brought upon by digital convergence as
mobile phones nowadays can incorporate cameras, voice recorders
and other electronic devices. Traditionally, royalties have been
determined by the market and royalties of one to five percent for
each invented product were paid, but the emerging paradigm is that
many different independent inventors contribute in developing a
product and it is unrealistic for royalties to be paid at previously
established rates. As such, it can be said that it is appropriate to
have lump sum royalties or royalty caps given today’s business
environment.

In the mobile telecommunications business, it is important to
have the necessary patents. The success of mobile phones in
Europe is due to the uniformity in roaming and interoperability,
which has made it impossible for the patent holder to monopolize
its own (or its company’s) patent. In the Global System for Mobile
(GSM) declarations, there are more than 400 essential patent fami-
lies covering more than 30 different patentees. In the Wideband
Code-Division Multiple-Access (WCDMA) declarations, there are
more than 1,400 essential patent families in more than 40 different
patentees.

Today there are many debates among different companies in
terms of Fair, Reasonable and Non-Discriminatory (FRAND)
because different patentees have different conceptions of FRAND.
Therefore, it is necessary for each company to have a shared under-
standing of what is “necessary” in regard to patents.

Discussion

Mr. Samejima asked Mr. Blumberg and Mr. Foster for their
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thoughts on Japan’s industrial competitiveness and the possibility
of using IP strategy to enhance its competitiveness. Mr. Blumberg
said that Japan was still poised to be industrially competitive in
such areas as home appliances, electronics and semiconductors,
and that it was very important for Japan to continue its strong
patent activity and that Japan should move toward the stages of
evolution that he had outlined in his presentation. Mr. Blumberg
said that he was concerned that Japanese companies were not pre-
pared to obtain freedom of action cross licensing. He noted that
although some corporate licensing groups recognize that they could
be at risk from Intel’s patents, they are unable to convince the busi-
ness division to seek freedom of action cross licensing. Mr. Foster
said that Nokia’s growth was not based on the strength of its IP
portfolio. Nokia began to use its patent portfolio to defend itself
after it had achieved a certain level of growth. Mr. Foster said that
he thought major Japanese companies today were faced with the
same situation and that IP will contribute to increased competitive-
ness in Japan.

Mr. Samejima asked Mr. Ezaki for his views on how Japanese
companies should position IP strategy. Mr. Ezaki said that one of
Japan’s strengths is that Japanese companies have a deeper under-
standing of IP than companies in the US and Europe, and as a
result, Japanese companies are in a more advantageous position in
terms of patent portfolio creation.

(Session B1 closed)
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[B2]

“Corporate Risk Management: Licensing as a Means for

- n - ,,
Avoiding Disputes
Moderator
Kenichi Nakano, A. Aoki, Ishida & Associates

Panelists

Kunizo Suzuki, Texas Instruments Incorporated
Melvin Jager, ICMB Ocean Tomo

Dall Ryong Choi, Dall Ryong Choi International Patent & Low Office

Kenichi Nakano, A. Aoki, Ishida & Associates, the moderator,
said that this session would discuss licensing as a means of avoid-
ing litigation risk. He asked the presenters to share specific case
studies they had encountered in the course of their work. Mr.
Nakano then introduced the three presenters of the session.

Kunizo Suzuki, Texas Instruments, said he would talk about
license negotiations in Japan. Mr. Suzuki said that the current sta-
tus of patent litigation in Japan is that there is an Intellectual
Property Policy Headquarters in the Cabinet Office, which is
actively discussing the creation, protection and utilization of IP. In
order to strengthen the ability of companies to settle disputes, dis-
cussion is underway on the creation of a high court on IP that
would deal with IP and patents. In terms of recent efforts, the Kilby
patent decision was passed by the Supreme Court in 1998, which
was a single court decision that resolved the disputes concerning
patent violations and annulment. On the administrative front, the
Japan Patent Office (JPO) is striving to expedite investigations
since it harbors strong misgivings that patents are hollowing out in
the same way that industries have hollowed out. There are strong
expectations that such efforts will lower business risk.

Patent licensing in the semiconductor sector has had a 50-year
history and a complete monopoly in patents is impossible due to
the complex nature of the technologies.

One of the reasons why negotiations are difficult is because
companies that manufacture semiconductors are usually large,
global companies whose sales size amount to billions of yen, with
each company having thousands of patents. Proving the infringe-
ment of patents requires a micro-level analysis of products.
Furthermore, companies are faced with differences in culture, lan-
guage and law.

Three ways to cope with difficult licensing negotiations are: 1)
both sides agree on the number of patents and thoroughly discuss
the infringement and effectiveness of the patents on both a product
and country basis; 2) the persons in charge discuss just the conclu-
sions, honoring the results of prior negotiations with other compa-
nies to avoid the unnecessary use of IP division resources; and 3)
investigate intermediate processes involving both parties.

What becomes important in resolving disputes is to hold numer-
ous flagship patents in multiple countries. It is also important for
companies to confirm the validity of the patent before using it and
investigate whether or not there have been infringements of the
patent. Furthermore, it is necessary for the parties involved to
appropriately evaluate each other’s patents and to have a solid

understanding of the patent laws and litigation laws in different
countries.

In tackling license negotiations, sincere, committed personnel
are needed. They must be learned in the technology and law, be
able to collect reliable information, and have earned the trust of
their companies. A negotiation team should have a leader who is
responsible for the final decision.

Melvin Jager, ICMB Ocean Tomo, said that a Brookings
Institute study has shown that intangible assets represent 87 percent
of market value of major companies, shedding light on the increas-
ing value of IP. Over US$150 billion is collected in the US annual-
ly in IP licensing income and over $300 billion annually in sales of
infringing products (mostly innocent). In the last 20 years, US
patent applications have grown from about 100,000 per year to
about 350,000, and the number of patents that have been granted
per year has risen from 60,000 to 170,000 in the same time period.

In the patent field, litigation on a patent is an extension of a cor-
poration’s business strategy. Sometimes it is the necessary, or the
only way, to obtain value. Litigation may carry high rewards, but it
also incurs high costs including hidden costs of lost management
time and lost opportunities. An average patent fee just to get to trial
is $1-3 million and trials usually last two or three years and more if
appeals are made. At least 75 percent of the US patent litigations
are settled before trial, after all the documentation has been pre-
pared and expenses incurred for trial.

The advantages of licensing include the fact that it has signifi-
cantly lower risk and lower costs. It allows a company to exercise
more control over the extent and nature of the use of IP assets as
well as the leveraging and exploiting of otherwise unused IP assets.
The licensing income in the US has grown exponentially to about
$150 million.

Mr. Jager then spoke on his experience of his involvement with
the Ransberg litigation concerning the patents (now expired) on the
method and apparatus of electrostatic spray painting. This remark-
able invention was quickly picked up by many big companies that
used the technology without paying any attention to the inventor’s
patents. There were 12 suits that were filed and tried in the US,
some of which appealed to the Supreme Court, and 12 suits filed in
other countries. Ransberg either won or settled all 24 lawsuits. The
litigation opened up the licensing program for patents.

The resulting Ransberg license was non-exclusive and allowed
the use of all apparatus and method patents. The license was grant-
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ed to multiple users of inventions in diverse industries. The one-
and-a-half page license agreement called for a lump sum initial
payment and running royalty for use. The royalty was different for
each type of product to be painted and the rate varied from 10-50
percent of the cost of paint.

Dall Ryong Choi, D.R. Choi International Patent & Low
Office, focused on the current status and trends of patent litigation
in the Republic of Korea in addition to case studies in litigation. In
the ROK, more than 300,000 patent applications are filed every
year. It takes about six months to a year to process patent litiga-
tions.

In patent infringement cases, there are two options that can be
pursued: 1) seeking a patent litigation, or 2) licensing agreement.
In the case of patent litigations, a warning is issued and litigation is
pursued depending on the other party’s response to the warning. In
the case of licensing contracts, because the ultimate goal is a royal-
ty, consultations are held after a notice, rather than a warning, is
sent. There are many cases of patent litigations if the parties
involved are both ROK companies. However, if foreign corpora-
tions are involved, the trend is that licensing agreements are pur-
sued instead of patent litigations.

In an example of a successful licensing contract between a
Japanese corporation and ROK corporation, both were electronics
manufacturers that had continuous contracts. The Japanese corpo-
ration sent a notice to the ROK corporation as a patentee, asking if
the ROK corporation was using its patent. The ROK corporation
responded that it was investigating the situation. Both corporations
met and decided on the schedule and the engineers exchanged
opinions and royalties were determined after an agreement was
reached.

The second case involved a Japanese corporation which held a
trademark holder. This corporation requested a small ROK corpo-
ration that had been producing stationery using the Japanese com-
pany’s trademark to stop using the trademark. The Japanese com-
pany sent a warning to one of the companies that had been using
the trademark and requested the company not to use the trademark.
In response, the ROK company requested that the Japanese compa-
ny, allow the company to use the trademark. The Japanese compa-
ny visited the ROK company’s factories, but it again prevented the
use of the trademark since it was not satisfied with what it found.
Meanwhile, the other ROK companies continued to violate the
patent. In the end, one company was given the ordinary use of right
and as a result, the Japanese company was able to obtain informa-
tion about other violations that had occurred in the ROK.

The third case involved a Japanese corporation in the ROK that
received a warning on a model utility right that was held by a
Korean individual. The individual himself sent the warning. As a
result of the investigation on the technology, it was discovered that
the product was different and the model utility right was public.
The Japanese corporation decided that it would not negotiate and
responded that if litigation were pursued, it would call for an
annulment. The Japanese corporation prepared materials, but
received no word from the individual.

With respect to the challenges of licensing negotiations, one
challenge is when the parties involved have existing business rela-

tions other than the patent. Second, it is a challenge when the con-
tent of the patent is different between one’s country of origin and
the country of the other party. Third, the lack of knowledge is an
issue when individuals negotiate. Fourth, it is a challenge when
there are many patent violators. Fifth, it is problematic when there
is a huge gap in price of the products. Sixth, there is a huge gap in
opinion with the attorney of the other party. Finally, it is also a
challenge since the negotiations take an extremely long time.

As for ways to cope with licensing negotiations, first, it is neces-
sary to comprehensively determine licensing contracts. Second, it
is important to maintain the same scope of overseas patents domes-
tically as well. Third, it is necessary to request for preparing legal
agent, when negotiating with individuals. Fourth, systems such as
patents and litigations should be investigated in the other party’s
country. Fifth, a final decision should be put on hold during negoti-
ations. Sixth, it is important to keep in mind that the patent violator
also has patents. Finally, it is important to maintain friendly and
harmonious personal relations in licensing negotiations.

Q&A

Mr. Jager asked Mr. Suzuki how damages are determined in
infringement cases in Japan. Mr. Suzuki said that the civil courts
have been revised and the termination is flexible. There is no fixed
rule to determine damages. Mr. Suzuki said that due to the long
history of patents in the semiconductor business, many factors,
such as the scope covered by patents, difficulties in avoiding
patents and how important patents are in manufacturing semicon-
ductors, are considered in the process of negotiation.

Mr. Choi asked whether it would be an infringement of patents
if one electronics company in Japan releases a new product and
another company releases a similar product six months later. Mr.
Suzuki responded that this is not necessarily an infringement, but
cross licensing is used so that similar companies can use patented
technologies. However, the prospects of licensing are regularly
reviewed, at which time patent infringements are considered as
well. Mr. Suzuki said that in Japan, companies may have very use-
ful patents, but they will not claim them so as to avoid harming one
another.

Mr. Nakano asked Mr. Suzuki if judicial precedent would be
honored in negotiations and asked whether that would be an appro-
priate method. Mr. Suzuki said that it is not as if licensing condi-
tions are publicized, so it may be the case that parties distrust each
other. However, discriminatory treatment by licensors of licensees
is unacceptable in order to minimize risk on both sides.

Mr. Nakano asked for questions on Mr. Jager’s presentation. Mr.
Suzuki asked what kind of advice Mr. Jager would give to a com-
pany if there was the option of settling the dispute without incur-
ring litigation fees that are as high as $3 million. Mr. Jager
responded that the costs are very high and reiterated the fact that 75
percent of the cases are settled without trial. Mr. Jager said that it
was important for clients to understand what the risks and costs are
in each step of the negotiations.

In regard to Mr. Choi’s presentation, Mr. Suzuki asked if the lit-
igation would be called off if the invalidity of the patent is pointed
out in an infringement. Mr. Choi responded that in the ROK, it is
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normal for litigations to be put on hold. Mr. Jager asked one of the
problems he encountered in the licensing field is determining the
royalty. Mr. Choi said that the royalties in the ROK amount to
around three percent of net income, which is similar to figures in
Japan, but they vary from case to case. Mr. Choi also noted that in
cross licensing, there are cases where royalties drop to one percent,
and cases that depend on the value of the patent. Mr. Suzuki said
that in the semiconductor sector, the patent is rated in three areas:
1) the effectiveness of the patent, 2) how certain the patent
infringement is, and 3) the importance of the patent in a particular
field of technology. This patent rating is then multiplied by the
other party’s profits on the product and a number of procedures are
calculated thereafter. Mr. Nakano said that in the machinery indus-
try, dividing the profit into three equal parts, or 25 percent rule
tends to be frequently introduced. On a similar note, Mr. Suzuki
said that if a three percent royalty is applied to each patent, but if
ten patents cover one technology, then the royalty rate becomes 30
percent, which is an unrealistic figure. He pointed out that this situ-
ation should be improved.

Mr. Nakano asked the panelists to share their views on their
impression of Japanese negotiators. Mr. Choi said that he had been
involved with Japanese cases for a long time and he said that
Japanese people are very good negotiators. He said that it may be
because of the Japanese national character, but Japanese negotia-
tors are respectful and polite. Mr. Choi said that he noticed the
Japanese companies try to avoid a direct conflict between compa-
nies. Mr. Jager said that Japanese negotiators are patient and pre-
pared. Mr. Suzuki said that in the last 30 years, Japanese negotia-
tors have become well versed in US laws and make use of their
experience working in US offices. Mr. Suzuki noted that it was a
good thing for negotiators to be able to express their viewpoints,
but it was also important for them to know where to stop.

On a final note, Mr. Nakano asked what the most important
thing in negotiations was. Mr. Jager said that it was trust; Mr.
Suzuki said it was professionalism; and Mr. Choi said that the first
decision was crucial.

(Session B2 closed)
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[B3]

“Intellectual Property as a Management Resource”

Moderator
Junichi Kikuchi, Aoyama Gakuin Joshi College

Panelists

Yasuyuki Ishii, Millea Holdings, Inc.

Ellie Okada, Yokohama National University
Hideki Otsuyama, PLX K.K.

Junichi Kikuchi, Aoyama Gakuin Joshi College, the modera-
tor, said that the following positive effects could be expected if an
intellectual property (IP)-based society is established: 1) a trust
scheme will be developed through direct financing by IP, 2) the
changes will be brought about in governance structure, and 3) orga-
nizational reform will be advanced through IP management.

Mr. Kikuchi said that this session would concentrate on the fol-
lowing five points: 1) the packaging of IP, 2) the issue of high risk,
3) the ability to govern universities, 4) IP reporting, and 5) public
disclosure of IP.

Yasuyuki Ishii, Millea Holdings, Inc., said his talk would
focus on the financial uses of IP. IP is integrated with current busi-
ness; it can be exclusionary and retain a high degree of freedom.
Intellectual property rights (IPR) have also been used to supple-
ment the current business. Recently, IPR has been used in securiti-
zation because of the unfavorable financial situation. For example,
it is possible for companies to allow third parties to make use of
IPR. In recent years, greater emphasis has been placed on the value
of intangible assets within private companies as they have come to
be recognized as a source of added value. Although intangible
assets incorporate the ideas and imagination of managers, it is diffi-
cult to actually manifest such qualities. Meanwhile, since IP assets
can be clearly manifested, they are considered assets that can be
easily commercialized and independently traded. As a result, it
becomes possible to procure funds backed by IP assets or royalty
credits. In addition, new financing methods are being established,
such as liquidation and securitization of [PR-related assets. By sep-
arating risk from the originator through trusts and other ways of
liquidating IPR, a new business structure is developed wherein pro-
fessionals support entrepreneurs.

In Japan, liquidation and securitization of IPR can be seen in
games, movies, animation films and venture companies. Some of
the examples of the financial application of IPR include Shochiku’s
liquidation of royalty rights in movie televising and a game compa-
ny’s securitization of royalty rights.

In Japan, Shochiku is an example of a company that liquidated
royalty rights. The broadcast right of the series “Tora-san” was
licensed to a television company. The royalty fee was paid to a
third party SPV and was repaid by the SPV. Thus, in this case, the
risk involved a third party rather than the originator, and the origi-
nator’s financial structure was strengthened as a result.

In the case of Konami, a game company, a fund-procuring
financial intermediary was established (an entity that issues corpo-
rate bonds, dormant partners). This entity issued profit-making
bonds, incorporated them into investment funds and sold them to

investors through securities firms.

Securitization allows originators to effectively use untapped
assets to generate profits. Not only that, since the patents are trans-
ferred, licensees are able to obtain licenses in a continuous, stable
manner even if the originators go out of business. Securitization is
viewed as a promising way to provide various potential investment
destinations as well as eliminating the risk of failure as it transfers
risk from the originator to the licensee.

One of the merits of the trust system is that assets are indepen-
dent and transparency in accounting and taxation is ensured, which
is a factor that influences bankruptcy remoteness. The trust system
has been revised to include IP and consideration is underway to
ease the criteria for entry. Future trends will determine what kind
of regulations will be imposed.

In terms of liquidizing IPR, due diligence requires sufficient
backing, which in turn calls for human resource development.

Ellie Okada, Yokohama National University, focused on the
strategic exploitation of IP. Many companies now use information
on IP and technology to try to adjust future forecasts. As such, it
becomes necessary to communicate with the market with a view to
improving corporate value.

Current profitability does not always show the intrinsic value of
a company. In a broad sense, intellectual property involves not
only patents and inventions but also strategies, organization,
process and systems. In the medium to long term, it is expected
that improved corporate value using IP will be based on the strate-
gic management of business, R&D and IP, in addition to mutual
communication with the capital markets community.

Ms. Okada then explained the present situation of capital mar-
kets. Many companies have seen their net assets fall, indicating
devaluation. An examination of the difference between the estimat-
ed value and the total market price shows that for many companies,
the estimated value is lower than the total market price. Why this
occurs can be attributed to a number of reasons. For example, the
value of firms is not positively assessed due to significant bottle-
necks, companies are not realizing their potential, and companies
are not effectively conducting their IR activities.

Assessing the value of companies involves not only their current
levels of profitability but also non-financial factors that influence
future expectations. According to the latest survey of institutional
investors, it became apparent that institutional investors were pay-
ing a great deal of attention to non-financial factors such as strate-
gy and vision, IP and technologies, and product development abili-
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ty. The fact that institutional investors were extremely interested in
strategy and vision demonstrates the emphasis they place on a
company’s stance in a competitive environment in addition to its
individuality. The Guideline for IP Information Disclosure, itself
the result of such surveys, reveals that institutional investors are
particularly interested in the outline of a company’s core technolo-
gies, corporate strategy and risk information concerning IP.

To illustrate how a company successfully used its core technolo-
gies, market analysis and IP strategy, Ms. Okada spoke of a com-
pany whose invention, glass, was patented. In another example, a
company that began in the textile business has expanded to include
face operation technology in textiles, which is now used in the
medical field as filters. These new areas where IPR has accumulat-
ed pose new challenges for the future. In recent times, companies
have been active in obtaining licenses and royalties. In light of
expectations, it is necessary for companies to continue enhancing
innovations and the market should keep a watchful eye on the
potential of companies. A new framework of corporate governance
will focus on the ability of companies to continually renew itself
and their competency in innovation.

Hideki Otsuyama, PLX K.K., focused on intellectual property
management. What is vital in the use of IPR is to expand market
share and raise profits. How IPR will be used can be divided into
five stages, from protecting investment and clarifying inherent
rights, to using IPR as financial assets. At present, there is some
indication that companies are trying to establish a connection
between patents and corporate and/or management strategy, but as
a basic approach, companies should continue to focus on generat-
ing outstanding IP.

It is important to consider future strategy in formulating corpo-
rate strategy. This requires a forecast of future market trends, a
serious consideration of their effect on management, and informa-
tion on patents and technologies. Therefore, patent strategy can be
called an information strategy. The US has developed an intellectu-
al management system (IAM) that consolidates intellectual assets.
Similarly, a number of Japanese companies are developing IAM
systems, some of which are exploring ways to incorporate effective
information in decision-making and to establish a clear connection
between corporate strategy and IP strategy. Some companies are
gathering and analyzing information with the aim of boosting
licensing revenues. Furthermore, an increasing number of compa-
nies are creating patent maps using a variety of tools, which they
use to establish alliances. In addition, more and more companies
are channeling their energies into human resources development
and providing top management with better data. Thus, it is impor-
tant to make full use of each other’s information in various deci-
sion-making processes.

Discussion

Mr. Kikuchi asked the panelists to share their thoughts on the
differences in characteristics between real estate and IP. Mr. Ishii
responded that real estate is different from IP because the identifi-
cation of the property and volatility, and subsequent risk, is differ-
ent. Real estate and IP differ in that there are fluctuations in the
patents that are granted. In addition, real estate profits are less
volatile compared to profits in the IP industry.

Mr. Kikuchi asked the panelists a question on the distinguishing
characteristics of IP from the perspective of packaging strategy.
Mr. Otsuyama responded that companies exercise their own IPR
within the scope of their creditworthiness. In the case of real estate,
the possibilities of IPR are infinite and its value depends on how
the IPR is combined. As businesses strive to maximize the advan-
tages of IPR, it is critical to take human resources into account as it
is always the people that can generate value out of property. Thus,
it is vital to use and mobilize both internal and external resources
toward this end.

Mr. Kikuchi asked how potential profits can be identified and
evaluated. Mr. Ishii said that evaluation is difficult due to uncer-
tainty. Projecting cash flow could be a type of evaluation. One
point of consideration is the method of cash flow evaluation.
Conclusive cash flow forecasts should be achieved by consensus,
especially in cases where there are uncertainties about the markets.
Unpredictable cash flows can be evaluated when there is consensus
between investors (risk takers) and those that procure funds. Mr.
Otsuyama said that it is essential to consider how future potential,
even without cash flow, can be reflected in the corporate vision and
strategy. Although the stage of discussing evaluation methods has
ended, in the next step, it is important to consider how decisions
will be made using what kind of information and data in the next
step. On a similar note, Ms. Okada commented that an important
point of consideration will be the expectations of companies in
evaluating companies.

Mr. Kikuchi stated that universities may be exploring new direc-
tions in their governing ability concerning securitization, and asked
panelists for their opinion in this regard. Mr. Otsuyama said that
these expectations for universities have increased. As profit-seek-
ing companies cannot devote much of their resources for research,
collaboration between companies and universities is currently
under consideration. These considerations should focus on the
vision and strategies of universities vis-a-vis businesses and corpo-
rations. Given the fact that universities are procuring funds by
patenting research achievements, issues such as evaluation and
branding will need to be addressed as universities attempt to appeal
their technologies to investors. Universities are now exploring new
methods of intellectual asset management as well as methods to
reflect them in governance. Ms. Okada said as national universities
are being restructured as autonomous organizations, their mindset
is to determine a basic direction for the future. University-industry
collaboration is one of the underlying factors facilitating the cre-
ation of a research vision.

Mr. Kikuchi asked if the IP reports that Ms. Okada mentioned
would serve as a standard. Ms. Okada said that she did not expect
to see standard reports from the very beginning. However, commu-
nicating core technologies to society is important. For example, if a
material is invented, it is important to investigate whether or not
any value could be added to the innovation.

Mr. Kikuchi then commented that it was difficult to find
methodologies to evaluate IP. Mr. Otsuyama said that analysis and
methodologies have substantially advanced, but information is still
insufficient. Japan, in particular, lacks trading information. Mr.
Kikuchi said that 80 percent of the evaluation process should be
devoted to gathering information. It is also important to foster
human resources that are able to accurately analyze the information
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collected. Mr. Ishii said that it would be convenient if information
could be obtained at once, since information is currently catego-
rized by industry and technology. An obstacle in the evaluation
method is that there are areas that require expertise, such as reading
balance sheets. In order to establish an evaluation method, greater
support should be provided to the consultants who conduct the
evaluation.

(Session B3 closed)
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[B4]

“Current Status and Issues on University-Industry
Collaboration and IP Business in China”

Moderator: Atsushi Sunami, Associate Professor. National Graduate Institute for Policy Studies

Panelists: Yasuyuki Sugiura, Director, Institute of International Strategy. Mitsubishi Corporation

Qixue Wei, President King & Wood

Michael O’Keeffe, Managing Director, Kroll International Inc. Japan

Atsushi Sunami, National Graduate Institute for Policy
Studies, the moderator, said that China has traditionally been
regarded as a source of human resources, or a country with a huge
market. However, recently people have come to view China as a
great source of IP assets. As such, Japan and other countries should
give consideration to the IPs held by China in view of business
strategy.

Qixue Wei, King & Wood PRC Lawyers, said that the history
of IP legislation is very short. The history is about 20 years and
coincides with the time period of the liberalization reforms under-
taken by Deng Xiaoping. As of 2002, there were 253,631 patent
applications and 371,936 trademarks. Mr. Wei said that the
Chinese government is trying to focus more on uncovering more
infringements. The number of cases exposed by the Patent Office
was 1,442, while 20,000 cases were uncovered by the State
Administration for Industry and Commerce. The number of
infringement litigation cases has risen as well, reaching more than
6,000 cases in 2002. Under the newly revised regulations, if there
are any counterfeited products, Chinese customs can seize the
products to protect IP.

At present, R&D expenditure in universities is low comparing to
the other R&D institutions, one of the reasons why little progress
has been seen in China’s technological development. However the
number of researchers and engineers working at universities is said
to be approximately 670,000 persons and the number of companies
spun out from universities is around 5,000 and companies affiliated
with universities is around 3,000 to 5,000.

Although R&D at Chinese universities has not reached an ideal
level, the advantages of universities include the fact that they have
many qualified engineers, and they have strong foundation of basic
knowledge.

One of the issues that universities face is that few products have
been commercialized. Chinese universities can undertake R&D, so
the technology that has been developed can be turned into a prod-
uct and sold to a company. However, few cases succeed because of
the lack of subsidies from the government as well as the insuffi-
cient number of technology themes. Furthermore, there are aspects
in IP law which are still incomplete, and there are few people that
are well experienced in such IP law. Another issue that needs to be
solved is the low level of remunerations to the developers as well
as the shortage of licensing contract personnel.

It was important for Japanese companies to deepen exchanges
with Chinese companies, and share their experience dealing with

counterfeit goods in the 1960s to 1970s. One of the reasons why
China has many imitations and copies is the high price of authentic
products. Thus it is perhaps necessary to lower the price of authen-
tic products. Moreover, it is necessary to increase the supply of
authentic goods and establish joint companies (or 100 percent for-
eign-owned incorporated corporations).

Mr. Wei outlined a number of points which Japanese corpora-
tions should consider. Licensing contracts should include bylaws
on the percentage of shares and the allocation of profits. In addi-
tion, patent applications should observe Chinese laws. In cases
where the right to apply for patents is transferred in compliance
with the relevant Chinese laws and inventions in joint companies,
inventors should be remunerated referring to Chinese laws.
Moreover, disclosure of trade secrets should be prevented ahead of
time. The Chinese government is currently deliberating a system to
address this issue. Because the Unfair Competition Law sets out no
regulations on the form of products, one should not depend on this
law alone to protect the form of products. Mr. Wei recommended
that a patent application is filed or if a company wants to uncover
an infringement in China, Japanese companies should be very care-
ful in selecting a patent attorney to represent their case.

Yasuyuki Sugiura, Mitsubishi Corp., explained the functions
of the Corporate Strategy and Research and Department activities
at Mitsubishi. His institute under the Mitsubishi is in charge of sur-
veying markets and exploring new business opportunities. As of
now, there are nine offices in China and investments have been
made in 100 companies.

Mitsubishi’s Corporate Strategy and Research Department has
established a joint venture with Nikkei Business Publications
(Nikkei BP) called TechnoAssociates. This company integrated
Mitsubishi’s business know-how and its domestic and foreign net-
work with Nikkei BP’s specialized information analysis ability,
and provides consulting and marketing services to its clients, which
include home appliance manufacturers, electronics manufacturers,
and many others. There are three working groups at
TechnoAssociates: 1) IP management specialists, 2) market analy-
sis, and 3) risk management.

In the first working group, the IP specialists encounter a number
of challenges. Members of this working group include the IP divi-
sions of leading companies that are interested in business expan-
sion in China. One of the challenges that this group faces is that it
is difficult to select a Chinese patent database in investigating
patents and patent infringements in China because the accuracy of
the database is unclear. The group established a selection of poli-
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cies to deal with this issue. Another challenge is that companies do
not know which patent office or law office to ask to represent their
case because their track records are unknown to many Japanese
companies. In addressing this issue, the group sent questionnaires
to 50 law offices as well as other consultants in China.
Furthermore, companies want to know what kind of IP issues have
actually occurred in conducting risk management as they do busi-
ness in China.

One of the issues faced by all three working groups—IP, market
analysis and risk management—is that there is the risk that tech-
nology will transfer illegally to Chinese affiliates or their local
Chinese offices. Another issue is that authentic products flow into
the black market, but it is difficult to enforce countermeasures. A
third issue is that the IP division staff in China is busy dealing with
infringements that they do not have enough time to tackle patent
issues. Fourth, it is difficult for Japanese companies to file an IP-
related case with companies that are heavily influenced by the
Chinese government, considering the possible effects on business
in China.

The second working group on market analysis is composed of
the marketing, project planning and international divisions of major
Japanese companies interested in expanding their business in
China. An issue that this working group faces is the difficulty in
obtaining adequate information and relevant statistics in China.
One of the issues encountered by all three working groups is col-
lecting market data to determine whether or not to advance into the
Chinese market given the outflow risk of IP, technology and know-
how. Second, indices that link IP risk and investment effects are
necessary. A third issue is drawing up an IP strategy in view of the
market size and uncertain growth. Another issue is to examine both
technological trends and technological standards in China. Finally,
the positioning of potential local partners in the market is exam-
ined.

The third working group, risk management, involves the legal,
business partnership and overseas business development divisions
of major companies interested in expanding into China. A few of
the issues faced by the three working groups include observing the
technological export management rules in China as well as the
technical licensing regulations such as the articles that stipulate the
scope of compensations of indemnity to licensees in patent dis-
putes. Another issue is collecting technical royalties as sometimes
royalties are not paid. Finally, disclosure of know-how and trade
secrets to local office and joint stock company employees is also a
risk.

Michael O’Keeffe, Kroll International Inc., said that IP
involves risk. According to multiple surveys, counterfeits represent
around five to seven percent of world trade. There are certain
patented technologies where countermeasures are possible, but
there are areas that cannot be enforced in many countries.

Kroll’s strategies include the filing of patents in strategic market
countries. Kroll also recommends that patents and trademarks be
registered in China if production occurs in China. Third, companies
should refuse demands to supply samples to Chinese patent offices.
Fourth, it is important to survey the market regularly in all target
countries.

Mr. O’Keefe then provided many examples of the difference in
the number of patents filed in the US and China. For example, for
Philips, which has had a longstanding presence in China, the num-
ber of patents filed in the US is decreasing, while the number of
patents filed in China is increasing every year. Matsushita files a
large number of patents in both China and the US, alluding to the
fact that it affords a similar level of importance for both markets.
On the other hand, Toshiba files four times the number of patents
in the US as in China. This may be attributed to the fact that
Toshiba only files patents on certain technologies in China. Sony,
which only recently launched PlayStation II in China, files double
the number of patents in the US as in China. Possessing a sophisti-
cated global IP strategy, Hitachi has few patents filed in China.
Meanwhile, Fujitsu files a large number of patents in the US, and
NEC is said to have transferred a significant share of production to
China, but its level of patenting in China remains relatively low.
NEC used to be the number-two patent holder in the US, but it
ranked 13th in 2003.

Siemens has a strong presence in China and shows a clear global
patent strategy as well. Samsung, meanwhile, files a high number
of patents in the US and the number of patents filed in China is
only half that number. At one point, the number of applications
filed in China reached the same level as the US, but in recent years,
more applications have been filed in the US than in China. Perhaps
this phenomenon can be attributed to the fact that Samsung has
selected technologies that it manufactures in China, which it later
exports to the US. Leading semiconductor manufacturer Intel files
ten times the number of patents in the US as in China. IBM, the
leading holder of patents in the US, filed more than 3,500 patents
in 2001 in the US. This means that IBM files 30 times as many
patents in the US as in China. The fact that IBM places importance
on licensing fees may lend support to the declining number of
applications filed in China. For Motorola, the number of patents
filed is falling both in China and in the US. HP, which has merged
with Compagq, files ten times more patents in the US as in China.
Canon files nine times the number of patents in the US as in China.
Meanwhile, P&G files the same number of patents in both coun-
tries and is pursuing a vigorous IP strategy in China.

Although companies have a tendency to ignore counterfeit
goods as long as the sales of authentic goods are increasing, com-
panies will suffer a heavy blow from low-cost counterfeit goods
that sell well considering the long-term perspective. Therefore,
companies should take measures when counterfeit goods account
for 10-20 percent of the market, such as conducting regular market
surveys.

Kroll’s analysis shows that infringers are often former licensees
or that infringers are in a few incidences assisted by the Chinese
government because industrial development is a priority for both
local and national governments. In addition, Kroll’s surveys reveal
that in many cases, infringed products are made in nearby factories
and that the manager or owner is a former employee who is respon-
sible for leaking the technology and know-how. University profes-
sors are also able to direct reverse production and it is possible that
infringers are using the same blueprints as the original products.

In light of the recent trends in IP infringement, infringers are
aware of what they are doing. They devise methods as attaching
labels and packaging in the last stages of production. There is an
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increasing tendency of infringers exporting from China to the
Middle East and Latin America.

Discussion

The moderator asked the panelists to discuss the key points one
needs to consider regarding the development of IP strategies in
China. Mr. Wei said that China has seriously engaged in expanding
its markets since it joined the World Trade Organization (WTO).
However, the western and central parts of China are still underde-
veloped. Trade between China and Japan will grow even more if
western and central China develops as well. Mr. Wei stated that
China is not a rival for Japan; rather, it is a close partner. In China,
although there are a lot of imitations and copies, the manufactur-
ing, production and sales of such products are actually an economic
phenomenon. Mr. Wei said that perhaps exchanges between the
Japanese and Chinese authorities in dealing with imitations and
copies will lead to greater understanding. Imitations and copies are
attractive to consumers, but it is necessary to resolve this issue.

In regard to the same question, Mr. Sugiura said that China will
continue to show promising growth for the next several years.
Once risk is identified, one discovers that there are some risks that
cannot be eliminated, but that other risks can be translated into
business opportunities. In response to the view that there should be
more joint ventures with China, Mr. Sugiura said that it is essential
to forge partnerships with Chinese companies as a means of stay-
ing at the forefront of technological trends and standards. Mr.
Sugiura said that he thought that the number of patents filed in
China by US companies will increase in the future. Mr. O’Keefe
said that it was necessary for any company to conduct adequate
market research and formulate a strategy before entering the mar-
ket.

Q&A

An examiner from the Chinese Patent Office referred to Mr.
O’Keefe’s comment that the Chinese authorities were involved in
cases of infringement in China. The patent examiner stated that
since China has joined the WTO, China has emphasized IP protec-
tion. According to the examiner, the US has investigated infringe-
ment cases in China and has reported that the results were satisfac-
tory. Mr. O’Keefe said that the cases of infringements have been
declining in recent years, but it is true that there are reported cases
where the Chinese government either supports or tolerates the man-
ufacture of counterfeit goods. Mr. Wei said that there is no involve-
ment by the central government, but in some cases local govern-
ment officials are colluding with local companies.

A participant asked Mr. Wei about the effectiveness of licensing
from the legal perspective and if safeguards against infringements
existed. He also asked if it was possible to transfer money to the
outside of China. Mr. Wei said that licensing has been possible in
China for a long time and that has contributed to China’s being
able to develop its economy to its current level. He also explained
that related laws, such as patent law and contract law (supervisory
bylaws on technological exports and imports), are being developed.
Since the issue is deciding which companies to offer licenses, it is
important to investigate the partner company. In response to the
second question, Mr. Wei noted that it was possible for companies
to transmit money outside of the country. He stated that there has

been a great deal of deregulation in China. Mr. Wei also noted that
there have been many successful cases of technology transfer, such
as YKK, which has built large-scale factories in China. Kao and
Shiseido, for example, are two companies which have successfully
uncovered counterfeit goods.

A participant asked Mr. Wei how know-how can be provided to
a company and if China had any legal countermeasures to deal with
the job hopping by employees that possess the know-how. Mr. Wei
said that according to Chinese law, if trade secrets are violated and
these secrets are passed erroneously to a third party, there will be a
punishment. However, this is a very difficult issue to handle given
a worker’s right to work. The Chinese government is now consid-
ering a new legal system on trade secrets in order to find a solution
to this issue.

Mr. Sugiura said that knowledge management plays an impor-
tant role in dealing infringements successfully. He said that it is
also important to pay attention to the security aspect by raising
awareness about IP.

(Session B4 closed)
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[BS5]

“Technical Know-How in IP Transaction Business”

Moderator
Hitoshi Yoshino, IPX Corporation

Panelists

Jinzo Fujino, NGB Corporation

Colin Hunsley, BTG PLC

Carl Wootten, DeltaTech International, LLC

Hitoshi Yoshino, IPX Corporation, the moderator, opened the
session by saying that the technology transfer business has recently
been developing in Japan. Japanese companies are becoming more
aware of the potential of using intellectual property (IP) to increase
their profits. Mr. Yoshino said that the biggest factor in this trend
may be the burst of the bubble economy. Another factor is the
tough competition in the manufacturing industry. A fourth factor is
the strong pro-intellectual property rights (IPR) stance of the
Japanese government. Finally, a fifth factor is the rising interest in
IP in Japan.

Mr. Yoshino introduced a diagram in which the x-axis repre-
sented commercial value and the y-axis represented possibilities.
Patents situated on the upper right side of the graph are those that
have very high potential in operating technology transfer. As they
go down to the lower left side, their potential becomes lower,
meaning that the commercial value becomes relatively lower. It
will be important for technology transfer companies to have the
ability to identify licensable technologies among the vast number
of patents that are held. Furthermore, Mr. Yoshino stated that the
technology transfer business greatly resembles cooking. Quality
materials in addition to good chefs are necessary to have quality
dishes. Similarly, in IP, promising technologies must be combined
with competent licensing executives to reach deals. Technology
transfer can be divided into two phases—sourcing and licensing,
with deals being the end result.

Jinzo Fujino, IP Research Institute, NGB Corporation, said
that his talk would focus on his personal experiences in technology
transfer. He said that he had interviewed Mr. Carl Wootten for a
survey of technology transfer in business in 2003. Mr. Fujino said
he found out through the survey that there is a considerable gap in
awareness among the people in Japan and the US who are involved
in patenting. In the US, the relationship between technology and
patents/licenses can be likened to a master-servant relationship.
Technology is the master, while patents or licenses are servants.
The two are sometimes in a win-win situation. Therefore, it is
understood that IPR are a part and parcel of technology. However,
it cannot be said that this is the case in Japan and there are people
who believe that business can be done by patents alone.

The Japanese technology transfer market, especially compared
to the US, is characterized by a handful of companies that are
involved in technology transfer. Another difference between tech-
nology transfers in the two countries is that licensing intermedi-
aries in Japan are not recognized as specialized professionals.
Furthermore, there are few spin-outs from private companies.
Recent trends in Japan show that companies are becoming more
involved in exploring the use of licenses to boost their profits.

Mr. Fujino explained the licensing of industrial standards, using
the different types of memory cards for digital cameras as an exam-
ple. For example, x-D picture cards are not patented technology.
They have a registered trademark and undergo a compliance test
for quality qualification. x-D picture cards must pass this compli-
ance test before it can go on the market. There are three licensing
categories: Category 1 is composed of devices that can play back
visual data, such as printers; Category 2 are devices that are used
exclusively with computer devices; and Category 3 are parts or
partly finished products, such as controllers. Many companies in
the US and Europe receive licenses in the first category.
Meanwhile, many Japanese, Republic of Korea (ROK) and
Taiwanese companies receive licenses in the second category, and
many ROK and Taiwanese companies have licenses in the third
category.

One of the characteristics in licensing policy for industrial stan-
dards is that contract negotiations can be minimized. Another char-
acteristic is that speed is a determining factor as licensing needs to
be completed in a short span of time. A third characteristic is that
everyone should be able to access information. Mr. Fujino said that
one of the effects of having industrial standards is that licensing is
processed in a transparent manner so as to ensure compliance with
antitrust laws.

Colin Hunsley, BTG plc, said that he would focus on creating
value from IP and how to generate value out of IP assets. He noted
that first, a patent that stops a competitor from producing would
protect a company’s position in a market. Second, it is important to
examine what value could come from licensing in two areas: 1)
technology, which he called the “carrot,” and 2) assertion, which
he called the “stick.”

One of the major reasons why IP has not been valued is that it is
difficult to forecast IP assets since the value of IP varies each time.
In the US, IP assets can now be used as assets for loan collateral.
There are three main approaches in evaluating IP: 1) cost approach,
2) market approach, and 3) income approach.

In view of the fact that the future of IP value is unclear and
involves risk, Mr. Hunsley said that corporations should be asking
themselves if they have assets or the potential to acquire assets.
Patents, he pointed out, are of a transient nature because they are
technology-based. Mr. Hunsley said that companies should also
examine what countries in which corporations hold patents. It is
also important for companies to consider validity and enforcement.

If a company determines that it does have an asset that can be
patented, the next step is for them to investigate whether the patent
coverage matches key markets, whether the market was established
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enough for the patent, and whether there would be a market in the
future. Companies should also identify the different people that the
patent would involve, such as manufacturers, distributors and cus-
tomers.

If a company holds an asset that can be patented, moving for-
ward in the process requires an understanding of what price the
company will have to pay. For example, companies should keep in
mind legal costs, such as the fact that injunctions to retain the
monopoly will involve high-level litigation. Further considerations
include the different types of licensing and assignments that a com-
pany can pursue. Licensing can be exclusive or non-exclusive; they
can be enforced or not; and royalties vary depending on the patent.

Companies must decide whether they have short-term or long-
term return objectives, their tolerance for risk as well as their will-
ingness to litigate. He noted that companies should think about
design around costs, as they may be able to discern less costly solu-
tions besides patenting. Mr. Hunsley concluded that detailed due
diligence was absolutely necessary for companies in considering
patents. A key point is for companies to realize their positions in
litigation in order to reach a reasonable settlement. Therefore, the
key words in creating IP value are preparation, persuasion, persis-
tence and professionalism.

Carl Wootten, DeltaTech International, LLC, stated that he
would focus on the technology appraisal process and various
aspects of technology transfer. Companies that want to generate
income from IP often discover that licensing is a tough business
that involves technology and market assessment.

In terms of technology assessment, it is important to identify
where the technology fits in relation to existing technology. The
benefits and advantages of the technology, as well as the purpose
of the application, need to be considered. If the technology assess-
ment is positive, then the market assessment is conducted. This
assessment includes an expanded market survey, potential industry
competitors and trends, as well as an exploration of the commercial
feasibility of manufacturing. Moreover, it is crucial to carefully
investigate what regulations would apply to the technology and
whether there would be barriers to licensing.

Mr. Wootten gave the example of Solomon Technologies, which
developed an electric wheel. At the time, DeltaTech knew that the
automobile industry was hard to penetrate, but found out that sail-
boats would be able to penetrate the market easily and that few reg-
ulations existed. The product is now being sold worldwide and is
about to go public, and DeltaTech owns 15 percent at about US$5
per share.

Technology transfer is defined as the process of transferring
from owners to others. Although there was a successful case
involving a non-exclusive license in the biotech industry, it is also
important to think about failures.

Discussion

Mr. Yoshino asked how long due diligence takes. Mr. Hunsley
responded that good due diligence on a new patent portfolio takes a
minimum of six to eight weeks. Mr. Wootten said that it takes at
least six weeks for technology assessment and another six weeks

for market assessment. In response to Mr. Yoshino’s question
about the significance of the order in which assessments are con-
ducted, for instance, technology assessment followed by market
assessment, Mr. Wootten said that the main point of technological
assessment is to identify where the product belongs in respect to
the already existing technology.

Mr. Yoshino asked how BTG and DeltaTech determine their
fees. Mr. Hunsley said that BTG has a contingency fee, and as
such, they are critical in their initial assessment to ensure invest-
ment returns. Mr. Wootten said that DeltaTech’s profits come from
a percentage of the successful cases. Mr. Fujino commented that he
sometimes receives requests to sell dormant patents. However, in
most cases, unless these patents incorporate either timely or niche
technology, it is exceedingly difficult to sell them since they under-
go a stringent screening process. Mr. Yoshino asked Mr. Hunsley
what the ratio of successful cases that pass through the initial
screening, and Mr. Hunsley answered that it was about 20 percent.

Mr. Yoshino asked the panelists to describe the ideal licensing
executive. Mr. Wootten said that in his experience, good licensing
executives usually have a technical background, experience in mar-
keting and familiarity in the legal aspects of patents. Not only that,
he said, licensing executives should enjoy making deals.

Mr. Yoshino asked how Mr. Hunsley handles cases of infringe-
ments. Mr. Hunsley reiterated that maintaining professionalism is
important if IP is to be respected. He said that he tries hard to make
sure that licensing is not aggressive and there is openness between
parties in discussing their respective positions.

Mr. Yoshino noted that due diligence is becoming common
practice in thinking about commercialization. Mr. Fujino said that
technology transfers and consultations are not his company’s main
field of business.

Q&A

Mr. Yoshino asked the overseas panelists for any questions they
may have. Mr. Wootten asked what is being done with the “sleep-
ing” patents in Japan at the government and corporate level. Mr.
Fujino said that in the past, the focus was on having a large number
of patents filed due to the fact that engineers were being remunerat-
ed for the number of patents they filed, but now greater stress is
placed on the quality of patents that are filed. Mr. Fujino said that
whether dormant patents become an issue is a thing of the past, and
the issue now was whether the technology that companies want to
sell fulfill market needs. Therefore, there are heightened expecta-
tions for new technology and niche technology that meet market
needs.

A participant asked whether technological assessment or market
assessment is used in considering a possible litigation, the chance
of winning the litigation, or the strength of the right to exclude. Mr.
Hunsley said that in considering litigation risk, a company has to
look at its own position and the territories in which the litigation
would occur. He said that his company had a lot of comprehensive
tools to identify these areas, but they are only as good as the model,
and it is important to realize what litigation means and to examine
the costs involved in staying or getting out of litigation. Mr.
Wootten said DeltaTech looks at the patent in both the technologi-
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cal and market assessments and then decides whether the patent
has a strong position or not.

In closing, Mr. Wootten said that Japan can be invigorated, not-
ing that the experts in the audience could play a role in promoting
technology transfer. Mr. Hunsley said that one of the things he
likes about Japanese companies is that their approach is meticu-
lous, and said that he respects the high standards that are adhered to
by Japanese companies. Mr. Fujino said that from the discussion, it
appeared that the environment for patents and IP is changing and
the future trend will involve professionals that are acting as inter-
mediaries earning greater recognition.

(Session BS5 closed)
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[B6]

“IP and Innovative Technologies - Biotechnology”

Moderator
Hiroshi Akimoto, Takeda Chemical Industries, Ltd.

Panelists

Koji Nishio, Fujitsu Research Institute

Thomas Zindrick, Amgen Inc.

Masao Haruna, Chugai Pharmaceutical Co., Ltd.

Hiroshi Akimoto, Takeda Chemical Industries, Ltd., the
moderator, said that this session would discuss the current situation
of IP in cutting-edge biotechnology, especially protection of IP
right and utilzation of IP licensing

Koji Nishio, Fujitsu Research Institute, said that an analysis
of R&D expenditure shows that industrial R&D accounts for a
much larger share in IT compared to biotechnology. The Japanese
government has singled out biotechnology as the most important
field of technology and R&D expenditures in universities and pub-
lic research institutions (PRI) are rising. A look at external expen-
ditures in R&D by pharmaceutical companies demonstrates the dif-
ferences in proportion held by the national universities and national
research institutions, special corporations, non-government entities
and foreign entities. In particular, expenditures abroad account for
a significant share, and external expenditures to universities and
public research institutions are increasing.

There are several types of alliances between universities and
industries. For example, alliances between universities and PRI
come in the form of contract research, grants and endowments,
contributory lectures and research divisions, and technology licens-
ing. There are also alliances in the form of start-ups based on the
results of research, as well as alliances between faculty and
researchers.

The number of joint R&D with industry and national universi-
ties is rising overall, with biotechnology accounting for the greatest
share in 2001. Pharmaceutical companies are becoming more
active in contributing lectures and research divisions at national
universities. They also provide the financial backing in such
endeavors. However, Mr. Nishio noted that donations to lectures
do not necessarily guarantee either returns or technology transfer to
the pharmaceutical companies, but this type of collaboration is
meaningful as information can be swiftly obtained.

There are more than 300 biotechnology companies.
Biotechnology companies and pharmaceutical companies often
form alliances. For example, AnGes MG. has collaborated with
Daiichi Pharmaceutical Co. and Seikagaku Corporation. In another
example, the Institute of Medicinal Molecular Design has collabo-
rated with IBM Japan.

A survey of the degree of involvement by faculty members who
provide core technology revealed that between October 2001 and
March 2002, eight out of 32 faculty members (who also serve as
board members in biotechnology companies) did not have any
inventions, and there were at most ten cases of invention by faculty
members. Three-fourths of the applications were filed by compa-
nies, most of which were pharmaceutical, and four percent of

applications were filed by the inventors themselves. Furthermore, a
survey of 133 independent biotechnology companies established
between 1990 and 2001 showed that 402 applications were filed by
76 companies during this period.

There are a number of issues that need to be tackled in order to
promote alliances in biotechnology. In alliances with universities, a
factor to consider is the effect of national universities becoming
independent administrative organizations and having their own
patent and/or technology transfer policy. Unless the traditional way
of dealing with inventions at universities is overcome, it would be
difficult to protect technology and products by strong IPR.

Thomas Zindrick, Amgen Inc., said that his company was rel-
atively young company that has become the world’s largest
biotechnology companies with more than US$8 billion in revenues
in 2003. Amgen does not expend its budget for basic research;
rather, it is involved in licensing and partnering transactions that
can generate revenue, validate scientific efforts, build expertise and
share development risk. Amgen’s R&D collaboration has included
sources such as NPS, NIH, Biovitrum and Tularik.

Amgen makes licensing a priority. The company has an experi-
enced, focused team of licensing professionals, and its competitive
advantage is gained by its speed and efficiency. Mr. Zindrick said
that in order for licensing to succeed, partners need to have a
shared understanding of expectations and goals. Amgen’s general
product criteria include a well-validated target, good IP position,
and the potential to significantly improve the lives of patients.

In addition, Amgen prefers a staged review in understanding the
opportunities of licensing and to determine whether or not it is a
strategic fit for Amgen. The company’s evaluation seeks to under-
stand the opportunities and determine if it is a strategic fit for
Amgen. Amgen evaluates the practical application of licensing
before it makes a commitment. Although the risk reward is not
determined by a single factor, one non-negotiable requirement in
decision- making is that there is a solid IP portfolio.

Amgen has earned a strong reputation as an aggressive enforcer
of its patent and contract rights. For example, the US Court of
Appeals upheld a lower court’s decision that TKT and Aventis
infringed Amgen’s patents concerning erythropoietin. In selecting
the right partners, companies should narrow down their choices to
those that can distribute their products to the market. Furthermore,
a company should decide to collaborate after it has evaluated its
partner’s resistance to risk and financial capability. After a contract
has been signed, confidence building will be key. The best partner-
ships are forged when the two sides share a clear, common vision.
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Masao Haruna, Chugai Pharmaceutical Co., Ltd., explained
that research tools can be patented and will be increasingly impor-
tant in the future. Research tools include genes, gene expression
promoters, gene expression systems and screening methods that
use gene expression proteins. An example of a patent claim is the
use of the X receptor protein to screen a bioactive inhibitor, and the
X receptor protein can be treated as a research tool in this context.

One of the characteristics of research tool patents is that they are
highly versatile. Second, they may be transient in the initial stage
of development research. Third, research tool patents cannot be
substituted. As such, it is difficult to have a design around to avoid
patent infringements. From the patentee’s perspective, one of the
issues is that screening actions will likely to have been completed
by the time the patent is established. Second, there is no basis for
calculating the losses incurred in infringement. The third issue is
that it is difficult to identify the infringers especially in a laboratory
or research institution setting.

From the licensee’s perspective, an issue in research tool patents
is that royalties demanded may be enormous as they will be based
on future sales. Second, there is a risk that licensing requests will
be rejected if the patentee is a competitor. The results of these
issues lead to disrupted patent licensing as well as hindered medi-
cine development.

A solution may be to restrict the right of use (to establish a
scope where the patent cannot be exercised and annul the right of
injunction in accordance with Article 69 of the Patent Law) and
develop a patent licensing system. Members of this license system
should register their patents, which should then be publicly
released for licensing. The issue should be resolved by restricting
the right of injunction by members and granting licenses after an
appropriate royalty is paid. A further solution may be to establish
an arbitration panel, approve patents at an early date and recover
the compulsory license, as stipulated by Article 92 of the Patent
Law.

Discussion

Mr. Akimoto asked how patents that present obstacles in the
research stage are dealt with in alliances and product development
(patents that are not directly related to the product) and what hap-
pens when licenses cannot be obtained. Mr. Nishio responded that
the issue should essentially be resolved between the parties
involved. In other words, the patentee and the licensee, and the
patent system exist to ensure harmonization with other industries.
Mr. Zindrick said that if Amgen faces a research tool patent, it
determines the validity of the patent first, and Amgen can approach
the license holder as a contribution. Amgen tries to resist royalties,
although it occasionally asks for small annual fees.

Q&A

A participant from Kyushu Technology Licensing Organization
(TLO) said that research tool patents originate from universities.
Noting that there were inventors that have doubts as to whether or
not to apply for patents, given the cost, the participant asked which
areas require patents. Mr. Akimoto answered that biotechnology
and cell fusion are areas that need patents. Mr. Nishio said that uni-
versities need to consider how much budget they have as well as

the importance of the technology. Mr. Zindrick concurred, saying
that unless there is a fundamental improvement in the way the tech-
nology is advanced, the cost-benefit analysis will show that the
expense is not worth it in many cases. According to Mr. Zindrick,
it is said that biotechnology companies use their resources for three
purposes: 1) to pursue science, 2) to raise profits, or 3) to save
patients’ lives. He said that Amgen likes to think that it falls into
the third category. Mr. Haruna said he believed the research tools
that were worth patenting should be patented in the US, taking into
account the market size and technology.

A participant asked about different approaches in non-confiden-
tial areas of information exchange. Mr. Zindrick said that at the
non-confidential level, Amgen looks for such information as the
mode of treatment. A participant further asked whether it was diffi-
cult to exchange enough information in a professional situation
since she thought that Western society separates the public from
the private more than does Japanese society. Mr. Zindrick respond-
ed that exchange in the US does tend to be more formal compared
to what occurs in Japan and that Amgen does not correspond by
phone or fax in order to avoid misunderstandings. A participant
then said that in regard to a shared vision, she thought that informa-
tion exchange between public sector entities and information
exchange involving private sector entities would be different and
asked how information would be handled in a case involving pri-
vate sector entities. Mr. Zindrick replied that at the university level
and with public sector entities, very little trade secret information is
shared. Amgen finds that the common vision between parties is
developed after freer discussion has been made possible.

A participant asked the panelists how they responded when they
were contacted by inventors who wanted to use research tools. Mr.
Zindrick said that this was one of the toughest challenges and Mr.
Haruna concurred in this regard. Mr. Haruna said that he found out
that in Japan, if the granting of a patent is only publicized, then the
tendency is for the wait-and-see approach to be taken. Once a tech-
nology is patented, however, there are no alternatives except to go
into licensing, so it depends on whether or not the patent has been
filed. Mr. Nishio referred the participant to a corporate survey con-
ducted by the Japan Bioindustry Association (JBA) that showed
figures before and after research was done on patenting.

A participant talked about a newspaper article he had read on the
development of an avian flu vaccine, which also made reference to
the possible development of a SARS vaccine and HIV/AIDS vac-
cine. He asked how these diseases could be dealt with in a way that
would benefit patent holders, as well as the people in developing
countries who are afflicted with the diseases and the public at
large. Mr. Haruna said that by nature patents fulfill two func-
tions—they can generate profit, or inhibit competitors. He said the
situation was that many developing countries are unable to pur-
chase essential pharmaceutical products because of patents.
Meanwhile, there is also a global trend whereby drug patent rights
are not exercised toward developing countries. In the Japanese sys-
tem, a compulsory license is applied to patents of public interest in
accordance with the Patent Law. On a similar note, Mr. Akimoto
said that only five percent of drugs to treat HIV/AIDS go to the
patients that really need them, and 95 percent go elsewhere.
Therefore, developing infrastructure is important to ensure that
those who need the drugs will be able to obtain the drugs. Mr.
Zindrick spoke of the anthrax scare in the US when manufacturers
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were unable to meet the demand for the vaccine. He also noted that
monitoring funds and distribution could help to cope with the situa-
tion where only five percent of the assistance reaches patients.

A participant asked Mr. Nishio whether or not patents, which
should be jointly filed through the TLO but are independently filed,
should be returned. Mr. Nishio said that before this was not a sig-
nificant issue.

In closing, Mr. Akimoto said that there were a number of chal-
lenges that remained and that it was important to note that licens-
ing, patent law and biotechnology will become more important in
the future. For example, microparticles had never imagined as
something that could be patented, but now they are. Mr. Akimoto
expressed his hope that the solutions to the remaining issues would
be beneficial for all humankind.

(Session B6 closed)
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“Provision of Employee Inventions and the Issue of
Ownership: Who Owns Intellectual Property?”

Moderator
Akimitsu Hirai, Lexwell Partners

Panelists

Toshiya Watanabe, The University of Tokyo
Zenichi Kitao, Omron Corporation

AKkira Yamada, Kansai TLO

Heinz Goddar, Boehmert & Boehmert
Kenichi Kumagai, Kyushu University

AKkimitsu Hirai, Lexwell Partners, welcomed the panelists and
participants to the workshop W1 session and gave a brief self-
introduction. He explained that the workshop would discuss
employee inventions, which is currently a hot topic. There are a
number of court rulings pending concerning employee inventions
and the theme is a most timely one for discussion. Mr. Hirai pro-
vided a brief overview of the workshop proceedings and introduced
the five panelists, all of whom are experts in their field. He urged
participants to be active in posing relevant questions to panelists in
order to facilitate discussion in the latter half of the workshop. He
asked the panelists to provide their presentations.

Toshiya Watanabe, The University of Tokyo, explained that
he used to be a researcher at a private-sector company, before join-
ing the University of Tokyo. He had been involved in basic
research activiites that resulted in commercialized products, and it
was very satisfying for a researcher when the research becomes
commercialized. He was also involved in the invention of a tech-
nology known as a photo-induced hydrophilic surface, and this
technology was successfully patented and has been highly evaluat-
ed in industrial circles.

The commercialization of technologies is important for the uti-
lization and dissemination of technologies. A company’s invention
policy has an impact on commercialization and licensing. There are
diverse situations in which inventors are working for companies.
Inventors may be working for a large company, a small or medium
enterprise (SME), or a start-up venture. They may be involved in
basic research or development. Different situations may result in
different contribution levels of inventions. They also differ among
different organizations.

Universities and academic institutions are also required to take
up the issue of invention. Contribution to society represents a third
mission for universities, and the incorporation of national universi-
ties and IP management by each university is an important issue to
consider.

Prof. Schmidt from a university in Germany has provided a
Pyramid Route Map for the process from research and develop-
ment to production and sales. Prof. Schmidt has attempted to
explain the process of invention and innovation at universities and
the time required to bring such inventions to the market. A problem
that has been encountered is the time that is required for universi-
ties to bring a product to the market, sometimes in excess of 20
years, and there is a risk that patent validity could expire during

this complicated and time-consuming process. It would be useful to
provide researchers with incentives at universities in order to facili-
tate the invention process.

If technology innovation and invention were to become more
entrenched, intellectual property alone would not be profitable for
a company. There should be a combination of licensing and distrib-
ution in order to maximize profitability. Sometimes, however,
inventions are not used at all, with research activities being under-
taken to preempt rivals only, and not for commercial gain.

There are two ways to look at the issue of incentives for
investors. The first is the issue of Sect. 35 of the Patent Law. There
is often a gap between wages for company-employed engineers and
individual pioneer inventors. On average the company reward for
inventions in Japan is quite high compared to other countries, but
the question in Japan is how to reward outstanding inventions
rather than just average inventions. Scientific fields tend to provide
higher rewards.

The mobility of researchers and an end to lifetime employment
are other issues to consider in Japan. A permanent employment
system is important as a means of facilitating innovation and
invention, however there is an irreversible trend towards labor
mobility in Japan.

From now, it will be important to allow diversity and mobility in
the system of innovation in Japan. There is a need to revise provi-
sions for employee inventions and engage in discussions of total
management for investors. These issues are being discussed in the
Industrial Structure Council. It will be important to maximize man-
agement resources and inventions in the future and resolve issues
of rewards and incentives for outstanding and average inventions.

Mr. Hirai mentioned that patent technology is a part of a larger
matrix that exists and it is important to recognize this fact and con-
sider overall management.

Zenichi Kitao, Omron Corporation, noted that 60 percent of
participants at the workshop were from corporate backgrounds and
would therefore be familiar with the development process and the
compensation that can be collected from the licensing process. On
the issue of employee inventions, a survey conducted by the
Institute of Intellectual Property showed that in large companies,
almost 100 percent of employees own their own intellectual prop-
erty, whereas this proportion decreases in smaller companies. In
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addition, whereas 74 percent of large companies paid rewards for
invention, 80 percent of SMEs did not.

Concerning internal rules for incentives, there are generally
three types: (i) high incentives depending on corporate results
achieved; (ii) incentives developed through internal achievement
rankings; and (iii) incentives provided in forms other than pecu-
niary recompense. Many companies are currently in the process of
revising their reward scheme for inventions, but these three cate-
gories are generally the current norm. One example of the third
type of incentive is the “Dual Ladder” system of 3M.

From a researcher’s point of view, monetary compensation is
not a fundamental incentive. Researchers are being driven by the
knowledge that their invention may help society, and the company
should therefore acknowledge that there is a social aspect to inven-
tion activities and incentives. Remuneration for inventions are cur-
rently also the subject of litigation in a number of cases, and the
decisions to date have been somewhat erratic, perhaps as a result of
Sect. 35 of the Patent Law. Questions that arise include profit that
should be received by the company and the degree to which the
company itself has contributed to the realization of the invention.

Issues arising from the perspective of industrial competitiveness
include the increase in corporate disputes and the undermining of
industrial competitiveness caused by Sect. 35 of the Patent Law. It
is unlikely that the number of lawsuits will reduce in the future.
The ideal implementation for Sect. 35 of the Patent Law would
respect the status of the inventor in law. From the viewpoint of the
international competitiveness the laws and regulations concerning
invention incentives and competitiveness require constant monitor-
ing and revision.

AKkira Yamada, Kansai TLO, posed the question of who owns
inventions at universities. He mentioned the issue of Sect. 35 of the
Patent Law, concerning ownership. Appropriate remuneration is a
large issue in the corporate environment, but at universities, owner-
ship of inventions is a more significant issue. With the exception of
inventions that are realized through the provision of special funds
from government or university for a specific purpose, all IP at uni-
versities is the property of individual professors, and 85 percent of
all IP is privately owned at universities. An issue for the future is
the conversion of IP rights from “individual” to “organization.”
The social contribution of universities has been emphasized recent-
ly and the effect leveraging of IP invented at universities should
take place while the universities are required to protect and manage
IP themselves. It is appropriate to make it a general rule that IP
rights belong to universities. Specific regulations concerning IP
ownership at universities need to be created.

The merits of converting IP rights to the “organization” for uni-
versities include the enhanced accountability of research activities,
an increase in transparency of technology transfer, clarification of
ownership rights, the dissemination of technology and a contribu-
tion to enhanced profitability in some cases. In the case of universi-
ties, the merits are further enhanced, particularly in terms of earn-
ings.

The demerits of converting IP rights to an ‘“organization”
include responding to issues that arise when the university becomes
the owner of IP, and the possibility of increased “vanity patents.”

Demerits faced by companies include deterioration in freedoms
through jointly-owned patents with universities. In addition, if non-
exclusive execution becomes the norm, businesses may no longer
be able to obtain a monopoly on IP. The demerits facing TLOs
include possibility of constraints increasing on technology transfer
activities. Individuals, companies, universities and TLOs alike all
face a variety of issues concerning IP. Universities must work
together with TLOs.

Heinz Goddar, Boehmert & Boehmert, spoke on the issue of
the present and future of Employee’s Invention Law in Germany as
a model for Japan. In Germany there are about 100,000 technical
inventions coming out of the country each year. 90 percent of those
inventions are employee inventions, and 0.3 percent of these inven-
tions are submitted for mediation each year, only about 300 cases.
Only 30 of these cases go to court. The system in Germany, there-
fore, is one that has been proven to work efficiently. One issue
however is harmonization of IP-related laws of Germany with the
EU, and it is the case that the EU laws have moved to resemble
those that exist in Germany.

There is no similar article in Germany’s Patent Law to Sect. 35
of the Japan Patent Law. In Germany, the fundamental stance is the
IP is the property of the individual. The German law however cov-
ers on technical inventions, with other inventions being dealt with
through private arrangements between employee and employer.
Students at universities however are not considered employees of
universities and inventions of universities become free inventions,
which the student is able to take and sell to other organizations.

Although inventions belong to employees, the employee must
notify the employer of the realization of a service invention. The
company must then establish whether the employee wishes to
establish ownership. The company has four months after the appli-
cation of the employee to claim unrestricted ownership of the
invention and after this time the invention becomes a free invention
and under the sole ownership of the employee. The employer is
obliged to protect the invention once ownership has been acquired.
The employer is also obliged to provide the inventor remuneration
for their invention. Remuneration is usually calculated through a
license analogy, including royalty rates, share factors, or on a
decreasing scale based on turnover.

In the future it is expected that the law will be changed to no
longer require the formal claim of the invention. In addition, there
will be lump sum payments to inventors, rather than the current
complicated system of calculation. These efforts are expected to
drastically simplify the German Law concerning IP, and result in a
dramatic streamlining. The German arbitration system could form a
useful source of reference for Japan, given its efficiency in avoid-
ing non-litigious solutions to IP-related disputes.

Kenichi Kumagai, Kyushu University, introduced his presen-
tation, entitled “Improvement of the employee invention system.”

In Japan the Industrial Structural Council has been discussing
the issue of revision of the employee invention system and work is
ongoing to revise the system. Although there are only four articles
in Sect. 35 of the Patent Law, this article has caused particularly
thorny issues. A further issue is the reserved succession of rights,
where the provision of Sect. 35(2) should be maintained, and
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reserved succession of rights should be granted to employers.

With regard to decisions on remuneration, if the remuneration
has not been unreasonable in consideration of difference in the
position of employers and the employees, the decided remuneration
should be respected. If the decision of the remuneration is unrea-
sonable, the employees should be granted a right to demand such
remuneration. The procedural aspects of remuneration should be
emphasized in any revisions to the system. As to what constitutes
“adequate remuneration”, the provision of Sect. 35 (4) should be
more clearly expressed to enable consideration of the broader cir-
cumstances in deciding legally “adequate remuneration.”

Ultimately, concerning the scope of application of employee
invention system, any amendment to Sect. 35 should exclude addi-
tional provisions on the succession of rights in foreign countries
concerning employees’ inventions and “remuneration” for it. Any
provision for short-term extinctive prescriptions of the right to
demand “remuneration” should not be placed in a revised version
of Sect. 35.

This is not just an issue of the employee invention system alone,
although the impact on that system will be considerable. It should
be understood as part of an overall patent law, including copyright
and other rights, in both companies and universities. The owner-
ship of rights has been dealt with in terms of patents, but in prelim-
inary processes concerning rights, the question of universities and
whether they should be able to own rights is an important one to
consider. The attribution of know-how and expertise is also another
issue that universities should be expected to take up in the near
future.

Coffee Break
Discussion

Mr. Hirai began by a brief overview of the presentations that
had been heard in the first half of the workshop prior to the break.
He explained that discussions would begin with a panel discussion,
which would be opened to the floor for discussion afterwards. Mr.
Hirai identified three themes for discussion. The first theme is revi-
sion of Sect. 35 of the Patent Law, and the report by the Industrial
Structure Council contains various issues for discussion. The sec-
ond theme is what can be done on the part of universities and busi-
nesses, and how work rules can be established at universities and
TLOs, including the creation of employment invention rules. The
third theme is ideal situation for the future.

With regard to the report of the Industrial Structure Council, Mr.
Hirai asked for comments and opinions from the panel.

Prof. Watanabe stated that issues including inventors, businesses
and universities must agree on certain processes as outline in the
report. It is likely that ultimately a set of guidelines will be set out
for employment innovation. Adequate remuneration must also be
calculated, and consensus was reached on this issue. Consensus on
the issue of risk is also important.

Mr. Hirai asked a question concerning the report by the
Industrial Structural Council and the creation of guidelines by the
Patent Office. A member of the Patent Office explained that the

Patent Office is taking in a variety of viewpoints in the process of
formulating guidelines.

Mr. Kitao stated that many corporations have in-house systems
for employee inventions that already assume a new version of Sect.
35 of the Patent Law. Omron is in the electrical sector and its
patents alone cannot be profitable, in contrast to the profitability of
patents alone in the pharmaceutical sector.

Mr. Hirai acknowledged that the difference between industries
and sectors was a very difficult issue and asked if separate guide-
lines should be created for each industrial sector. The participant
from the Patent Office responded that it was currently difficult to
make any specific points.

Mr. Mifune from UFJ Research Institute stated that the concept
of remuneration is wrong. He pointed to the word “reward” used
by Mr. Kitao in his presentation. The current situation is that
employees are given an “award” in part of their individual salaries
as part of their standard remuneration.

Prof. Kumagai stated that the employee invention system would
ideally include a mediation system.

Mr. Goddar stated that systems in the UK, the Netherlands and
other countries were similar to the Japanese system, in that the law
stipulates in very general terms that employees should be especial-
ly awarded or remunerated. He recommended that an ideal system
would be for a US-style system, whereby remuneration packages
are decided individually between employee and employer. If the
general stipulation remains in law, then Mr. Goddar recommended
the formulation of guidelines, in order to avoid the creation of an
overly-litigious system.

Mr. Hirai acknowledged that a possible solution would be to
delete Sect. 35 completely, or, on the other methodological
extreme, to stipulate in detail and specific terms the method for
determining the size of remuneration.

Mr. Mifune of UFJ Research Institute noted that in the US there
are very few lawsuits concerning employee inventions, even in
such a litigious society as the US. Employees tend only to look at
contributions that are made leading to the realization of the inven-
tion and not the efforts subsequently made by companies to make
the invention commercially viable.

Prof. Watanabe stated that due to the difference in working envi-
ronments between Japan and the US, even if Sect. 35 were to be
deleted entirely, there would still be litigation in Japan. From the
perspective of patent licensing, it is important to look at future
potential profitability.

Mr. Hirai pointed out reference to “unreasonableness” in the
Industrial Structure Council’s report, asking what kind of judgment
criteria would be required to judge what was unreasonable or not.

Mr. Kitao stated that from the company perspective the wording
in the Council’s report concerning “unreasonableness” was a cause
for concern. He stated that OMRON has a remuneration system
that is open to the outside and urged other companies to engage in
disclosure activities.
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Mr. Hirai referred to criteria referring to remuneration levels and
the opportunity for employees to make objections to the remunera-
tion offered by the employer. Information disclosure is therefore
already a possibility in the corporate sector with trade unions, but
this would be difficult in universities. Mr. Hirai asked how a uni-
versity could respond to this situation.

Prof. Kumagai explained that after 1 April this year, it would be
possible for universities to form similar in composition as trade
unions, which could be active in seeking remuneration for employ-
ees, or researchers/students in the case of universities. He stated
that it would be important to make improvements to the current
system, including Sect. 35, with the aim of decreasing the number
of lawsuits, and arrive at minimum criteria on which consensus
could be achieved.

Mr. Hirai moved on to discuss the next point, concerning the sit-
uation after the amendment of Sect. 35.

Mr. Kitao stated that in cases of lawsuits, very often the plain-
tiffs are not seeking financial remuneration, but improvements to
the invention system. It is important to consider the human
resource system of companies also. The number of patents may be
high, but this may not reflect the actual treatment of inventors.
More companies are now stressing the importance of know-how in
addition to patents.

Mr. Hirai suggested that both soft and hard aspects of the issue
required improvement. He suggested that while the hardware
aspect could be solved through guidelines and other efforts, but the
solution of soft issues was more problematic.

Mr. Tsukita from Kyushu University noted that in the past the
engineers enjoyed a high level of remuneration, but in recent years,
the remuneration of engineers has fallen considerably behind other
professions and industrial sectors. With regard to universities, he
added that issues of funding arise when inventions become the
property of companies.

Mr. Yamada stated that if the Patent Law were to be amended,
universities could be incorporated into the law, and this would
require universities to tackle the issue in greater depth. He stressed
that some universities already have systems for invention in place
and have created TLOs to deal with invention, patent and licensing
issues. The issue that remains is how universities and TLOs can
cooperate together. TLOs could introduce interested businesses to
universities.

Mr. Hirai explained that he had been involved in the compilation
of employee invention rules at Tohoku University, in which the
inventors are given the opportunity to object. He asked about the
creation of invention rules at universities in Germany.

Mr. Goddar responded that universities across the board have
had to establish TLOs, either individually, or collectively. All uni-
versities in Germany therefore have a TLO and 30 percent in royal-
ties from inventions must be forwarded to inventors. However,
only the pure profit that comes to the university is required to be
shared with the inventors. Mr. Goddar averred that in several years
time all TLOs in Germany would be independently run and most
payments would be made on an independent basis.

Prof. Watanabe stated that the timing of the revision of the law
was making the job of universities very difficult. The US-method
may be the simplest method of dealing with employee inventions.
Inventions at universities require handling according to certain
norms and rules.

Mr. Hirai raised the issue of students and the possibility of
applying reserved succession rights. Prof. Kumagai responded that
the current Sect. 35 does not make any allowance for this right.
Concerning know-how and copyright, he pointed out that these
laws do not necessarily apply to universities and must be dealt with
through individual agreements.

Mr. Hirai moved on to discuss the future modalities for the
employee invention system.

Mr. Kitao stated that from a company perspective, an arbitration
system for disputes concerning inventions could be established
internally. Some companies are considering the possibilities for
such arbitration. It is important to consider labor laws and the trade
unions also.

Mr. Goddar expressed the opinion that an internal corporate
arbitration system would be possible, but would probably not do a
better job than the currently existing centralized system, and would
rather result in an increased role for corporate trade unions in
remuneration-related arbitration. The current centralized system in
Germany enables a system of arbitration that removes the involve-
ment of trade unions.

Q&A

A participant from the Japan Patent Office stated that in Japan in
general the internal arbitration system is working to prevent cases
being brought to court, and no comment could be made concerning
the establishment of an organization for arbitration within the
Patent Office.

Mr. Hirai pointed out that arbitration is only one alternative for
the future.

Mr. Kitao asked when the revised Patent Law would be applied.
He stated that the law was likely to be practically applied in ten
years time, and urged for retroactive application in order to facili-
tate changes to the system and reduce the number of litigation.

Prof. Kumagai stated his belief that there are currently no con-
tradictions between the new law and the existing law and practical-
ly speaking there should not be a significant impact with the transi-
tion to the utilization of the new law.

Mr. Murayama of Nikkei Business Publications (Nikkei BP)
stressed the importance of providing incentives to researchers, not-
ing this was essential to increase productivity and competitiveness.

Mr. Kitao stated that the problem in employee invention system
was not one of a clash between employer and employee, and a
motivational system to provide incentives to researchers was a
pressing issue as a means of achieving high-quality research work
and concrete results.

208 International Patent Licensing Seminar 2004



Mr. Hirai stated that there are many inventions that contribute
only very insignificantly to company profits, but there are a few
inventions that contribute enormously to profits, and incentives and
remuneration for these need to be distinguished and reconsidered.

Ms. Sugawara from Tohoku University stated that the employee
invention system and patent-related systems had been in operation
in the United States for 15 to 20 years. In the case of Japan, it is
unlikely that the US-style system would work efficiently in its
entirety. In the case of Japan it would be ideal to pick up aspects of
different systems, in order to create a Japanese-style system.

Mr. Hirai concluded the workshop by stating that companies
comprise a diversity of people and technologies, making across-
the-board decisions difficult with regard to employee inventions.
Corporate principles and behavior also need to be taken into con-
sideration. In the case of universities there is a certain level of inde-
pendence on the part of university professors that requires consid-
eration, and provisions need to be developed to provide adequate
remuneration to university professors. It will also be important to
revise Sect. 35 of the Patent Law, although this would be a starting
point for reform of the employee invention system, rather than a
panacea. It is true that the revised Law does not really contain
answers to the all questions, and that the posture of seeking for the
answers by oneself is important. Mr. Hirai thanked all participants
and closed the workshop.

(Session W1 closed)
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[w2]

“Current Status and Issues Surrounding Universities: Ideal
Form of University-Industry Collaboration”

Moderator
Akio Nishizawa, Tohoku University

Panelists

Kathleen Denis, The Rockefeller University, President of LES USA/Canada
Patricia Harsche Weeks, Fox Chase Cancer Center, President of AUTM

Takashi Sawai, NTT Advanced Technology Corporation
Toru Tanigawa, Kyushu University

Commentatators
Masahiro Hashimoto, METI
Satoshi Tanaka, MEXT

Akio Nishizawa, Tohoku University, welcomed the panelists
and participants to the workshop W2 session and gave a brief
overview of the workshop. He explained that as a person who used
to work in the private sector, he realizes that there are challenges
for both industries and universities regarding collaboration. When I
was involved in joint development work, professors were often
late, but this is something that would not be tolerated in companies.
When people in companies speak, they speak on behalf of the com-
pany, and this is not always the best attitude. Today, I would like to
solicit frank and honest comments from all of the participants.
University-industry collaboration should be done in a holistic man-
ner rather than at individual universities, and Japan should learn
from the United States about collaboration and follow through with
definite action. Mr. Nishizawa briefly introduced the panelists and
asked them to give their presentations.

Kathleen Denis, The Rockefeller University, President of
LES US, began by pointing out that industry-university collabora-
tion is a subject that is talked about extensively in the United
States. Industries and universities need to build relationships and
be understanding much in the way that a people within a family
are. I am from The Rockefeller University, but I am representing
industry today.

These are the conflicting values and common interests of univer-
sities and industry. Knowledge is for knowledge’s sake on the uni-
versity side, but knowledge is managed for profit on the industry
side. Universities emphasize academic freedom and open dis-
course, but confidentiality and limited public exposure regarding
new technologies is important for industry. The common goal of
both universities and industry is the commercialization of new and
useful technologies.

According to an AUTM survey of 175 US and Canadian univer-
sities, for research hospitals and institutions regarding sponsored
and collaborative research agreements, almost $3 billion was spent
in industrially funded research in FY1999 and 2000, up 13 percent
from 1998.

Reasons that industry wants collaboration with universities
include: specific projects need to be done and universities have the
talent, equipment, time, and people; there is further development of
a university technology in which a company has interest, an option,
or a license; desire of a window into a professor’s work and aware-

ness of new development; true collaboration in which industry and
universities work together on different parts of an idea; and there is
publicity, goodwill, and access to graduates. It is very important for
a company to know the reasons why it is going into collaboration
with a university.

Reasons that universities want collaboration with industry
include: money to support projects and students; access to compa-
ny’s equipment and data; access to the “real problems” of compa-
nies; companies will develop products for the public good; true
collaboration in which universities and industry work together on
different parts of an idea; there are opportunities for graduates to
find jobs; there are opportunities for faculty consulting; and good-
will.

These objectives are reasonable, but may be incompatible with
each other. The first and most important secret of success in collab-
oration is to know in advance why one is entering the collaboration
and what one is hoping to get out of it. Everyone involved in the
collaboration must understand these two things.

The university culture is defined by societal responsibility,
open-ended goals, research, a long-term perspective, and a struc-
ture based on individuals. Industry culture, on the other hand, is
defined by proprietary responsibility, specific objectives, develop-
ment, a short-term perspective, and a hierarchical structure.

The major frustrations in negotiating research agreements
include the task statement and “performance to task,” confidentiali-
ty and publication, and intellectual property. A representative from
industry must keep constant communication with a university. On
the university side, the investigator is the key. The investigator
must “buy in” to the company’s objectives and see it compatible
with his or her research and personal objectives. On the industry
side, the company must have a project champion with influence in
the company, especially if all the work is done at the university.
Communication must be personal and frequent, and one must not
be held back by the travel time and budget.

Some practical compromises in publication and confidentiality
are that universities will not publish industry-confidential informa-
tion and industry will have time to look at the proposed publication
and identify patentable items, and the patents can be filed before
publication.
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The current practice of many universities regarding intellectual
property rights is that the university owns the patents and gets a
choice of a nonexclusive license at a low royalty, a royalty-bearing
exclusive license, and a waiver of rights for a share of the universi-
ty’s licensing revenue.

Some ways for reducing pitfalls and maximizing benefits
include establishing mandatory company policies on initiation and
conduct of collaborations, management review and sign-off on all
collaborations, appointing an experienced project manager who is
known for protecting IP, and legal review and contract negotiation.
Regarding legal review, it is important to know all of a university’s
policies, and universities should publicize these policies through
the Internet or other means. Industry licensing executives should
remember that universities have legal constraints.

Universities need to maintain scientific integrity and academic
freedom, preserve tax exempt status and public trust, and protect
endowment and liabilities. Key university concerns include limit-
ing the conveyance of confidential information from companies,
limited restriction on publication rights, indemnification and insur-
ance, not giving a warranty, rights to improvements and new
inventions, and diligent development.

University technology managers should remember that industry
will be intolerant of “academic” non-businesslike practices.

We need to work together in an effective, productive manner to
achieve success.

Patricia Harsche Weeks, Fox Chase Cancer Center,
President of AUTM, thanked Mr. Nishizawa and the other orga-
nizers for a productive conference. An essential element regarding
industry-university development is building relationships. We are
after all, individuals working toward common goals. This presenta-
tion will cover techniques for negotiation.

Negotiation is a back and forth communication designed to
reach agreement when you and the other side have some interests
that are shared and others that are opposed. The academic and
industry relationship includes both shared and opposed interests.
There should be individuals on each side who explain the views of
the two parties in a non-confrontational way.

In addressing the differences between the thinking of the acade-
mic and industry side, it is important for the sides not to take fixed
positions. Egos should not be part of negotiation. Negotiation
should be the product of a wise agreement, it should be efficient,
and it should improve or at least not damage the relationship
between parties. The outcome that we want is always a “win-win”
situation.

The traditional method of bargaining is positional bargaining.
This includes soft and hard approaches. Soft approaches include
making concessions, being soft on the people and the problem,
changing your position easily, making offers, disclosing the bottom
line, accepting one-sided losses, searching for the single answer,
insisting on agreement, avoiding a contest of will, and yielding to
pressure. Hard approaches include demanding concessions, being
hard on the problem and the people, digging in your position, mak-
ing threats, misleading other as to your bottom line, demanding

one-sided gains, searching for the single answer insisting on your
position, trying to win a contest of will, and applying pressure.
Neither of these methods work, and when one side feels like it lost
during the negotiations, there will never be a positive result.

The alternative, principled negotiation, involves focusing on
basic interests, satisfying options, and fair standards, and separat-
ing the people from the issue. Separating the people from the issue
involves participants seeing themselves as working side-by-side
attacking the problem or issue, not each other. Paying attention to
the underling concerns of the parties rather than the positions is
very helpful.

We need to think in terms of human characteristics such as per-
ception, emotion, and communication. Putting oneself in the other
party’s shoes and seeing the situation as the other side sees it is a
good way to do this.

It is vital to focus on interests not position. A negotiating posi-
tion often obscures what you really want. Compromising between
positions is not likely to produce an agreement which will satisfy
either side.

Before trying to reach agreement, one should invent options for
mutual gains. Set a designated time within which to think up a
wide range of possible solutions that advance shared interests. Be
hard on your interest and not on the people. Also be aware of how
immersed you are in the mentality that “this is the way we have
always done it.” It is also essential to use objective criteria such as
standards of fairness, efficiency or scientific merit, independent of
each side’s will.

To conclude, the bottom line for the university is to get technol-
ogy out for society’s use and benefit, receive a financial return to
further research and education, protect the university’s assets, and
protect the researchers’ rights. On the industry side is important to
increase “effective” research dollars by decreasing risk by paying
less money, select technology from broad university research pro-
grams, and decrease risk by obtaining later-stage technology.

In using these approaches to negotiation, university-industry
collaboration goals can be met.

Q&A

Mr. Nishizawa opened the floor to questions about the presenta-
tions.

Mr. Sawai raised a question about the differences between pri-
vate and state universities regarding collaboration. Ms. Week
responded that the difference lies in liabilities. Ms. Denis added
that public universities are often driven by economic concerns such
as starting companies and economic results. Ms. Harsche Weeks
stated that in private universities, there is not pressure to keep new
companies in the local area. Ms. Denis said that one similarity is
that there is state funding for both.

Mr. Ida from Ritsumeikan University asked how licensing fees
are determined, noting that they are generous in Japan and stating
that Japan is in a situation in which it has to change them. Ms.
Denis responded that it depends on the number of companies a
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technology was licensed to and that studies have been done on this.
There is a great deal of risk, so companies should be cautious. If
you are in it for only the money, you will be disappointed. Ms.
Harsche Weeks agreed that technology transfer to companies is
high-risk and stated that it is important to know where the technol-
ogy is in its development cycle. There are ranges of acceptable roy-
alties, but these are only a starting point. Understanding the whole
picture is important. Ms. Denis added that one should know all of
the steps involved and seek a sensible solution.

Mr. Takuzawa, a patent lawyer, stated that the fee should be
determined by the purchaser and asked how one should go about
valuing technology. Ms. Denis replied that when a product is in its
final stages, a value can be assigned because one knows manufac-
turing and other costs. In the early stages, however, there is too
much uncertainty and it is a guess. Holding discussions regarding
price is important. Ms. Harsche Weeks added that one must thor-
oughly understand how fees were set and said that she personally
will not set a rate in the early stages, but only at the end.

Regarding Mr. Ida’s first statement, Ms. Harsche Weeks said
that price is set by both the buyer and the seller, because it is a
market. In some industries, the prices are set, but in others, it is
more complicated. Ms. Denis explained that the majority of leads
regarding technology come from faculty members. Ms. Harsche
Weeks emphasized the value of forming a community and net-
works.

Mr. Mise from Kirin raised a question about the release of confi-
dential information in publications and meetings. Ms. Harsche
Weeks responded that she asks her scientists not to reveal unneces-
sary information. A university researcher must publish, but this can
be delayed, and scientists are generally cooperative regarding this.
Most biotech companies want publication, and they want technolo-
gies in the public arena because of the value of public discussion.
Ms. Denis added that one must be very aware of what is and what
is not truly confidential and that the TLO officers know who can be
trusted regarding information. Ms. Harsche Weeks said that it is
often beneficial to open information for public discussion.

Mr. Nishizawa stated that business must be wise about the man-
agement of information.

Mr. Walsh of the Tokyo University had a question about possi-
ble changes taking place technology transfer in the United States.
How has the behavior of firms and universities changed in
response to the court decision in the Madey case in the United
States? Ms. Harsche Weeks responded that court decision is still
underway and that universities have not taken any steps to inform
their researchers of the change. Ms. Harsche Weeks then added
that she did not believe the court decision would stand. Ms. Denis
explained that nothing really changed after the court decision. A
legislative decision has to be made before anything will change,
and this will not happen for a long time. The few changes that have
been made include universities asking for indemnification.

Mr. Hori of The University of Electro-Communications, asked
about the percentage of lump-sum versus running royalties in the
United States. Ms. Harsche Weeks stated that it relates to the
amount of time certain technologies have been in use. Ms. Denis
added that lump-sum versus running royalties are often used to

share risk between universities and companies. Ms. Harsche Weeks
stated that sometimes, as in the case of the gene-splicing patent,
royalty prices are set low because it is good principle.

Coffee Break

Mr. Nishizawa briefly introduced the presenters for the second
half of the workshop.

Takashi Sawai, NTT Advanced Technology, stated that indus-
try-academia collaboration must take place to improve industry in
Japan. It took 20 years in the United States, but is still underway in
Japan. A solution must be reached quickly. There are two trends in
industry-academia collaboration: (i) to strengthen industrial com-
petitiveness and (ii) to turn national universities into independent
administrative entities. National universities belong to the govern-
ment and therefore have special privileges. This April, however,
national universities will become private sector companies and
changes will take place accordingly. The interest of the universi-
ties, however, will for the most part remain the same. Laws will
apply to every aspect of the universities, and their discretionary
power and responsibility will increase. Companies carry out busi-
ness, so there will be an overlap between universities and industry
regarding the business of new technologies. The interest of indus-
tries is profit, whereas it is knowledge for universities. Bringing
these interests together, thus, is the major issue. Companies have
confidentiality rules, where as in universities, information is openly
shared. There are thus many question marks regarding the future of
many of the different aspects of universities in the future.

University-industry collaboration is a win-win situation in which
universities disperse knowledge and receive funding, and compa-
nies get monetary returns. An important point is how we can share
both academic returns and industrial returns. Universities begin
various types of research, but all of them have different values. The
seeds of research become intellectual property, and companies
match their needs with these seeds. Sometimes these seeds are
developed into products which are profitable for industries and uni-
versities.

Communication is extremely important for both sides, and clear
rules must be established regarding how university-developed tech-
nology is used. TLOs and IP are important issues, and efforts must
be made on the part of universities to promote collaboration.
MEXT feels that patent policies should be flexible.

The IP office should be able to handle licenses which come out
of university research. Flexible agreements must be made, and for
this to be effective, IP officers should be empowered. People also
are a part of assets and these people should have experience and
knowledge of IP management. The challenges going forward
include recruiting IP officers for universities.

Universities should announce and publish their patent policies,
which will be guidelines for industry. Patent policies must be based
on the idea that universities are making contributions to society.
There must be more flexibility in these policies. Private sector
funds as well as public sector funds go to universities for the for-
mation of seeds, and this is the most desirable situation.

Universities have to consider how to make the distribution of
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knowledge and the management of IP compatible. Flexibility is the
key, and it is needed to strike a balance between the different inter-
ests. Both universities and industries must think of other’s
approach to research and the disclosure of information. University
faculty should not be happy with just obtaining funds, but must
think about what businesses want to get out of their technologies.

Toru Tanigawa, Kyushu University, stated that based on his
long experience working at a company, university culture is very
different than industry culture. Representing the university side, I
feel that university-industry partnership is in its infancy in Japan
and universities have not yet had time to establish what this part-
nership should be. I will outline Kyushu University’s approach to
partnership. One of our goals is to be an institution that is respected
by the public.

One aim of universities is social contribution. Japanese universi-
ties rank very low in relation to universities in OECD countries for
the effective application of research. In partnerships with industry,
the research takes on meaning and there will be more of a connec-
tion with the general public. By making more social contributions,
the brand value of the university is increased.

The activities of universities to increase collaboration include
securing IP managers, establishing rules, increasing awareness, and
seeking revenue through joint research activities. Another activity
is to hold seminars and go out and talk to technology managers.
Universities provide services and must therefore fulfill needs.

Kyushu University has organized its IP office as an independent
organization and works closely together with TLOs. Kyushu
University must improve its leadership and has set up an office to
oversee the overall technology transfer process.

Kyushu has a partnership with Shanghai University in forming
collaboration with industry. This partnership is a learning experi-
ence. Companies in Asia are growing and partnerships like these
are investments in future projects with Asian companies. We are
trying to make our resources open to the public so that we can
become a hub for collaboration.

Some problems in university-industry collaboration include
organizational culture and poor communication. To overcome this,
there must be an awareness of social contributions and a sense of
business management. We would like to have more proactive com-
munication with industry, and there must be understanding and
flexibility regarding the budget. We also have to understand each
other’s mutual goals. We would like to have more support from the
government for management of various procedures.

Masahiro Hashimoto, METI, began by explaining that this
year, national universities will become privatized and a system is
being developed for industry-university collaboration. Areas where
work is being done include TLOs and the provision of resources.
METI will ask successful TLOs to train weaker TLOs.

Five or six years have passed since industry-university collabo-
ration began. Japan’s worries are also beyond the beginning stages
and have progress significantly. The Law Promoting Technology
Transfer from Universities to Industry was formed in 1998.
National universities will be turned into independent administrative

entities in 2004. METI believes that university reform is important
for industry-university collaboration, and turning universities into
administrative entities is also of particular importance. The details
regarding university reform are becoming more and more concrete.

This fiscal year METI also plans to promote “super TLOs.” In
FY2004, METI will give support for not only start-ups and over-
seas applications, but also drastically strengthen the technology
transfer system by giving support to TLOs in high-demand techno-
logical fields with strong records in technology transfer in order to
help them supplement the expertise of other TLOs. There are cur-
rently 36 TLOs in Japan.

Some TLOs are based in private universities and others are
based in companies. The overall number of TLOs has been grow-
ing, and license revenues have been growing. There has been sig-
nificant growth during this fiscal year as well. There has been a lot
of discussion on the system of TLOs within universities. TLOs
should be integrated with universities, and whether this can be
done or not will have a major impact on the private sector of Japan.

The difference between external and internal TLO in terms of
expenditures is that university TLOs have more revenue. Internal
TLOs are still under training so they have rather low average rev-
enue. There are classifications on how reimbursement for the intro-
duction of technology is done. Rather than having a universal rule,
appropriate approaches for each case should be taken.

The number of venture companies have been increasing and this
is one of the successes of METI.

Satoshi Tanaka, MEXT, introduced his presentation entitled
“University-Industry Collaboration in the New Era.” National uni-
versities after April must become more independent and learn to
think for themselves on how to collaborate successfully with indus-

try.

The various types of university-industry collaboration include
joint research, sponsored research, technology transfer, start-ups,
subscription, joint education programs, and the mobilization of per-
sonnel. These activities will lead to a reliable relationship between
universities and industry with clear responsibility.

There has been an increase in the number of university spin-offs,
with most of them from national universities. We would like to see
more spin-offs coming from private universities. Most of the ven-
tures are in the areas of information technology and science. The
universities are now in charge of managing their own assets, and IP
offices will take on more responsibility.

Mobility is being enhanced, but only among private sector com-
panies and universities. Inter-sector mobility should be enhanced to
encourage changes on both sides. Regional collaboration will be
the key. The national universities cannot rely on the government
anymore to make decisions regarding patents. Universities must
also promote research, and national universities will have more
freedom and may be allowed to invest in private sector companies.

Q&A

Mr. Nishizawa opened the floor to questions.
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Mr. Tsukita from the Kyushu Institute of Technology raised a
question regarding visiting companies to find out their needs. He
also posed a question regarding the income gap between those who
work in academic fields and those who do not. There is a trend
among students to choose jobs outside the academic field that are
higher paying.

Mr. Tanaka stated that it is hard to know how much information
companies will share with people visiting from universities during
the development process. The reality is that often one’s work does
not lead to commercialization. Mr. Tsukita added that interested
faculty members should work in parallel with companies. After
about one year with a research group, companies become acclimat-
ed with the universities and gradually research themes emerge. We
are also thinking about implementing an approach in which compa-
nies propose topics to the university professors, and the professors
participate in the themes.

Mr. Tanigawa added that at Kyushu University, a liaison team is
sent to companies to find out their needs, and universities should
find out the interests of companies.

Regarding Mr. Tsukita’s second question, Ms. Harsche Weeks
responded that smart people will choose areas where they can be
creative and their creativity can be rewarded, and this is left to mar-
ket forces. Young scientists enter their careers with the knowledge
that their technology will go to the marketplace much faster than it
had in the past. Ms. Denis added that medical school applications
hit a low last year, and that market forces cause things like this to
happen. Universities are an old part of our society and changing
universities too much will be a detriment. Universities will not
become industry, and if they did it would not be beneficial. Ms.
Harsche Weeks explained that incentives and royalties for
investors have increased disclosures and seeking information
should be emphasized.

Mr. Nishio of Fujitsu Research Institute raised a question
regarding universities’ views on bringing people in from the out-
side as administrators, commenting that it was not good to bring in
too many people and asking how this should be dealt with. Mr.
Tanigawa responded that five people had been added at Kyushu
University. These people should be placed in a variety of positions
to gain more experience. People at the IP office are unified in
working toward a common goal.

Mr. Sawai added that research was flexible in the past but now
researchers are looking for a higher percentage of success. The key
is the capability of the private sector to evaluate the researchers.

Mr. Kuwabara, a patent licensing advisor, stated that he visits
300 companies and universities each year and asked what is
expected of a third party in helping the patent process. Mr.
Tanigawa responded that universities lack personnel well versed in
collaboration. Mr. Tanaka stated that there should be 80 coordina-
tors who work at 100 universities. They should aid with university-
industry collaboration and be placed in universities to get an idea
of what is happening there. Basically, the coordinators should do
what university professors and administrators cannot do, and take
on tasks that would not be thought of at universities, such as sup-
port for administrative procedures.

Mr. Nishizawa thanked all participants and closed the workshop.

(Session W2 closed)
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[w3]

“University/TLO Network for Next-Generation Technology

Transfer Experts”

Moderator
Shigeo Hatatani, Tokyo Institute of Technology

Panelists

Norihiro Hirata, Kyushu TLO Co., Ltd.
Masahiro Kawaguchi, Chuo University
Fumie Kawashima, Tohoku University
Megumi Takata, Kyushu University
Toshikatsu Miki, Yamaguchi University

Shigeo Hatatani, Tokyo Institute of Technology, welcomed
the panelists and participants to the workshop W3 session and
briefly introduced the panelists. He stated that he hoped to have a
constructive discussion with active participation from the audience.
Mr. Hatatani gave a brief overview of the workshop, and invited
the presenters to speak. He further noted that in Session Al, it was
expressed that TLOs were divided into three models: a business
model, a service model, and a venture incubation model. The busi-
ness model, he continued, likely applied to Mr. Hirata.

Norihiro Hirata, Kyushu TLO Co., Ltd., introduced his pre-
sentation on TLO networks for the next generation and said that he
would talk about the typical day of a TLO worker. With respect to
my background, after finishing my master’s degree, I went back to
school and got my doctorate in botanical biology. That is when I
met Professor Takata who introduced me to the field of university-
industry collaboration. I left the university in March 2003, and
began working at Kyushu TLO in April 2003. I not only changed
jobs, but I felt that working in this area was my destiny.

I start a typical day by visiting research centers, which do work
in various fields of technology such as dentistry. I am busy in the
mornings, so [ usually give advice to my colleagues and meet fac-
ulty members in the evenings. Before I go to bed, I read my e-mail
and read books on TLOs. I come to Tokyo about twice a month. I
leave Fukuoka in the morning and generally have about five
appointments. It is a very busy day. I will usually spend the night
in Tokyo and the following day I will visit one or two companies to
present prospective technologies that we have.

I changed my job and found a job that I love. I love meeting new
people and learning about new technologies. It makes me very
happy when I can see research results. I find the job very satisfy-
ing.

Masahiro Kawaguchi, Chuo University, began by saying that
after he graduated from Chuo University, he wanted to go out into
the world and see what life was like outside the campus. I worked
in publishing and even though I had had no experience in intellec-
tual property, I was given an IP training course and was right away
put in charge of the IP department. An investors association asked
us to participate in their activities and we received an advisor from
them. We have been involved in joint patents and learned from the
advisor to be positive in our activities.

I am not an engineer, but in terms of university-industry collabo-

ration, I listen to the professors and find out what they are working
on. We utilize the Internet for exposure. We have an IP advisor, but
we have to take the initiative on our own to engage in negotiations
with corporations. We get together often to report the status of
what we are doing. We also make an effort to share information
with young colleagues.

We must go out for information and knowledge, and I have par-
ticipated in various IP training courses and IP group activities.
There are only 100 people in this area at Chuo University, but they
are from a variety of areas making it a strong team.

The driving force for me is competition at the university, and I
believe that this is a very important element. There is a fear of
being fired, especially if you do not have an area of specialization.
I also want to work at a university where I feel that I am really
needed. I find this work very attractive in that I get the chance to
negotiate with people from companies, and this is very exciting.

In the course of my work I have the opportunity to learn about
the fruits of professors” work and research. I often work with stu-
dents and interacting with them is very enjoyable. I am inspired by
the aggressive, world-renowned people working in this field, and I
think that many people can find this type of work very fulfilling.

I strive to “lead by example.” I would like to show students and
people working at patent offices that this type of work is enjoyable
and that it is a field where you can utilize your abilities. It is my
hope that more and more young people will enter this type of work.

Fumie Kawashima, Tohoku University, introduced herself as
a liaison manager at NICHe at Tohoku University. In industry-uni-
versity collaboration, the liaison officer deals with people from dif-
ferent cultures such as those of government and industry. The
occupation of liaison offer has only been developed in recent years
thus requires people with experience. Liaison officers are mostly
either people with extensive backgrounds working at companies or
young people. People with extensive backgrounds are an important
part of the team. Younger officers receive on-the-job training to
build their knowledge.

One of the aims of NICHe is developing new industries and con-
tributing to existing industries in Sendai. Companies in the Tohoku
region work together and collaborate with organizations such as the
Tohoku Economic Federation and the Tohoku Bureau of
Economic, and this group is called the Sendai model. NICHe helps
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transfer IP to existing businesses, and we have established an incu-
bator to help develop new technology in cooperation with the
Sendai local government.

NICHe receives coordinators from Miyagi and other parts of
Japan to help train new staff. One of Tohoku University’s goals
will be to develop a high-tech cluster around the university called
Aoba Hill starting in 2010. The work that we are doing now is part
of achieving our long-term goals. The expertise and know-how that
we accumulate must be passed on to the next generation. The goal
of NICHe is to develop leaders and to play a part in helping young
people achieve their goals through continued collaboration between
Tohoku University and the region. NICHe also seeks to build know
how, carry out demonstrations, and nurture experts for the develop-
ment of the next generation.

Discussion

Mr. Hatatani stated that understanding the way know how is
used is an important topic and should be one of the focuses of the
second half of the workshop. He asked the panelists and partici-
pants to point out the positive and negative aspects of the occupa-
tions covered by the presenters. He talked about his own back-
ground in the area of TLOs and stated that after changing his job
from a researcher to work in the TLO field, he has been feeling ful-
fillment and interests in his work.

Mr. Hirata stated that he had been working to get his doctorate
until last year and was glad to be making money finally after start-
ing to work at a TLO. Researchers, he explained, do not have to
interact with people, but he said he personally liked to interact with
people so this job was his calling. Talking with people at major
companies as an equal is enjoyable.

Mr. Hatatani asked about the difficulties associated with work-
ing in scientific fields. Mr. Kawaguchi stated that he is not familiar
with the details of the scientific subjects, so he has to ask the scien-
tists many questions. He visits professors frequently and he is
inspired by their hard work. Mr. Hatatani stated that people work-
ing in TLOs feel that they have to get involved in a lot of fields.
Even though one does not go very in depth in the various areas,
being able to understanding a wide variety of areas is a good ability
to have. What you learn when you are at school is not necessarily
applicable. He further said he believed Mr. Kawaguchi was exactly
right for this type of work. Technology transfer is also fitting for
people like Mr. Hirata who like to interact with others. It does not
really matter whether your background is in literature or science.

Ms. Shimazu of Shikoku TLO stated that he was an engineer at
a company, but after meeting a person from a TLO he switched
jobs the very next day. There is not a large salary, but the most
rewarding thing is when university professors smile at you and tell
you that you did a good job.

Ms. Maeda of the Tokyo University of Medicine TLO explained
that she loved research work and being creative. She had business
career as a researcher at a company, and as a management person-
nel at a European venture company. Ms. Maeda then explained that
after her company had been purchased by a larger company, she
became a TLO officer. As a researcher, she noted, she did not talk
to many people on a daily basis, but now she made her living by

talking and found this enjoyable. As a TLO officer, Ms. Maeda
said she was learning business strategies and could appreciate both
the university and industry sides. Ms. Toko of the Japan University
of Medicine stated that the small number of IP staff at her universi-
ty worked hard to find new technologies and it was very interesting
work.

Mr. Hatatani stated that what is interesting about these jobs is
that there is a potential to contribute to society and make a differ-
ence in the world. This industry is truly a service industry, and we
often inspire professors to apply their technologies. We must have
knowledge as well as curiosity about a wide range of fields, and if
you have interests in a variety of areas this is a very interesting job.
There is a sense of fulfillment in this work in that technologies
become commercialized because of your intervention. You are also
the first person to come in contact with new technologies. You can
utilize backgrounds in fields such as technology and law. There is a
dynamic aspect to the work in that it is connected with business.
The job is creative in that you utilize your own ideas and innova-
tions.

Mr. Kuwabara, a patent licensing advisor, commented that IP
licensing advisors tended to be older because they needed some
knowledge about the technologies in their domain. He then said he
was originally a researcher before becoming a technology transfer
consultant and that he was very pleased with the enthusiasm of the
young officers present today. Technology transfer can be an enjoy-
able job, but it can also be challenging. Sometimes people do not
understand your position. Seeing yourself as helping companies is
a good perspective to have.

Mr. Kokuo stated that he found that technology transfer does not
pay as well as other jobs. IP has been a hot topic in other parts of
the world and has now reached Japan. My advice to young people
in this field is to learn from trial and error. It is difficult for consul-
tants to make a living out of technology transfer, and it is not really
taught as an academic subject. How to make it into an academic
subject is an important issue. Now is a good time, however, to be
in the area of technology transfer.

Mr. Hatatani asked the panelists and participants to identify
some of the downsides of work in technology transfer. Some peo-
ple stated that their work was not utilized because they were often
transferred around to different areas. Also, it is difficult to establish
a permanent long-term career in this area in terms of job security.
Another complaint is that young people are not given enough
responsibility, and there is an unbalance when it comes to work
load and pay.

Mr. Kawaguchi stated that one is typically moved around at pri-
vate schools, and people are transferred a lot. After being moved
around one is often place in a management position. There are peo-
ple who are not rotated, but instead stay years in a certain position
because they are needed there. There are also mid-career people,
and it is difficult to compete with them. Competing with these peo-
ple is good motivation, Mr. Kawaguchi said, for him to expand his
potential. One has to be knowledgeable in a variety of areas and be
able to think about things from a variety of perspectives.
University-industry collaboration is related not only to technology
transfer department, but also to the other various departments.
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Mr. Hatatani added that it is difficult for the generalists to com-
pete with the specialists. Technology transfer specialists are set in
one area of work, whereas outside specialists are not familiar with
what is happening on the campus. These people must help each
other and augment each other’s work.

Mr. Yanatoki stated that graduates of courses to develop IP
managers should use their experience and build careers. There is a
lack of patent technology and patents need to be maintained.
Patents should be systematically managed, and it is important to
communicate with patent attorneys effectively. Mr. Hatatani added
that in looking at specialists versus generalists, what TLOs are
looking for is not just gaining money from the patents. We have to
get more down to earth and be more practical.

Mr. Baba from the University of Tokyo stated that he does work
for SMEs and took part in a project regarding water plane technol-
ogy. This technology is finally becoming consolidated and the pro-
ject finally worked out. He then said he was able to identify peo-
ple’s qualifications and incorporate them into an overall network of
people.

Mr. Hatatani raised the topic of people with backgrounds in
technology versus people without. Ms. Kawashima responded that
there are few people in between the very experienced and the non-
experienced people, so when the experienced people retire, there
may be a gap. The younger generation does not have experience in
creating something themselves, so the senior people should involve
the younger people more. It is important to set high goals, and pass
them on to the next generation.

Mr. Hatatani commented that because TLOs have limited
resources, experienced people can make significant contributions.
There should be people below 50 to pass on information to the
younger generations and a mechanism for young people to receive
information from the more experienced people. There are also rela-
tively fewer female liaison officers and this should also be
addressed. Operations should not be top-down, but should be more
interactive.

Mr. Takada stated that professors often would not help the tech-
nology transfer people, and instead left everything to them. One
professor, he explained, told him only to visit if there was a prob-
lem. Mr. Takada then added that he was given a lot of opportunity
for trial and error, and this helped him to develop his knowledge.

Mr. Miki introduced himself as a professor, inventor, and IP
manager. [ have established an IP office and am a coordinator. I am
also a TLO associate. I am glad to see you people here, and being
young means that you are full of potential. From an inventor’s per-
spective, TLOs have to be a proxy and very professional. They
have to let the inventors know how much they can earn with their
technology. They also have to keep the inventors updated about the
market. It is important to be aware that the market is the customer.
Other requirements of TLOs are negotiation skills, knowledge of
the market, and a desire for knowledge. A new generation of peo-
ple in this area needs to be developed. Female staff should be
developed as well. Young people should be both generalists and
people who are knowledgeable in specific areas. They need to be
both aggressive and willing to work together to enlarge the market.
Senior members are responsible for empowering and guiding the

younger generation.

Mr. Hatatani asked the presenters to give some concluding
remarks. Mr. Kawaguchi said that managers should dispatch
younger people to meetings such as these. Meeting with people on
the outside is extremely helpful for them. Ms. Kawashima com-
mented that there are many aspects to university-industry collabo-
ration and she would like to give more thought to the subject.

(Session W3 closed)
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