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Abstract

Research indicates that the system of formal Intellectual Property Rights (IPR) is hardly used by SMEs, although its alleged importance has increased over the past 20 years. Core reasons are the lack of IPR awareness, cost issues and difficulties in enforcing these rights. In this context, the costs in Europe for patenting, for example, are said to be considerably higher than in the US or Japan, due to necessary translations for each country for which patent protection is sought for. Costs may be reduced if a Community-wide patent (CP) were implemented, thus abolishing at least translation costs. As such a system is still pending, financial services for SMEs subsidising patenting costs have been implemented in several EU countries.
This paper relates to a number of studies which analyse IPR usage by SMEs and respective barriers to it (see for example Blackburn 2003, WIPO 2003a). It refers mainly, however, to the results of a study analysing IPR support services for SMEs conducted between 2006 and 2007. The study methodology focused on a 3-stage qualitative and quantitative analysis of 279 IPR supports services for SMEs in the EU-27, the USA, Japan, Canada and Australia.
During the analysis it was found that dedicated financial services, although varying in their design, mostly reach only a limited number of SMEs, explanatory factors for this being partly funding limitations and/or weak marketing, the latter of which is often due to unfavourable institutional set-ups. It was also found that successful subsidy services may have broad effects on a range of IPR-related issues, for example they are able to increase overall IPR awareness and know-how and also, in net terms, usage of informal protection mechanisms. Rather low additionality effects point to a situation, however, where even with such service the cost barrier is successfully tackled only in few cases. Thus, the paper argues that subsidy services are at the moment not able to break the cost barrier for the whole SME population in order to replace a cheap Community patent.
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1. Introduction

Innovation activities by SMEs play an important role for Europe in maintaining economic growth and job creation (see for example Allocca & Kessler 2006; Rodríguez & Refolo 2003; also: Innobarometer 2004). But these are repeatedly underestimated since a considerable share of innovation related activities by SMEs tend to be less R&D-driven and are often of an informal nature (EC 2006, Blackburn 2003). Notwithstanding this, recent research suggests that the innovative performance of SMEs might be indeed quite high:
· According to the 4th Community Innovation Survey (CIS4) (Parvan 2007; see also: Eurostat 2007), the amount of companies involved in innovative activities increased, on average, in the majority of the EU member states between 2000 and 2004. Among these enterprises, about 33 % of the small enterprises (10-49 employees) and around 40 % of the medium-sized enterprises with 50-249 employees can be considered innovative
. In some countries
, small enterprises introduced more innovative products onto the market in the same time period than medium-sized companies. 
· CIS4 data indicates that expenditures in R&D increase with firm size which is mostly due to higher internal R&D activity in large companies. By contrast, if R&D or innovation expenditure
 is seen in relation to turnover, size differences become much less apparent: According to CIS4
, innovation expenditure of small innovative European firms amount to, on average, 3.3% of turnover, and that of large firms to 3 % (Eurostat 2007). 
· Innovative SMEs with high R&D intensity are often seen as closely linked to high-tech industries, which are frequently mentioned as the main drivers for innovation and economic growth (Herbig & Kramer 1993; Sandven et al. 2005). Recent research suggests, however, that this perspective is probably too narrow (see for example Radauer & Streicher 2007; Hirsch-Kreinsen 2004). The innovation potential of low and medium tech industries (LMTs), characterised by low R&D intensity
 and innovation activities which are incremental rather than radical, should also be taken into consideration. 
· Regardless of being High- or Low-Tech, SMEs also seem to have certain advantages in terms of flexibility and adaptability (i.e., behavioural aspects) over large enterprises (Blackburn 2003, Maravelakis et al. 2006, p. 284).
Against this background, it seems clear why fostering innovation activities among SMEs constitutes a focal point for policy-makers. Besides initiatives targeting ways of improving the product innovation process (e.g., R&D projects, see Maravelakis et al. 2006, p. 284) or innovation programmes which, among other objectives, intent to promote regional economic development and employment (see e.g., Foreman-Peck et al. 2005, p. 308), one of the possibilities to foster innovation is by means of the system of Intellectual Property Rights (IPR) (Fagerberg et al. 2005; Granstrand 2005). In the 1995 “Green Paper on Innovation”, the European Commission underlined the role of Intellectual Property Rights (IPR) in Europe as an incentive to companies to invest in innovation (COM (1995) 688, final of 20.12.1995; see also: MERIT 2006, p. 29).

The usage of IPR, as a bundle of rights that protect applications of ideas and information of commercial value (Gowers 2006, p. 11), allows inventors to exploit their inventions for a limited period of time and prevents others from copying the invention and/or exploiting it otherwise. It is a return on investment as the inventor most likely invested heavily in R&D or spent significant financial means for creating the invention. On the other hand, inventors disclose the details of their invention to the public to allow for (later) follow-up inventions (Fagerberg et al. 2005, Konteas 2004). Thus, the ideal IPR system is able to overcome the gap between the social interest in having all inventions made available to use the original work for the development of new ideas and, on the other hand, the individual interest of getting a maximum reward for inventive efforts by granting a creator or inventor some form of exclusivity, at least for a limited amount of time. 
As a possible key value driver for companies, the protection of intellectual assets has become a major issue during the last years; internationally operating companies increasingly pay attention to formal IPR protection methods, notably patents. SMEs, however, despite of relatively high IPR usage levels in certain industries
, seem to make rather little use of formal IPR. Frequently mentioned reasons for low patent filings from SMEs are the general lack of awareness of IPR, the long time until patents are granted, expected problems with litigating infringements, insufficient financial resources, and high costs of obtaining IPR (see Thumm 2006, Blackburn 2003, WIPO 2003a, Arundel 2000).
Following these arguments, this paper focuses mostly on the cost issue as one of the major barriers which hamper patenting activities from SMEs most. This paper deals with the question: Are public financial IPR support services able to address the current lack of a Community patent in the sense that they are able to lower the cost barrier for using IPR and consequently increase IPR usage by SMEs on a large scale? The Community Patent is a proposed unitary patent system designed to significantly reduce patenting costs in Europe, also referred to as COMPAT.
2. Methodology

This paper is based on a study commissioned by the European Commission as part of its PRO INNO Appraisal activities (hereinafter: Radauer et al. 2007), set out to analyse and benchmark support services for SMEs in the area of intellectual property rights (IPR) as provided in the EU-27, Iceland, Liechtenstein, Norway, and Turkey and in a number of non-European countries (USA, Canada, Japan, and Australia). The research was carried out between January, 2006 and July, 2007.

In the course of the study, a mix of qualitative and quantitative methods was used in three inter-leaving research phases. In the first phase, relevant IPR services were identified through desk research and discussions with service providers and IPR experts. A semi-standardised identification guideline was used for that purpose. Key data was then collected and entered into a database. Secondly, a pre-selection of services, which displayed probable elements of good practice, was carried out and subjected to a benchmarking exercise. A semi-standardised questionnaire was used for this purpose, and an interview with each service provider was drawn upon. Thirdly, 15 case studies were selected in order to illustrate existing good practices. In this third phase, a standardised user survey was conducted in order to get the experiences of up to 50 users of each service. To get a comprehensive picture, open interviews were conducted with three to five stakeholders of the selected cases, representatives of service providers and IPR experts.
3. IPR Protection in Europe

3.1 The European Patent and the cost issue
Patent protection in Europe is provided by a multi-layered system (Ullrich 2002, p. 6): the national and the European-wide patent system. Filed nationally, patent protection can only be granted for the national market. If the individual or company who filed for a patent is interested in obtaining a patent in multiple countries, they have to apply to each national patent office in each of those countries separately. (Ullrich 2006; Cannon 2003) Based on the 1973 European Patent Convention (EPC)
, a system was established to assist with the procedure of obtaining and maintaining patents in several countries. With a single patent application, patents for selected countries are filed at the European Patent Office (EPO) on the basis of a unitary granting procedure. By taking this path, the patentee does not, however, possess a single patent but a bundle of national patents (Ullrich 2006; Konteas 2004; Cannon 2003).
As the patentee is obliged to pay application, maintenance and renewal fees and is requested to institute legal action for each country (Cannon 2003, Liege Report 2001), the costs for obtaining and maintaining a European wide patent protection for the full 20 years of its term in all of the EPC countries can be very high
, especially because of the required translations in the various European languages. A survey carried out by Derwent (2000)
, which asked key personnel in patent intensive industries found that 33 % of the respondents considered translation costs to be the greatest issue with patenting in Europe; 25 % expected problems with the different legal systems. For SMEs, normally faced with high innovation costs and insufficient financial resources
, the high costs related to IPR protection can be considered as one of the most important barriers for the use of formal IPR (see Thumm 2006, Blackburn 2003, and WIPO 2003a). These claims are strongly corroborated by Radauer et al. (2007): Out of 350 IPR support services users from SMEs, around 44 % considered the costs of IP protection to be the major obstacle for a higher IPR usage.

There are of course other important barriers for SMEs to using IPR instruments, as for example the (perceived long) time to make IP protection actually work or the (unclear) cost/benefit ratio of using IPR (WIPO 2003a, 2003b or Blackburn 2003). A recent study carried out by Pitkethly (2007) suggests that especially micro-enterprises are little aware of the IPR system and the opportunities it may offer. One reason is that many SMEs expect the potential benefits not to be sufficient enough to cover the expenditure related to IPR protection, especially considering that the majority of the costs may be incurred before the invention hits the market (WIPO 2003a). Other reasons, such as the uncertainty over the commercial potential or the unforeseeable future path of the invention discourages SMEs even further to take more advantage of the IPR system. The demand for a better explanation of the benefits, as indicated in Radauer et al. (2007), and whether IPR are worth the costs constitutes yet another important area for policy attention. However, in the following, the paper focuses on the cost issue of IPR protection which can be addressed for example by financial means of support.
In 2004, Roland Berger Market Research was commissioned by the European Patent Office to analyse and compare the costs of patenting in different countries. The methodology included a survey of about 250 patenting companies (a mixture of SMEs and large firms) and the analysis of available data from the EPO. Results are shown in the table below (Table 1).
Table 1
Total cost of a representative EPO patent, in € 

	Expenditure
	Euro-PCT (1)
	Euro-direct (2)

	Pre-filing expenditure (excl. R&D)
	9,130
	6,240

	- In-house cost
	4,190
	2,540

	- External cost
	4,940
	3,700

	Cost of processing
	21,990
	14,420

	- In-House Cost
	5,680
	3,070

	- External cost
	16,310
	11,350

	Cost of validation
	15,580
	9,870

	TOTAL
	46,700
	30,530

	(1) average: 8 countries covered by patent

(2) average: 6 countries covered by patent

Source: Roland Berger Market Research 2004


Comparison with the US and Japan indicates that a Euro-direct patent may be, on average, more than twice as expensive as an equivalent US patent and more than three times as expensive than a Japanese patent. Again, high costs in Europe are mostly due to translation costs, which are irrelevant for the US and Japanese patent system. Official fees seem to play a rather minor role – they are estimated to amount to an average of € 3,470 at the EPO, € 2,050 at the USPTO and € 1,570 at the JPO (Roland Berger Market Research 2004).
3.2 The idea of a Community patent

The idea of the so-called “Community patent” (or COMPAT) dates back to the 1970s. According to Cannon (2003, p. 423ff), the benefits of a Community patent are in particular:
· Legal uniformity and certainty as the legal procedures and substantive law will be the same throughout the system.
· Low cost patent system through reduced application and renewal fees (currently paid to national governments); fewer litigation fees as there is no need for individual proceedings in different national courts any more. The most significant change would probably take place in translations costs (Goddar 2000) as a community application is planned to be translated only into one of the three official languages of the EPC (i.e.,  English, French or German).
Likewise, Cannon (2003) argues that the unitary patent system is expected to be more efficient in terms of administration and costs (i.e., single patent dispute before a single Community patent court, fewer translations, etc). According to the European Commission, obtaining a Community patent will roughly cost the half of the Euro-PCT for 8 countries (around € 25,000; see above) but will be valid in all of the EPC member states. (MEMO/03/47; see also OECD 2003, Rasser & Mounteney 2002)
However, while discussions about installing a framework for a Community patent system have continued for long, progress has been made only to the extent that legal agreements have been negotiated which tackle the costs and the legal arrangements issues within the current European patent system. In 2000, 10 EPO members drafted the London Agreement (EPO 2005, 2006) which aims to reduce costs of translations by introducing a cost-attractive post-grant translation regime for European patents. In addition, the European Patent Litigation Agreement (EPLA) (EPO 2007), first drafted in 1999, proposes the creation of a European Patent Judiciary (EPJ) comprising also a supra-national European Patent Court. Both agreements are not in force yet but there is considerable support from the contracting states and other countries regarding the rapid ratification of both agreements (COM (2007) 165, final of 03.04.2007, p. 3).
4. IPR support for SMEs: Evidence-based policy
The study carried out by Radauer et al. (2007) was set to analyse support services put in place with the aim of fostering the IPR usage of SMEs. In the course of this study, around 280 IPR support services for SMEs that were in place between 2005 and 2006 were identified, 224 of them offered in Europe. As can be seen from Graph 1, the majority of these services target registrable IPR, and around two third address the phase of development and registration of an IP protection instrument.
Graph 1
IPR services identified in the course of Radauer et al. 2007
	a. Degree of legal formality if IP protection 
methods, percentage of services *)
	b. Phase of IPR usage targeted, percentage of services *)
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Based on the available service descriptions, 210
 of the identified services were classified according to a classification system
 which distinguishes between the following categories:
1. (Pro-active) awareness raising activities and public relations: This service type actively addresses and/or contacts SMEs and promotes the usage of the IPR system. Services of this type are usually road shows, open days, exhibitions, etc.

2. (Passive) information provision services: These services provide information on a stand-by basis for interested SMEs, such as patent information centres, search services in databases, etc.

3. Training: This category subsumes all educational activities in IPR matters where SMEs do benefit to a larger proportion.

4. Customized in-depth consulting and advisory points/services: Services in this category go deeper into the details of IP protection and offer customized support to SMEs. This category often coincides with services that are offered within a package of other IPR services.
5. Financial assistance and legal framework: This category includes service offerings in the field of financial subsidies (mainly for the registration of patents) and/or in the domain of tax provisions SMEs can benefit from and which are laid down in the national legal frameworks.

By applying this categorisation, 39 % of the 210 services are in the domain of finance and legal framework, 31 % are customized in-depth consulting services, and around 28 % are (passive) information provision services (multiple categorizations were allowed). Pro-active awareness raising activities make up 15 %, training services account for 9 % of the identified services. These services served as a pool for the second phase which was set to measure and benchmark the performance of the services in question and to single out candidates and principles of good practice.
5. IPR support services tackling the cost issue
The proposed Community patent is planned to create a central patent system providing legal uniformity and, as a result, significant cost reductions. But with ongoing debates on how to design such a regulatory framework one has to assume that high costs for patenting will still be an issue in the foreseeable future, especially for SMEs. Acknowledging a market failure of the system in which firms find themselves in disadvantageous positions simply because of company size, the subject of patenting costs can still be addressed by policy by offering special provisions to SMEs. 
In this regard, the analysis of Radauer et al. (2007) shows that around 4 out of 10 currently available IPR support services in Europe and selected overseas countries assist with financial matters. Following the benchmarking and case study analysis, two approaches are identified in this respect: The first follows the route of a general exemption and/or reduction of fees for SMEs related to the patenting process (e.g., in the form of tax exemptions); the second focuses on subsidies towards patenting costs for a selected target group of small and medium-sized enterprises within the scope of a dedicated support programme or service. 
5.1 Fiscal support: Tax incentives or general fee reductions
General fee reductions for patent applications filed by small firms are offered by a number of countries. In the USA, for example, the Small Entity Act allows for a 50 % reduction on a range of fees related to patenting (e.g., basic filing fees, renewal or maintenance fees) for small entities with less than 500 employees. A similar offering is also available at the Canadian Intellectual Property Office (CIPO) and – since 2000 – at the Japanese Patent Office (JPO). The EPO, however, does not have an equivalent to the Small Entity Act for Europe. In the following, some arguments for and against the introduction of general fee reductions or tax exemptions for SMEs and their patenting projects are outlined:
· On the one hand, a general fee reduction for small entities is able to reach out to the whole SME population. Easy to set up and to administer, such a proceeding can be considered as “fair”, as no differentiation is made with respect to variables other than company size. On the other hand, simple fee reductions would most likely fail to consider different barriers to patenting for SMEs in certain industries, regions or markets. In this light, small companies could be probably much more affected by the high cost of patenting. Literature sources (Aiginger et al. 2006) analysing the effect of fiscal support for R&D activities suggest that fiscal measures should be tailored to specific target groups; there is no reason to believe why this should not apply also to similar measures in the field of IPR.

· Fiscal incentives often operate like a water-can: Available funds (i.e., “losses” in tax earnings) are distributed among a rather large population of beneficiaries, which means that each beneficiary gets a relatively small share of the available support volume. Given the fact that many patents may be of little commercial value, policy makers might want to consider to make support only available to those SMEs whose patent projects have a high probability of commercial success, and where the cost barrier is a true constraint (i.e., no private investor is willing to take the risk). For such cases, it might be better to revert to special subsidy support programmes.

· A crucial point of fee reductions and general fiscal measures is the height of the reduction extended. If it is too low, it will only be perceived as a small rebate which is “nice to have” but does not change the SMEs stance towards patenting. If, on the other hand, the reduction is too high one might run the risk of SMEs handing in patents of lower quality, just “to give it a try”. This would add to the already high strain of patent offices which face soaring patent applications. Moreover, the fees retained are also used to cross-subsidise the examination process of patent applications (Harhoff et al. 2007). In this light, a thorough examination process can be considered crucial for the quality of a patent granted. Many of the experts interviewed point to the higher quality of patents granted by the EPO as compared to US patents and see this as an asset for Europe. The reliance on high-quality patents means that legal proceedings which question the validity of patents (and which, if they increase in numbers excessively, will most likely inhibit innovation activities) are less likely to occur. In this context, Harhoff et al. (2007) argue that lowering the fees – and financing this step by taking away funds from the examination work – for SMEs would endanger the quality of the examination process and at the same lead to an increase in the number of questionable patent filings.

Concluding from the arguments above, general reductions of fees or tax exemptions are a possible way of tackling the cost barrier within the current IPR system, if they are implemented the right way: They should be tailored as much as possible to the target groups (without making the application process too complex), and they should not be financed at the expense of examination work. On the other hand, preferential rates should be set at a level where the cost barrier is more or less abolished, but where the SMEs still have to contribute own funds to an extent that the amount of firms which try to make a run with low-quality patent applications is minimised. 

5.2 Direct financial support: IPR Subsidy Services 

Identified IPR subsidy services differ considerably along the phases of IPR usage targeted, the targeted user groups, the type of costs/fees subsidised, and the modes of operation. Examples of such subsidy schemes include the following:
· Finnish Foundation for Inventions (FIN): The Finnish Foundation for Inventions extends subsidies for paying the costs related to patenting, later-stage product development and commercialisation. The subsidy incorporates a conditional re-payment clause to the foundation depending on the success of the project and on the revenue received from it by the inventor. The amount to be refunded is limited to the amount of support granted by the Foundation; that is to say, the subsidy is interest-free. If the invention fails to achieve commercial success, the inventor is under no obligation to pay the subsidy back. The average amount of subsidy is € 10,000.

· Promotion of Industrial Property by SEGAPI (ESP): This type of subsidy targets SMEs from a distinctive region in Spain, namely Galicia. Companies registered in this area can apply for this subsidy which covers the costs of IPR-related activities, among which are also the costs for patent applications. The subsidy is not limited to patents but may also be used for trademarks. The subsidy may cover up to 70 % of incurred costs with a ceiling set at € 36,000 (2006; 2005: € 30,000). As survey results show, the service mostly attracts SMEs which are involved in trademark registration.
· Patent Loan Action by aws (AUT): Within the scope of this service, Austria’s Federal Bank aws stands security for of a loan provided by a commercial bank which is to be utilized by an SME for registering and holding up patents and/or utility models. Costs that may be considered for support include the costs of a patent agent, annual fees and verification charges and costs for patent research and translation. The loan sum is not to exceed € 100,000. Only SMEs with less than 50 employees and a maximum turnover of € 10 Mio p.a. may apply for funding.

· INSTI SME Patent Action (GER): The subsidy reimburses costs related to first-time patent-applications only. The maximum amount of subsidy is € 8,000, paid out in instalments which are linked to milestones in the patenting process and offered in five distinctive “service packages”. The subsidy can, for example, be used to cover the costs of patent attorneys or for international applications.
· Technology Network Service – “1er brevet” by Oséo innovation (FRA): Among other services, the Technology Network Service offers the so-called “First Patent” service (1er brevet). This service subsidises consultancy work by an IPR expert which is related to the filing of a patent. A ceiling is set at € 5,000, which corresponds to about five working days. The subsidy is paid directly to the consultant in charge. As in case of the INSTI SME Patent Action, only first-time patentees are allowed to take advantage of the offering.
· The Intellectual Property Assistance Scheme IPAS, offered by Enterprise Ireland (EI) (IRE): The funding scheme is highly selective. Experts at EI must be convinced that the invention is capable of patent protection, technically feasible and has potential for a commercial exploitation. If granted, the subsidy is paid out to the patent attorney undertaking the patent protection service on behalf of the SME. Normally, the subsidy can amount to € 30,000. Companies that are considered to have high growth potential may be eligible even for a higher level of support.
It can be easily seen that financial subsides towards patent protection vary a lot in their design. On one hand there seems to be a class of services which aim explicitly at SMEs which have not patented before (INSTI SME patent action, TNS 1er brevet). On the other hand, a second class of services focuses on SMEs (regardless of whether they have a patent history or not) whose patenting endeavours are especially promising (e.g., the Intellectual Property Assistance Scheme (IPAS)). The latter services are, as a consequence, much more selective and, on average, provide higher funding volumes. 
5.3 Analysing the impacts of public financial assistance for patent protection
Following the basic model of intervention logic (see Graph 2) selected services are empirically tested in this paper to assess the effects on SMEs from using financial IPR support measures. (Sheikh & Steiber 2002; see also McDavid & Hawthorn 2006)
The selected financial support services are, at least implicitly, designed to assist with financial constraints to reduce barriers for SMEs toward the patenting process. Operating and managing a support measure requires input, such as financial or administrative resources which, in turn, generates output, normally seen as a countable result of the work done, for example “the number of persons who received funding”. Outcomes refer to intended results of the activities involved: The most immediate result could be for example increased funds for the beneficiaries to allow for a consultancy carried out by an IPR expert. As shown by the intervention logic model, additional effects are expected to occur from such programmes or measures. The intermediate impact could be for example increased earnings from licensing their protected know-how or, in the long run, a higher usage level of IPR protection methods (global impact).

Graph 2
Basic Intervention Logic Model 
[image: image2.wmf]Input

Output

Initial Result

Implementation/Activities

0

Outcomes

Intermediate Impact

Global Impact


Source: Adapted from Sheikh & Steiber 2002
Radauer et al. (2007) conducted case studies on IPR services which showed “elements of good practice” in the way they offered their services. The case study analysis also comprises three services (INSTI SME Patent Action, 1er brevet and IPAS) which extended funding explicitly for patenting projects (e.g., patent filings). Besides assessing the initial effects of the financial assistance, attention was also given to the global effects by raising the following question: Have there been significant (permanent) changes in the company’s behaviour towards the usage of IPR protection?
The analysis carried out found interesting results regarding the long-term impact or behavioural additionality
 of the services which offer financial support for patent applications (e.g., INSTI SME Patent Action, TNS “First brevet” and IPAS). Such services appear to have also a high awareness raising function built in. As can be see from Graph 3, these services generate considerable changes in attitudes of the users towards general knowledge management (increased for 59 %) and general IPR awareness (55 %). 

Graph 3
Combined behavioural additionality of three services* which offer financial support for patent applications, users in %
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Especially in the context of TNS “First brevet” and the INSTI SME Patent Action – which address SMEs that did not patent before – one could, if an increase of patenting activity was solely aimed for, be tempted to interpret these findings as a “failure rate” of the service. The increased usage levels with respect to other IP protection methods and the increased know-how surrounding IPR point, however, to a situation where in many instances service beneficiaries derived know-how for using instruments other than patenting, and appropriated this knowledge by changing their general attitude towards IP protection.
Moreover, the analysis of the additionality of the subsidies offered by the services INSTI SME Patent Action, TNS “First brevet” and IPAS in terms of projects that would not have been pursued without the financial funds granted shows that pure additionality effects (i.e., the patenting endeavours would have definitely not been carried out without funding from the service) amount on average to only 13 %; pure deadweight losses (the patenting project would have been carried out without any change/modification, regardless of the existence of the service) are recorded, however, at 20 %. For the remaining 67 %, the subsidy had some form of catalyst effect – the patenting projects were either executed faster or to a larger scope (e.g., larger geographical coverage) than before.
According to the case study analysis and expert interviews, some additional explanations for the fact that such services reach only a limited number of SMEs are funding limitations of service proving organisation and/or weak marketing. The former can especially be seen for example from the very selective IPAS scheme, operating with a small annual budget and a limited number of staff. The latter may be often due to the fact that IPR support services are, according to Radauer et al. (2007), the domain of patent offices while IPR services offered by technology/development agencies, which are much better known by SMEs as service providers, are frequently marginalised within their funding portfolios.
6. Conclusions: Substitutes for a (cheap) Community patent?
Considering the currently available IPR support services addressing the cost issue related to patenting, this paper argues that such services help to reduce the expenses but are at the moment not designed to break the cost barrier for the whole SME population in order to replace a cheap Community Patent. To summarize, the main arguments raised in this respect are:
· Based on existing literature, general exemption and/or reduction of fees related to the patenting process (e.g., in the form of tax exemptions) have to be designed carefully according to the needs of the target groups. Cutting fees completely for all SMEs would most likely lower the quality of patent filings and would ignore varying constraints for different SME target groups. On the other hand, if fee reductions are not significant enough, such services will probably be accompanied by considerable deadweight losses.
· Regarding financial subsidy services, evidence from the case study analysis and expert interviews indicates that the subsidies provided, although varying considerably in their designs, seem to engender relatively low additionality effects. Taking INSTI SME Patent Action, TNS “First brevet” and IPAS as references, one could postulate that, as a rule of the thumb, the introduction of a financial subsidy for patenting projects would likely create patents that would not have existed without support in about 1 to 2 out of 10 supported projects; around 3 out of 10 supported companies could be expected to place more emphasis on patents, resulting from using the service. The rather low additionality effects suggest that subsidies may break the cost barrier for only few patenting endeavours.
· However, as has been shown, the subsidy services analysed do not only have a cost reduction function, but work on multiple levels which have to be taken duly into account when interpreting the performance of services of this type. The respective and resulting “fringe benefits”, arising often from the fact that the subsidies are also part of an integrated portfolio of IPR services with rather strong information/consulting elements, could prove to be a key success factor (more important than one would assume at first sight, given the “substitution of cost” function) as they are able to induce lasting changes of the whole attitude of the supported SMEs towards IP appropriation/protection.
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� These companies introduced new or significantly improved products or processes between 2002 and 2004.


� These countries are Bulgaria, Estonia, Luxembourg, Hungary, Austria and Sweden


� Innovation expenditures include expenses for internal and external R&D, acquisition of machinery as well as licences and training (see EC 2006, p. 30)


� see also EC 2006, p. 30, with CIS3 data


� According to the OECD, a company is said to be High-Tech, if the R&D expenditures exceed 3 % of the turnover. LMT companies are consequently those with, on average, a R&D intensity of less than 3 %. (see OECD 1994, 2002; Hirsch-Kreinsen, 2004: p. 2)


� In some sectors and industries IPR is essential for smaller firms. The most prominent such sectors are the biotech sector, the electronics and ICT manufacturing industries and the software and entertainment industry. (see: Eleveld 2007, Thomas 2003)


� By the end of March 2007, the EPC is in force in 32 countries (Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Estonia, Finland, France, Greece, Germany, Hungary, Iceland, Ireland, Italy, Netherlands, Latvia, Lithuania, Lichtenstein, Luxembourg, Poland, Portugal, Malta, Monaco, Romania, Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey and the United Kingdom). All countries of the European Union are also contracting partners. Norway is likely to join in 2008. Albania, Bosnia and Herzegovina, Croatia, Former Yugoslav Republic of Macedonia, and Serbia and Montenegro have concluded extension agreements with the EPO. (Source: www.wikipedia.com)


� In 2002, obtaining and maintaining a patent for the full 20 years of its term in the then 24 EPC countries was estimated to cost around $225,000. (see Rasser & Mounteney 2002)


� The survey covered 500 European companies and was carried out in 2000 by email and fax. The industry breakdown included samples of 125 in each of the following sectors; chemical, pharmaceutical, biotech and engineering. According to Derwent (now Thomson Scientific), these sectors were chosen as they traditionally represent heavy users of patent information. (see: Derwent 2000)


� According to CIS4, the lack of finance from sources outside the enterprise and high innovation costs are seen as the two factors which hamper innovation in the EU most. (Parvan 2007; see also: Eurostat 2007).


� Only those services were included, for which there were sufficient indications that they may display elements of good practice with regard to the study goals.


� For detailed information regarding the classification system, please refer to Radauer et al. (2007).


� “Behavioural additionality” denotes changes of behaviour or attitudes induced for example by public measures such as services supporting IPR issues (see also OECD 2006).
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