. Innovation Through Collaboration _

Leveraging Innovation Through Collaboration:
IP Challenges And Opportunities For SMEs In
The Context Of EU-Funded Collaborative

129

Research Projects

By Jorg Scherer, Dr. Eugene Sweeney, and Stephanie Weber

Abstract

European Research & Innovation (R&I) funding pro-
grammes, in particular Horizon Europe, offer great op-
portunities for start-ups and small and medium-sized
enterprises (SMESs) to leverage external knowledge
through collaboration. There is a multitude of reasons
why small businesses participate in EU funding pro-
grammes. Besides seeking grants to finance Research
& Development personnel, SMEs consider collaborative
R&I projects an ideal “Open Innovation” (OI) environ-
ment to jointly develop new technologies, products, or
services. However, such multi-partner collaborations
bring together very different partners from academia,
research, and industry with varying motivations and in-
terests. Collaborative R&I projects showcase a mix of
plans and pathways to use project outcomes beyond the
project, thus resulting in a higher complexity for Intel-
lectual Property (IP) management strategies and good
practices to meet the needs and expectations of all part-
ners involved.

This article provides an overview on the IP strategy
[framework and related rules, procedures, and best prac-
tices in European R&I funding programmes.

In particular, the article underlines key [P challenges
that typically occur in SMESs in pre-competitive collabo-
rative R&I projects (typically up to Technology Readiness
Level 6), thus stimulating and improving the effectiveness
of collaborative innovation. 10 this end, the article pre-
sents first observations and results from a pilot IP support
service provided by the European Commission specifical-
ly designed to help European SMES to efficiently manage
and valorise IP in EU-funded collaborative R&I efforts: the
so-called “Horizon [P Scan.”

This article provides insights to support partners, es-
pecially SMEs, to design and effectively manage IP as-
sets in multi-partner R&I collaborations.

1. IP Strategy Framework

1.1 Overall IP Management and Exploitation Strat-
egies in a Collaborative Research & Innovation
(R&I) Project Funded Under Horizon Europe.'

Collaborative projects bring together partners with
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different company cultures, business mindsets, inter-
ests, and strategic objectives. Different partners also bring
different background knowledge and IP for use during
the project and, if needed for commercial exploitation,
after the project ends under agreed terms and conditions.
Results from collaborative projects are often built on the
combined knowledge of several partners, so are jointly
created and jointly owned; therefore, it is important for
the partners to agree on appropriate and shared strate-
gies for their management, protection, and exploitation.
Beneficiaries in a collaborative Horizon R&I project must
make Dbest use of all relevant knowledge and IP to max-
imise the benefits from the collaboration and to develop
and successfully commercialise innovations that enhance
competitiveness and growth. This includes, of course, the
outputs from the collaborative project itself, their own
existing knowledge and IP, and potentially also that of the
other partners, and third parties.

Effective management of all of these intellectual
assets is crucial; particularly those results which are
developed collaboratively, and jointly owned. Equally
important is the need to consider the strategic value of
protecting these results in order to support their com-
mercial exploitation, potentially by several partners.
Participating in collaborative work requires acceptance
of the need to share, and may require a cultural shift in
the collaborating organisations to achieve this. But col-
laborating is about more than just sharing. The nature
of collaboration means there are also interdependen-
cies between partners, and long-standing ties can be
built between the partners and other stakeholders.
These interdependencies and new relationships may
lead to other benefits, such as future commercial col-
laborations, and access to new markets or fields of use.

1.2 Challenges of Collaborative IP Management—
with a Particular Focus on SMEs

A key challenge in Horizon collaboration projects
comes from the different alignments of different part-

1. Horizon Europe is the EU’s key funding programme for
research and innovation with a budget of €95.5 billion. The
programme facilitates collaboration and strengthens the impact
of research and innovation in developing, supporting, and im-
plementing EU policies while tackling global challenges.



ners’ cultures, business objectives, and approaches.
In collaboration projects, all the partners have various
interests, spanning from research to commercial ex-
ploitation. This is particularly the case for universities
and research organisations who are driven and reward-
ed by publishing their findings, compared to SMEs and
industry who are driven by increasing their competi-
tiveness and growth, and where publishing too soon,
before adequate protection has been secured, could
have adverse consequences for them.

Open approaches for sharing knowledge and obtain-
ing knowledge from others can stimulate the devel-
opment of innovations. It is the basis of collaboration
and should be embraced, especially since no one has
a monopoly on invention. Whilst consortium partners
are a good source of knowledge and ideas, the in-
creased focus on Open Innovation and Open Science
practices in EU-funded collaborative projects, which
involve multiple actors, introduces major challenges in
addressing appropriate and systematic management of
the knowledge flows between partners, and the pro-
tection of the IP to support individual and shared busi-
ness strategies.

However, defining an appropriate framework to or-
ganise and manage these collaborative innovation ac-
tivities, whilst at the same time maintaining control
over the dissemination and commercial use of the
knowledge, can be very challenging for SMEs. SMEs
must, therefore, fully understand the potential con-
tributions from the consortium partners; and vice-ver-
sa, to be clear about what they bring to the project
and how they can benefit themselves. Knowing and
matching expectations among consortium partners is
a pre-requisite for developing the trust and credibility
necessary for the exploitation of collaborative project
results. Expectations, needs, contributions, benefits,
risks, etc., need to be discussed and understood along-
side a clear collective purpose, vision, and a concrete
picture concerning expected outcomes.

Joint ownership is a particular challenge when ad-
dressing management, dissemination, protection,
transfer/licensing, and exploitation of research results.
[t is important that these issues are appropriately ad-
dressed, taking into account the different interests and
objectives of all partners, whilst ensuring the commer-
cial objectives of the SMEs are also met. Even in case
of exclusive ownership, with one partner acquiring
the full ownership of the project results to be exploit-
ed through exclusive licenses or assighment, specific
provisions need to be put in place in order to ensure
access rights to results for other parties, and appropri-
ate remuneration for the exploitation of the acquired
project results in order to safeguard all interests of the
parties involved in the project. Any assignment or ex-
clusive licence requires the permission of all partners

and will need to sort out cost/revenue sharing, rever-
sion rights, etc.

1.3 The IP Framework: IP-Related Rules, Require-
ments and Options for [P Management in Horizon

Europe Projects

The European Commission has established rules
concerning ownership, protection, access rights, dis-

semination, and exploita-
tion of project results,
which establish guiding
principles for [P manage-
ment in Horizon Europe.
[P rules are mainly de-
fined in the Grant Agree-
ment (GA)? and the Con-
sortium Agreement (CA).
The Grant Agreement
contains “default rules”
applicable to IP manage-
ment, which will be fur-
ther specified by project
consortia in the CA, while
the GA takes precedence.

Beneficiaries in Horizon
Europe projects need to
comply with specific [P
provisions laid down in
the Grant Agreement,’
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such as:

Obligation to protect:
Each beneficiary must
examine the possibility
of protecting its results and must adequately protect
them, for an appropriate period and with appropriate
territorial coverage, if a) the results can reasonably be
expected to be commercially or industrially exploited,
and b) protecting them is possible, reasonable, and
justified (given the circumstances). When deciding on
protection, the beneficiary must consider its own legit-
imate interests and the legitimate interests (especially
commercial ones) of the other beneficiaries.

Obligation to disseminate: Horizon follows the
“Open Science” approach that focuses on spreading

St. Ingbert, Germany
E-mail: s.weber@eurice.eu

2. The General Model Grant Agreement aims to ensure
coherence and simplification among all funding programmes
under the EC’s Multiannual Financial Framework (MFF) 2021-
2027.

3. For further information on the IP framework in EU-funding
programmes, see “Your Guide to IP in Horizon 2020” and the
guide on “Successful Valorisation of Knowledge and Research
Results in Horizon Europe,” both published by the European
[P Helpdesk.
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knowledge as soon as it is available using digital and
collaborative technology. That is why beneficiaries
are requested to make their scientific publications
available as Open Access publications, and grant ac-
cess to their data as open as possible and as closed
as necessary. It should be noted that Open Access in
Horizon Europe does not interfere with the protec-
tion of research results, as it is common practice that
the GA/CA specifies notification rules for any planned
publication as well as rules and procedures with re-
gard to the right to object.

Obligation to exploit: All beneficiaries in Horizon
projects should be fully aware that they must, up to
four years after project completion, take measures
aiming to ensure exploitation of its results (either di-
rectly or indirectly; in particular, through transfer or
licensing), by: a) using them in further research activ-
ities (outside the action); b) developing, creating, or
marketing a product or process; c) creating and provid-
ing a service; d) using them in standardisation activi-
ties or other use scenarios such as to inform policy or
for educational purposes. Hence, exploitation is by no
means limited to commercial exploitation.

Rules and procedures related to ownership/
joint ownership: In collaborative projects, particu-
lar emphasis should be given to establish rules and
procedures for ownership (and the management of
ownership—including protection strategies) of key
project results. The GA states that results are owned
by the beneficiary that generates them. However, due
to the strong collaborative work, two or more part-
ners may jointly contribute to an individual result of
[P In these cases, the IP is jointly owned. The joint
owners should therefore agree on the terms of the
joint ownership through a Joint Ownership Agree-
ment. Moreover, consortia are requested to prepare
a “Results Ownership List” to clarify ownership of
project results and to help improve the process for
exploitation of these by project partners and, where
relevant, third parties. As a minimum, the list should
include details of whether the result has single or
joint ownership, the name of the owner(s), the coun-
try of establishment of the owner(s), and whether
the results will be exploited by the owner(s).

Rules related to access rights with regard to

»
nble n Acce °

Purpose

Access to Background

background and results: The implementation of any
collaborative project requires the use of pre-existing
[P (background) resulting from work carried out pri-
or to the project, and belonging to one of the part-
ners. Thus, within the CA (the agreement between
the partners) project partners need to create a list
of background IP that they will bring to the project,
as well as specific IP they wish to exclude access to.
Moreover, in order to avoid any IP infringements and
guarantee a proper technological project implementa-
tion, project partners have to warrant the ownership
of their background IP and formally agree that other
parties can access it for the purposes of the project.
The CA further specifies that consortium partners
have access to the background/results of other part-
ners in case they need this knowledge (IP) to imple-
ment their own project tasks or to exploit their own
results. Table 1 provides an overview on the access
rights regime in Horizon Europe.

1.4 Drafting the Consortium Agreement

Although not exhaustive, the following essential
[P-relevant points should have been discussed when
drafting the CA: confidentiality, background selection,
use of [P generated parallel to the project (sideground),
ownership/joint ownership of results, legal protection
of results (IPR), access rights, and procedures for dis-
semination of results. The CA provides the legal frame-
work for [P management, including a detailed section
with specific innovation-related clauses on ownership,
access rights, decision making procedures, publica-
tions, and IP-related workflows and responsibilities
(e.g., assessing, capturing, monitoring of IP) within the
project. Besides multilaterally agreed rules governing
the rights and obligations of the collaboration within
the consortium, the agreement should include ref-
erence documents for Material Transfer Agreements
and background IP of all consortium partners. If neces-
sary, this document should be amended and updated
throughout the project.

The basic principle to follow when drafting these IP
provisions should be to provide a flexible and efficient
mechanism to support the cooperation between part-
ners to ensure appropriate protection and maximum
use of results, as well as their timely dissemination.

Access to Results

Implementation of the project

Royalty-free, unless otherwise
agreed by participants before
their accession to the GA

Royalty-free

Exploitation of project results

Subject to agreement, access rights shall be granted under fair and
reasonable conditions (which can be royalty-free)
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Usually, in Horizon 2020/Europe projects, the CA is
drafted on the basis of existing model agreements such
as the DESCA” model agreement template.

1.5 Overall IP Management Approach in Collabo-
rative Horizon Europe Projects

In order to comply with the mandatory Open Science
requirements of Horizon Europe, whilst safeguarding
the rights of the consortium partners to protect their
[P to support the effective commercial exploitation of
the project’s results, an appropriate IP strategy should
be defined.

[P and innovation management measures should en-
sure that exploitable results will be captured, assessed,
and appropriately protected, in order to support their
commercial exploitation, whether at the individual
partner level, as a group of partners, or collectively
for the consortium as a whole. In order to achieve the
impacts of the project most efficiently, exploitation
activities combine established work processes for an-
ticipatory innovation planning to capture, protect, and
assess Key Exploitable Results (KERs), including stra-
tegic support and very concrete measures to support
“Go-To-Market” strategies. The selection of measures
ideally matches the level of maturity of results, paving
the way to a quick introduction of products and ser-
vices to the market. A systematic follow-up of impact
pathways for KERs should be implemented to maximise
the understanding of specific IP topics relevant to the
consortium; develop concrete exploitation plans based
on the IP status, le-
gal, and other issues;
as well as plan con-
crete steps towards
market-oriented ex-
ploitation.

At each stage of a
project, the IP issues
that need to be ad-
dressed are differ-
ent. For example, at
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4. DESCA (Develop-
ment of a Simplified Con-
sortium Agreement) is a
comprehensive  Model
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IP Management Approach

IP Portfolio Building

the start of a project it is important to agree on which
existing knowledge is to be shared and under what
terms and conditions, both for use during the pro-
ject and after it ends. As the project progresses and
results are produced, the results need to be captured
and assessed before decisions can be made about
ownership, management, and protection. Only then
can dissemination and exploitation begin. Towards
the end of the project, as all the expected results
become available, planning the future exploitation
pathways becomes even more important, since in col-
laborative projects the main exploitable outputs usu-
ally consist of a bundle of results, each developed by
the partners individually or jointly. These “bundles”
of IP, their management, and their protection may be
different for different territories or fields of use. For
SMEs, whose objective is commercial exploitation of
the results to build or grow their business, the ongo-
ing management and protection of the [P they need
must continue beyond the end of the project. This is
illustrated by the so-called “5 Pillars of I[P Manage-
ment” as shown in Figure 1, which reflect the dif-
ferent stages of a collaborative project and at which
different challenges related to [P management may
arise.

2. Horizon IP Scan—a New Support Service
for SMEs Involved in EU-Funded Collabora-
tive R&I Projects

2.1 Rationale Behind the Horizon IP Scan Service
The Horizon IP Scan service’ is a new (pilot) service

Figure 1: 5 Pillars of IP Management
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provided by the European Commission and managed
by the European Innovation Council and SME Execu-
tive Agency (EISMEA) launched in March 2021. The
service helps European SMEs involved in EU-funded
collaborative research projects to efficiently develop
and implement strategies to manage and valorise IP in
collaborative R&I activities. This should in turn facili-
tate the exploitation of jointly developed innovations.
The advice and recommendations provided by local [P
experts are intended to help the SMEs to develop a co-
operative way to manage intellectual property created
in collaborations.

The service follows the general principle of IP pre-di-
agnosis and covers different steps such as preparation
work, a visit (or online-meeting), and the provision of
a report. The service may either be provided for a sin-
gle SME or, preferably, a group of SMEs involved in
a collaborative research project. All SMEs requesting
the service will receive an individual [P review by an
individual expert—resulting in an individual report. In
addition, if applicable, the service will conclude in a
joint discussion with all SMEs within the collaboration
that requested the service.

In general, IP pre-diagnosis services aim to support
SMEs in identifying intangible and intellectual assets
and to make an objective assessment whether protec-
tion—and if so what type of protection—would sup-
port commercialisation activities, taking into account
the business strategy of the company. It may also be
most appropriate to make the asset open (deliberate-
ly put in the public domain), and grow the business
through added-value products or services.

[P pre-diagnosis allows a firm to gain a clear picture
of its IP assets, to ensure that it is able to manage its
own [P and develop
an effective manage-
ment plan or strate-
gy to run and grow

Prevent potential IP conflicts;

Boosting the plan for
the exploitation and
dissemination of results;

5. The primary objec-
tive of Horizon IP Scan is
to facilitate the exploita-
tion of jointly developed
innovations. For this
purpose, the service will
support SMEs in defin-
ing strategies and ap-
propriate measures to a)
give access to existing IP,
b) to protect, c) to share,
and d) to exploit IP cre-
ated during research
and innovation collabo-
rations. For further in-
formation, please visit
www.horizon-ipscan.eu.

Better understand, define,
and negotiate appropriate
IP clauses before the start of
a collaborative R&l project
(e.g., when negotiating
Consortium Agreements);
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the business. As a common principle, [P pre-diagnosis
is expected to take a holistic view on the SME’s [P
awareness and practices (“the big picture”) and follow
a capacity-building approach. The service aims to raise
general awareness of [P-related issues and identify ar-
eas for improvement with respect to IP strategy devel-
opment and management.

Horizon IP Scan follows an adapted IP pre-diagnosis
approach tailored to the needs and challenges of SMEs
involved in collaborative R&I projects. The service is
aimed at improving the valorisation of research and in-
novation results by enabling the smooth cooperation of
various project participants with shared and (potential-
ly) jointly developed and jointly exploited intellectual
property. Another particularity is the grouping of sev-
eral SMEs from a given project to receive a joint report
and de-briefing session, addressing findings and recom-
mendations regarding collaborative [P management.

Horizon IP Scan is implemented at the early stage of
the project implementation and is not only about how
an SME survives in a collaborative project and avoids
losing their intellectual assets or their competitive po-
sition; it is much more about developing new value
propositions and enhancing their competitiveness and
growth. The Horizon IP Scan service can help SMEs in-
volved in collaborative projects to identify and address
the key issues related to strategies and methods for
company and collaborative [P management, protection,
and exploitation, ensuring these are aligned to the
company’s own business objectives and those of their
collaboration partners—maximising the impact and
benefits of the collaboration for all parties involved!
The benefits for SMEs are outlined in Figure 2.

The brief analysis reflects on IP expert reports as

Figure 2: Benefits For SMEs

Identifying potential ways
to protect intangible and
intellectual assets;

To increase overall
awareness of IP
management,
protection, and

exploitation: Leveraging the company’s

innovation capacity;

Manage jointly created
and jointly owned IP;

To get a clear picture
of existing IP brought
into the collaboration:

Develop a joint IP
management, protection, and
exploitation strategy with
consortium partners;
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well as the self-assessment questionnaires and satisfac-
tion surveys collected from the SME applicants. It cov-
ers the main challenges faced and recommendations
made by the experts.

2.2 SME Applicant’s Profile

As the Horizon IP Scan service is still in its ramp-
up phase, the survey considers service provisions for a
first wave of 104 SMEs applying from 28 different Eu-
ropean countries. Over 90 percent of the applications
have been received from micro-sized (0-9 employees)
and small sized (10-49 employees) companies. Health-
and biotech-related applications count for 34 percent
of total applications, followed by applications from the
ICT sector with a share of 26 percent. Together these
three technology fields accounted for 60 percent of
all service requests. Other technical fields are energy,
physics, chemistry, engineering, and materials. Besides
the “expected” deep-tech sectors, the Horizon IP Scan
service has also proven to be very attractive to SMEs in
the field of business consultancy. See Figure 3.

2.3 Main Motivation for SMEs to Apply and Key IP
Issues Addressed

The aspects listed below are not in priority order,
but reflect the main motivations to call for the IP advi-
SOTy service:

* Applicants need support in the identification and
management of different types of IP ownership.
In joint ownership situations, SMEs would like
to have a clear overview on how to agree: (a) the
relative contributions to the IP generated; (b) the
allocation of [P management responsibilities; and
(c) fair and reasonable shares of costs and reve-
nues. SMEs asked for strategic advice regarding
the management of access rights beyond the pro-
ject duration.

SMEs would like to be aware of the best ways to
protect and manage the intellectual assets gener-
ated, while understanding the full range of pro-
tection options—including secrecy. They want to

Figure 3: Level Of Intellectual Property Awareness/

Dependence Of Company Activities On IP

ensure all the [P rights linked to the project are
correctly addressed and that potential risks asso-
ciated to IP are minimised.

SME beneficiaries have a high interest in under-
standing the rationale and benefits of various IP
protection strategies, particularly in different ter-
ritories.

Applicants request feedback on their existing I[P
management, decision-making hierarchies, and
organisational roadmaps. Additionally, they want
to be more informed about IP/knowledge man-
agement systems and their use. This includes
best practices how to deal with publication strat-
egies in line with the individual interests of the
consortium partners.

Applicants seek to learn more about the rele-
vance of background IP shared among the con-
sortium partners for the project and how it can
add value to follow-up IP valorisation strategies
and exploitation pathways in accordance with
the technology readiness level and the maturity
of the sector.

SME beneficiaries have a high interest in assess-
ing the economic value of IP protection to sup-
port commercial activities.

2.4 Main Weaknesses of IP Management
Capabilities Identified

¢ Knowledge and intellectual assets brought into
the collaboration (“background”) are not well de-
fined or sufficiently protected.

e Responsibilities for [P management are usual-
ly not efficiently shared. Segmenting those re-
sponsibilities between too many partners usually
causes inconvenience and complications.

e There is a lack of knowledge concerning Horizon
[P rules (e.g., regarding ownership of the results
and obligations regarding [P dissemination, pro-
tection, and exploitation).

e Possibilities to shape IP provisions in the CA ac-
cording to the
specificities of the
collaborative pro-
ject (and in line

with the overall
framework  pro-
vided by the GA)
are not being fully
explored.

* Appropriate sys-
tems and process-
es for managing

Dependence On IP

1l

Prior IP Knowledge
80%
60%
60% *
40%
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20%
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0% . m %
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knowledge flows

Low (1-2) Medium(4-6) High(7-10) between part-

ners and related
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mutually agreed strategies for protection and ex-
ploitation of project outputs are missing.

* There are no clear guidelines on open science ap-
proach (e.g., pre-publication procedures) on the
one hand and its relationship with IP protection
on the other hand (e.g., the requirement to retain
ownership of copyright in scientific publications).

e The full scope of IP protection measures and strat-
egies is not grasped (e.g., usually only patent filing
is foreseen). The strategic use of other protection
measures is rarely considered; for example, formal
[P rights, trade secrets, or contractual agreements.

The importance of confidentiality is not well un-
derstood. The partners do not always pay sufficient
attention to maintaining the secrecy of important
data or confidential information when dealing with
third parties.

A thorough understanding of the different types
of IP and the rationale for their use is lacking, in-
cluding a lack of understanding of the value of 1P
management tools and databases (i.e., Espacenet,
TM view, etc.).

Beneficiaries have a misperception of the open
innovation concept. SMEs tend to consider it as
a knowledge leakage with a detrimental effect on
their business. Potential business opportunities of-
fered through collaborative innovation processes
are not sufficiently exploited.
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3. Conclusions

The authors fully underline—from their own expe-
rience and studies—the results of a recent EC study®
considering the question whether [P is an enabler or a
barrier to collaborative R&I projects. This article clear-
ly highlights that intangible and intellectual assets in
many forms are key enablers of collaboration. SMEs
seek to share and gain access to different forms of IP
through collaboration in order to pursue their business
goals. While the forms of IP may differ, there is no evi-
dence that it acts as a barrier to collaboration.

First insights gained from the Horizon IP Scan ser-
vice delivery demonstrate a lack of capabilities, best
practices, and adequate tools to leverage the benefits
of collaborative [P management mechanisms.

Major deficits are linked to poor valorisation strate-
gies specifically within the collaborative setting, result-
ing in missed opportunities with regard to successful
and impactful exploitation of project outcomes.

However, SMEs show an increasing interest in gain-
ing a better understanding of using IP management
strategies and practices within R&I collaborations to
help their businesses grow and remain competitive. l

Available at Social Science Research Network (SSRN):
https://ssrn.com/abstract=4120501

6. EC Study, 2021: Building stronger intellectual property
strategy capabilities; Supporting SMEs to succeed with open
innovation.



