
Why valuating Patents and how?  
 
 
 
 
 
 
 
 
 

Economic Aspects 



Overview 

• Motivation for filing a patent 

• Cost side of a patent 

• The patent asset side – hidden intangible assets 

• Motivation for valuating patents 

• Valuation cost and benefit 

• Economic ways for valuation 

• Summary 

 



About us 

IPR Systems is a software and consulting firm, specializing in 

Intellectual Property (Patents) and experience of 15 years. 

Core activities are focusing in the development of software solutions 

in Intellectual Property in 2 main areas:  

Patent Search & Analysis: PatentExplorer 

Patent Valuation: PatentEvaluator 

IPR-Systems also offers services in the fields of Research, Analyze, 

Valuation of patents 



Reasons for filing patents – US Companies 

1. Having a monopol by law 

2. Securing investments 

3. Improve chances/quality of liquidity 

4. Company reputation 

5. Improve negotiation position 

6. Prevent infringement actions against us 

7. Licensing revenues 

Source: The Berkeley Patent Survey 
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The value side 
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Value classes

 

Source: European Patent Office, 2005 

Values of EP Patents of european companies 

20-30% of the patents value is > 1 m €  



Intangible assets determine the company asset 

Nortels  
5 year 
average 
Book 
Value:  

$ 1,2 b  

 



1% 

USA 

Japan 

Deutschland 

China 

Frankreich  

UK 

Niederlande  

Italien 

Schweden 

Spanien  

Finnland 

Indien 

andere 
International patent applications 2008 

The value side 

Source: European Patent Office, OECD 
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worldwide license payments 



Germany: at best 75% of the granted patents are in use. 

 

 

 

 

 

 

 

 

 

…but the costs are paid for all 100% 

 

Economic effect of patents 

Source: Bundesverband deutscher Banken 



Economic effect of patents 

What about the 25% „unused“? 

 
not yet 
realizable 

Patents 

maybe 
realizable for 

future products 

maybe 
realizable for 

new processes 

A big percentage has no direct benefit 

What would be the saving effect, if only 5-10% were dropped? 
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Source: Institut der Deutschen Wirtschaft (IW) 2006 



The cost-side 

An average cost scheme of a patent 

Example: EP Patent, 6 States, 10 year term, rounded values  

1. EPO fees    4.600 € 

2. Professional representation before the EPO  10.000 € 
 pre-filing     4.000 € 
 processing    5.400 € 
 translation of claims        600 € 

3. Validation in the contracting states   7.000 € 
 attorney   3.000 € 

 translation cost   3.600 € 
 publication fees      400 € 

4. National Renewal fees and related cost  10.000 € 
 renewal fees (year 5-10)   4.700 € 

 attorney: payment of renewal fees 5.300 € 
 

 Total external cost  32.000 € 
  

 

Source: European Patent Office „Cost of a sample European patent”, 18 pages, 10-year term, excl. in-house costs 

 



Economic impact – Scenario 1 

Data based on Gassmann „Praxiswissen Innovationsmanagement: accumulated average patent costs over 20 
years: EP: 65.000 €, US: 19.000 €, JP: 29.000 €, Average maintaining costs for an EP over10 years: 25.000 €. 
Average Application cost for an EP: 30.000 € 

Example big sized company: An Incorporation holds e.g. 10.000 patents in 
5.000 families. An approximation  shows the following potentials: 



Economic impact – Scenario 2 
 
Example SME: The company holds approx. 1.000 patents in 400 families. An 
approximation  shows the following potentials: 

Data based on Gassmann „Praxiswissen Innovationsmanagement: accumulated average patent costs over 20 years: EP: 65.000 €, 
US: 19.000 €, JP: 29.000 €, Average maintaining costs for an EP over10 years: 25.000 €. Average Application cost for an EP: 
30.000 € 



Economic impact – indirect effects 

Example: Impact on a financing project 

Valuation improves company rating (intangible assets) 

 

 

 Effect: exemplary 0,5% better 

financing conditions 

 

In case of a 1 m € credit  under 

typical conditions* this means 

savings of at least 50.000 € 

 

 

 
* 10 Years, 1% repayment 

 



But… 
…realizing savings and 
asset potentials 

  
requires knowledge of 
patent values 
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Management driven occasions 

Valuation occasions 

Qualitative  

rating  

sufficient 

Monetarization 

required 



Valuation occasions – German Companies 

0 0,5 1 1,5 2 2,5 3 3,5 4 

Liquidation, insolvency 

loan security 

functinal shift 

Voluntary Capital Market … 

debt, equity financing 

Damages Provision 

transfer pricing 

corporate external reporting 

strategic alliances 

cross licensing 

Budgeting 

M&A (incl. patents) 

RnD Mangement 

Employee inventor compensation 

Portfolio Management 



The cost side 
of valuating 



Patent 
portfolio  

Patent 
values 

Valuation 
costs 

• Focusing on 
strong values 

• Reducing 
• valuation costs 
- How to? 

Pareto principle: Valuation effort beats patent value 



Patent valuation expensive but unprecise? 

Market value  

approach 

 

 

Estimate the potential market und share 

Estimate the percentage of the invention of a 

potential product 

Estimate potential earnings 

-> who is doing all these assumptions? 

Cost approach 

Earned value  

method 

 

 

 

Is the „replacement value“ of an IP 

Adds up all development and external costs 

-> do the costs really correspond to the value? 

Calculate the earnings on a patent that is done by 

licensing or product sales. 

-> what if the patent is not yet utilized? 

 

 

 



Valuation cost 

Average cost for a monetized valuation of a single patent (family*) 

Price ranges for an expertise (examples) 

 

 

 

 

Problem: expensive, unprecise and time consuming  

 

 

 

*family definition: Equivalents 

 

 

800 € internal assessment 

30.000 € expertise for banks 



Economic ways for valuating patents 

- Patent valuation based on indicators 
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Comparing indicator based rating  <->  real estate rating 

indicator based patent 
rating

• Indicators 

 Numbers of citations 

 IPC class size  

 Patent family size 

 … 

real estate rating: 

• Indicators 

 Location 

 Squaremeters  

 Year of construction 

 Floor  

 … 

Valuating patents like real estates 
 



Patent Valuation based on indicators 

It works: 

- Pilot use cases showed a medium failure rate of below 50% 

- For comparison: 100% failure is an excellent result (e.g. 

calculated value was 100.000, patent was sold for 200.000),  

- This approach beats other typical failure rates of other methods 

which were above 1.000 % (magnitude)  

- More than 20 Patent valuations (each 15- 500 Patents) done so 

far with the indicator based System PatentEvaluator 

- Unbeatable prices and valuation effort 

 

 

 



Summary 

• Patents are expensive but they offer the most potentials  

• We know the value of each screw we have in use in our 

company but not of what makes 80% of our assets: our IP 

• Patent valuation has many impacts 

Patentmanagement, Invention- and Innovation Management 

RnD Management 

Business Development 

Controlling 

The C level especially financials (CEO, CTO, CFO) 

• Don‘t fear the effort: valuation can be done efficiently with 

excellent results 

• Indicator based methods are a common trend: safe, fast and 

reasonnable - so „hook up!“ 

 

 




