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The only thing that keeps us alive is our brilliance. The only way to protect our brilliance 

is our patents 

- Dr Edwin Land 

Inventor of instant photography 

 
 

Introduction 

Over the last twenty years, the global economy has slowly transformed into a vibrant 
knowledge economy. With reduced barriers to entry and pervasive globalization, a small 
company in a developing world can compete for its share on the world stage. The invention 
of new ideas and products remains an integral part of the global economy1 and the 
commercial food chain. Patents are an invaluable tool to protect and commercialize the 
inventions. They are essential to creating the barriers to entry for rivals. They are needed for 
building the credibility and the confidence of investors, customers, partners, and employees. 
They are required for providing clarity as to the property ownership, for demanding leverage 
from the industry, and for generating sustainable revenue from licensing and sale.  

In the global marketplace, amongst all the other competitive factors, innovation matters the 
most and patents can help deliver the competitive edge required to remain viable. Inventors 
who used to see patents solely as part of their defensive strategy (and to alleviate any 
future litigation risks) to prevent competitors encroach their space are looking to be more 
aggressive with their inventions to make patents part of their offensive and licensing 
strategy. To ensure the financial security of the patents, some companies are embedding 
their IP programs as part of their Knowledge Management and Risk Management initiatives 

                                                             

 

 

 

 

1 While the patent protection system in western nations is much more advanced, the patent regimes in developing 
nations such as China and India are just getting serious. However, even in these countries, without any patent 
protection, inventor will typically have no recourse against the infringers. Countries with higher growth rate tend to 
be more active in filing patents. US in the 70s, Japan in the 80s, US again in the 90s and this decade, the filings in 
Korea and China (and India) have increased tremendously. 
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where they capture know-how, harvest IP and ingrain IP into their product development 
lifecycles.  

Patents will continue to grow in their contribution as a key corporate asset. Since much 

value is associated with patents, the industry need better tools to assess and to understand 

the valuation and the strength of the patent portfolios. This paper will introduce the 

methodology of Patent Portfolio Quotient™ (PPQ) to measure performance of your patent 

program and portfolio that enables a Return on Investment (ROI) driven approach. PPQ 

measures the quality of the patent portfolio and the patent program with clear policies and 

procedures as it relates to the lifecycle of patents within an organization from innovation to 

licensing2 or sale. We will review the importance of patents as a tool for competitiveness 

and their value to a corporation. Next, we will address - why a patent program should be 

integrated with product development lifecycle to extract the maximum value from their 

intellectual property3 assets. Finally, the paper will introduce the basics of PPQ and discuss 

what inventors and companies can do to increase their PPQ. 

 

 

 

 

 

                                                             

 

 

 

 

2 Many companies claim annual licensing revenues of hundreds of millions of dollars; indeed, IBM is reported to have 
recently generated $1.5-2B in annual licensing revenue. Qualcommôs success with patent licensing is well known ï its 
licensing and royalty revenues top 38% of the total revenues and is likely to top $3B in 2007. Microsoft is also 
opening up its IP for licensing and spinoffs. 
3 While IP includes copyrights and trademarks, for the purpose of this paper, we will primarily be dealing with 
patents. 
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Patents as a tool for competitiveness 

Over the last 20 years, the number of patent applications and issued patents has grown tremendously 
(Figures 1-2). In the US alone, there has been a three-fold increase. According to the US Patent Office 
(USPTO), approximately 480K patent applications will be filed in 2007. This number is expected to 
balloon to 700K by 2012.4 Worldwide, the growth rates are comparable to the overall increase in 
economic activity as measured by world GDP growth.5 In China, in 2006, over 573K patent applications 
were received (82% domestic) and 268K or 47% of the applications were granted, maintaining a healthy 
growth rate of over 20% YOY.6 Patent activity in Korea also picked up significantly taking it well ahead of 
many European nations. The 145K Patent Cooperation Treaty or PCT7 applications (overall applications 
total was 374K which ranked Korea at number four behind Japan, US, and China) filed in 2006 helped it 
surpass UK to take the number five ǎǇƻǘ ƛƴ ²ƻǊƭŘ LƴǘŜƭƭŜŎǘǳŀƭ tǊƻǇŜǊǘȅ hǊƎŀƴƛȊŀǘƛƻƴǎ ƻǊ  ²LthΩǎ ŀƴƴǳŀƭ 
ranking for PCT applications.8 The overall number of PCT applications also increased from approximately 
40K in 1995 to over 135K in 2005. 

Heads of states have placed an urgent priority on protecting IP. In his annual address in 2002, Prime 
aƛƴƛǎǘŜǊ YƻƛȊǳƳƛ ŜƳǇƘŀǎƛȊŜŘ ǘƘŜ ƴŜŜŘ ŦƻǊ Lt ǇǊƻǘŜŎǘƛƻƴ ǘƻ ŜƴƘŀƴŎŜ WŀǇŀƴΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ 
competitiveness.9 One of the first decisions by the incoming new Prime Minister of UK, Gordon Brown 
was to appoint an IP minister for the first time.10 Recognizing its strategic value, nations have also 
stepped up their programs to fight piracy and counterfeiting around the world.11 R&D is a high-risk 

                                                             

 

 

 

 

4 Source: The USPTO Strategic Plan 2007-2012, Dec 2006 
5 Source: WIPO Patent Report ï Statistics on Worldwide Patent Activities, 2006 
6 Source: State Intellectual Property Office of China or SIPO 
7 The PCT is an international agreement for filing patent applications having effect in up to 117 countries. It simplifies 
the process of filing patent applications in multiple countries and helps delays the cost associated with such filings 
before the commercial viability of the invention is proven. 
8 Source: Korean Intellectual Property Office or KIPO Annual Report 2006 
9 It was the first specific mention of IP in a PMôs keynote address in the history of Japan (and probably the world). 
Source: Hisamitsu Arai, How Japan Formulated a National IP Strategy, WIPO Magazine, June 2007.  
10 Intellectual Asset Management Magazine Blog, 7/9/2007 
11 In FY 2006, US stepped up its Strategy Targeting Organized Piracy (STOP!) initiative and placed IP experts in 
Southeast Asia, India, China, Middle East, North Africa, Latin America, Russia, Turkey, Egypt, and others. To soften 
its tarnished image of IP piracy, China stepped up its program of education, passed more laws to curb theft, and sent 
high-level delegates (from SIPO) worldwide to talk about IP protection in China. IP Protection is the one of the most 
significant challenges that China faces since its acceptance into the WTO. The European Commission on IP has also 
strongly stated that the European patent system needs to be reformed if it was to fulfill its potential for innovation 
and as such, the commission has set out its proposals for reforming the patent system in Europe. 



What is your PPQ? 

 

 

© Copyright 2007. All Rights Reserved 

5   

 

 

endeavor and high-quality patent protection regimes are required to reward entrepreneurs and 
companies for taking such risks.12 

Patents are a driving force for promoting innovation, growth, and competitiveness. A recent 
European Union Commission study on the value of patents13, which was based upon a survey of 10,000 
inventors in eight member states14, assessed the monetary value of patents, the economic and social 
impact of patents, patent licensing, the use of patents for creating new firms and the relationship 
between patents, R&D, and innovation. Although there were differences between member states and 
industry sectors, the overall "patent premium"15 for the reviewed member states amounts to 1% of 
national GDP for the period 1994-1996 and had reached 1.16% of GDP during the period 2000-2002.16 

                                                             

 

 

 

 

12 Of course, the market has to be wary of patent abuses, too many granted patents that wonôt hold the validity test 
during litigation, and arm-wrestling that lets big companies destroy smaller enterprises by the weight of litigation 
expenses. 
13 Study on patents: ñWhat are patents actually worth? ï the value of patents for todayôs economy and society,ò July 
2006. 
14 Denmark, France, Germany, Hungary, Italy, Netherlands, Spain, and UK. 
15 The ñpatent premiumò is the value of the patented invention net of the value of the invention if the inventor had no 
patent on it. 
16 Source: Communication from the commission to the European Parliament and the Council, 3.4.2007 
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Figure 1. US Patent applications summary of last 20 years17 

LƴŘŜŜŘΣ ŀ ƴŀǘƛƻƴΩǎ ŎŀǇŀŎƛǘȅ ǘƻ ŎƻƳǇŜǘŜ ŘŜǇŜƴŘǎ ƻƴ ǘƘŜ ƭŜƎŀƭ ǇǊƻǘŜŎǘƛƻƴ ǎȅǎǘŜƳ ƛǘ Ŏŀƴ ŎƻƴŦŜǊ ƻƴ the 
companies willing to invest in that country. Japan and US realized this much earlier than others did and 
now China and India are coming to the realization of strengthening their patent regimes. In this 
knowledge economy, it is estimated that over 80% of the net worth of a company is intangible assets.18 
IP and Patent Portfolio are essential part of the intangible asset portfolio. 

                                                             

 

 

 

 

17 Data Source: 2006 Performance and Accountability Report, USPTO 
18 It includes brand value, patents, copyrights, trademarks, trade secrets. 
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Figure 2. Total Number of patents granted over the last 55 years19 

                                                             

 

 

 

 

19 Data Source: WIPO Statistics Database 
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It is clear that the patent activity has gone up in the last 10-20 years in most of the vibrant economies. 

However, the total number of patents does not matter much as compared to the total number of quality 

or valuable patents. Many companies both big and small get carried away by getting involved in the 

patents arm race and collect too many patents that have little to no value. Additionally, while there is 

significant importance given to the value of patents, very few companies have an ongoing program to 

measure the performance of their patent portfolio. While some have put into process a well-oiled 

machine to constantly capture and file for patent protection, few companies have adopted an ROI 

driven approach. Too many companies focus on just amassing the number of patents without really 

looking into the value of patents they are collecting. Even if there is an investment-driven approach, not 

many companies have an effective licensing program to extract tangible value from their IP. 
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The value of Intellectual Property 

While the value of good patents is universally accepted, only a handful of companies have active 

programs that are embedded within their organization to capture and enforce the IP and Patent rights. 

Even some of the most innovative companies with the broadest patent portfolios fail to recognize the 

value of their IP assets. While they amass a significant number of valuable patents over time, they 

remain oblivious of their value in the market place and their ability to extract revenue stream. This 

results from the mindset of treating corporate legal and IP departments as cost centers rather than 

groups of strategic importance for the company that can produce significant value to the company. One 

has to recognize that there is more to IP than just putting a line item in the financial statements. The 

group dealing with IP and patents should be handled under corporate and strategic management. 

Research shows that small companies, which form the cradle of IP, and future large companies are 

generally IP unaware and lack programs to grow their IP effectively.20  Too many small enterprises rely 

on confidentiality ŀƎǊŜŜƳŜƴǘǎΣ ǎŜŎǊŜŎȅΣ ŀƴŘ ǎŜŎǊŜŎȅ ƛƴ ŘŜǎƛƎƴ ǘƻ ǇǊƻǘŜŎǘ ǘƘŜƛǊ άŜǎǎŜƴǘƛŀƭέ ƛƴƴƻǾŀǘƛons. As 

a result, many of them are burnt as they introduce the product into the market, which is quickly copied 

by others, or when the key employees walk away to work for competitors or when the business 

relationship with key suppliers or partners turns sour. Without having effective deterrent (and the 

future licensing revenue source), these companies effectively shut down and can rarely recognize their 

true potential. Companies who develop a solid portfolio to protect their core and essential IP benefit 

from licensing even in the face of product competition.  

Interdigital develops technology and systems for the wireless industry and has built a strong 3000 patent 

portfolio that has helped garner $1B in licensing revenues since 1992 and is currently operating at the 

healthy rate of $50M/quarter.21 The patent licensing revenue was 11% of the total revenue for 2006. 

Yes, they did have to go to court to resolve disputes with giants like Nokia and Samsung, which would 

have been impossible to do without a solid patent program and quality portfolio. It won settlements of 

$253M and $134M respectively in 2006 but also signed a licensing deal with LG for $285M displaying 

ŎƻƳǇŀƴȅΩǎ ŀŘŜǇǘƴŜǎǎ ǘƻ ōƻǘƘ ƭƛŎŜƴǎƛƴƎ ŀƴŘ ŜƴŦƻǊŎŜƳŜƴǘΦ 

                                                             

 

 

 

 

20 UK Intellectual Property Awareness Survey 2006, UK IPO 
21 Interdigital annual report 2006 
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Similarly, Immersion, a company with IP in the area of haptic technologies was diligent in protecting its 

IP from the start (1993) and worked to gather 37722 patents (US and Non-US) which covered their core 

IP very well. As a result, companies like Microsoft, Sony, Samsung, Nokia, and others who needed to use 

the vibration technology for their devices were forced to license the portfolio and licensing23 revenues 

has been accounting for 26-37% of the total revenues for the past three years.24 

Hitachi and Fujitsu, the two Japanese giants have some of the biggest IP portfolios in the world. They 

have weaved IP strategy into the fabric of their company. Both companies have business strategy, R&D 

strategy and IP strategy intertwined to maximize impact. The importance of IP to their corporate 

strategy is indicative of the fact that their Intellectual Property Group has a direct reporting link to the 

President and CEO of the company.25 

As we know, all patents are not created equal. Some are worth billions, others can create sizable 

revenue streams26, and a good number are of little to no value.27 Either they are not good patents that 

can drive any inherent value from the ecosystem or they are collecting dust in some unrealized value 

locker.28 Often times, companies will assign significant value to their portfolio but some of the patents 

                                                             

 

 

 

 

22 As of July 11, 2007 
23 Some of the revenue models are a) perpetual license of IP portfolio based on per unit royalties b) time-based license 
of IP portfolio with up-front payments and/or annual minimum royalty requirements c) perpetual licensing of IP with 
contracts for development work. 
24 Immersion annual report 2006 
25 Masanobu Katoh, ñFujitsuôs Intellectual Property Strategy,ò April 2006 and Yasuo Sakuta, ñIP Strategy of Hitachi,ò 
April 2004 
26 IBM and Qualcomm are good examples who generate billions of dollars in licensing revenue. 
27 As was evident in the famous NTP vs. RIM trial, NTP patents were nullified by the USPTO, yet RIM was forced to 
settle the case in the amount of $612M. It is no secret that the patent regimes are not perfect; unfortunately, the 
invalidity can generally be undertaken only under litigation. USPTO to its credit is pursuing an open source 
methodology to minimize granting of frivolous patents. NTP vs. RIM is also an interesting case study in licensing vs. 
litigation strategy. The litigation costs eventually cost RIM over 150-200 times more than the original licensing costs. 
28 Only about 20% of patents are actually used by companies with good patent programs. Companies with inefficient 
programs use 10% or less of their patents. 
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are deemed invalid in litigation.29 Studies have shown that somewhere between 33% to 50% of litigated 

patents are held invalid.30 Sometimes, patents are the only saving grace for companies.31  

Patents are also good as a negotiating tool. IBM used it effectively against Amazon in its recent case 

against the company forcing a settlement. Licensing and acquisition of patent portfolios (or companies) 

help some of the late entrants (to a given area) narrow the gap from their competitors as well as help 

alleviate future litigation risks (and some turn it around into a profitable licensing business). Large 

companies such as Microsoft, Cisco, Google, and others are fairly aggressive in the M&A space. 

Survival analysis of patents provides some measure of value of a given patent. For example, the patents 

that have been maintained for 12 years or more (about 40%) are the most valuable vs. the ones that 

expire within 4 years. Obviously, good patents are maintained for longer duration.32 In pure economic 

value, only 1% of the total patents are actually worth $1.1M or more.33 The patent portfolio is likely to 

skew towards top 1-10% of the patents that hold more than 50% of the value.  

In the next section, we will look at how the interested parties (companies, investors, board, and 

analysts) can go about measuring the quality of the patent portfolio by looking at both the subjective 

and the analytical factors that can help determine the value of the assets. 

 

 

 

 

                                                             

 

 

 

 

29 Litigations can drain a lot of resources from a company and hurt those who are not prepared to deal with this side 
of the business. An average patent suit costs $3.5-5M and with significant ones reaching $60-100M. With number of 
suits on the rise, this is a real problem for the IP industry. 
30 Stephen McJohn, ñIntellectual Property: Examples & Explanations,ò Aspen Publishers, 2003. 
31 In TiVo vs. EchoStar, jury awarded $74 judgment in favor of TiVo pretty much securing its short-term future which 
otherwise was facing a very challenging marketplace. 
32 And obviously, converse is not true; they are good because they have been held for a long duration. 
33 Source: Ocean Tomco 
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Analyzing Patent Portfolio Quotient or PPQ 

In the previous sections, we have established the value of patents to companies, industries, and nations. 

We also discussed the lack of tools to measure the value and performance of a given portfolio. This 

section will introduce a methodology called Patent Portfolio Quotient or PPQ that can be used to 

evaluate the quality of any patent portfolio. PPQ provides a broad framework for looking at patents and 

the patent portfolios. There are several factors that need to be considered to determine PPQ (see figure 

3) or the value of a patent (family). Two key factors can help determine the quality of a patent portfolio. 

First, the quality of the patents, which can be determined by a composite analysis of the numeric factors 

from the patents and subjective factors, based on an expert opinion from the technical and legal experts 

intimately involved in the industry (or sub-segment of the industry). Second, it is important to look at 

the quality of the patent program within an organization in terms of how patents are being used to 

deliver measurable ROI to the organization. 

Numeric Analysis 

The numeric factors include but are not limited to the length of patent maintenance, the length of 

patent specification (in words), the independent claims, the dependent claims per independent claims, 

the claim length, the shortest independent claim, the claim type, the number of related patents, the 

number of prior art patents cited, forward and backward citations, and some other statistically 

measurable factors. Each of these factors has a statistically significant correlation to patent strength and 

thus quality of the portfolio.  

Subjective Analysis 

For the subjective part of the analysis, one has to look at the value of the patent in the ecosystem: how 

essential is the patent? Are there design-arounds? Is the patent well protected with broad34 claims? Is it 

enforceable? Is the infringement detection simple? Are there several other alternate methods known? 

                                                             

 

 

 

 

34 Not all broad patents are good. In fact, they might have a hard time in litigation. Apple was unsuccessful in 
defending MACôs ñlook and feelò against emulation by Microsoft and HP. A great example of a broad patent portfolio 
for a specific technology was from Polaroid in the area of ñinstant photography.ò In the 1986 landmark case, Polaroid 
was granted $1B award against Kodak and won the injunction barring Kodak from competing in the instant-film 
camera business. 
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²ƘŀǘΩǎ ǘƘŜ prosecution and licensing history? This initiative has to be undertaken by someone well 

versed in the area of the patent and is also familiar with the competitive landscape in the industry (and 

adjacent industries). The process must take input from both technical and legal analysts and authorities 

to ensure technical and legal viability of the asset. 

NUMERIC 

ANALYSIS

SUBJECTIVE

ANALYSIS

PATENT 

PROGRAM 

ANALYSIS

f(Ɇ) Patent Portfolio QuotientÊ

(PPQ)

 

Figure 3. Patent Portfolio Quotient Methodology 35 

 

Patent Program Analysis 

Next, one must look at the patent program ƛǘǎŜƭŦΦ IŀǾƛƴƎ ƎƻƻŘ ǇŀǘŜƴǘǎ ŘƻŜǎƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ ƳŜŀƴ ȅƻǳ 

have the best program to generate the shareholder value. More often than not, companies sit on 

                                                             

 

 

 

 

35 Source: Chetan Sharma Consulting 
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patents for the life of the asset without considering licensing or protecting their rights in the market 

ǇƭŀŎŜΦ hƴ ǘƘŜ ƻǘƘŜǊ ǎƛŘŜΣ ŎƻƳǇŀƴƛŜǎ ŘƻƴΩǘ ŦƛƭŜ ǇŀǘŜƴǘǎ ƻƴ ǘƛƳŜ ǘƻ ǇǊƻǘŜŎǘ ǘƘŜƳ ŀƎŀƛƴǎǘ ŦǳǘǳǊŜ 

infringement. The recognition of IP as an intellectual asset is paramount to successful strategic IP 

planning. Intellectual Property is an asset, and should be managed as such. 

Patent program should also take into consideration the local laws and regulations. For example, under 

the Japanese patent law, patent rights belong to the inventors even if the invention is made during the 

course of their employment. However, a company can end a contract with its employees and 

researchers whereby patent rights are assigned and transferred to the company in return for 

appropriate compensation. By not keeping track of the assignments, company might lose value and 

open itself to litigation risks. In the landmark case of Dr. Shuji Nakamura vs. Nichia chemical company, 

Dr. Nakamura was awarded $180M over his claim for appropriate remuneration for his contribution to 

the invention of a blue LED that had excellent market potential.36 

In China, since patent law, practice, and enforcement are still quite dubious, companies need to 

consider other business and technical strategies to compliment their IP strategy. In India, while the legal 

system provides better protection, employee turnover is extremely high and as such, policies and 

processes need to be in place to protect IP from walking out with the workers. 

Thus, for global enterprises, the patent program has to take into account the subtleties of local law and 

cultures to devise a more effective long-term IP strategy. 

 

 

 

 

                                                             

 

 

 

 

36 Hisamitsu Arai, ñHow Japan Formulated a National IP Strategy, WIPO Magazine,ò June 2007. On appeal, the 
parties settled out of court in 2005 and Dr. Nakamura accepted $8M in return for transferring the patent rights to 
Nichia. Originally, if Nichia had done its paperwork, cost of owning the patent would have been $200. 
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Patent program strategy 

An effective strategic IP plan will prompt the development, acquisition, maintenance, and licensing of IP 

assets, just as a traditional business plan would do with tangible assets. Each piece of IP should be 

viewed as something that furthers the company goals, and confers value to its owners, shareholders, 

and customers. That value may be independently and discretely recognizable, or may be an embedded 

part of a comprehensive business strategy. In addition, expenses should be minimized in pursuing 

useless patents that will create no strategic value to the company. Patent portfolio is not a numbers 

game.37 It can also get very expensive.38 It is about Quality not Quantity.  

In the patent program rankings published in IEEE Spectrum, Nov 200639, Micron Technology beat IBM, 

HP, Intel, Broadcom, Microsoft, Hitachi and other patent powerhouses40 in patent program rankings. 

The study considered forward citations as a way of determining which innovations lead to further 

innovations and looked at the diversity of the patent portfolios. However, even such a methodology is 

incomplete, for many times, forward citation (which is just one of the statistically relevant parameter) 

has nothing to do with the value of the assets41. One has to discern technical, business, and the legal 

merits of a patent before judging value of the patent. 

True strategic IP planning requires a robust understanding of IP goals, and strategy of the company. 

There is no single playbook that can be adopted by the company as the specifics and details will vary for 

each entity. However, successful IP programs have a few things in common. One of them is the tight 

alignment of the IP and strategic goals.   

                                                             

 

 

 

 

37 Often times, VC investments are made purely on the number of patents in the portfolio rather than the value of the 
patents in the ecosystem. 
38 Gaining sufficient protection for a patent internationally can cost upwards of $100K. Filing family of patents to 
create a fence might cost close to $1M. Empirical evidence suggests filing patents without a clear patent strategy is a 
waste of time and money. 
39 http://spectrum.ieee.org/nov06/4699 
40 In the Telecom Services segment, RIM came out of top of other Telco giants like AT&T, Siemens, DoCoMo, BT, and 
France Telecom. In the Telecom Equipment segment, Finisar was ahead of Cisco, Motorola, Nokia, Qualcomm, 
Ericsson, and Nortel. 
41 For example, a small number of Qualcomm patents have generated billions of dollars in revenue while others have 
earned zero. 
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As discussed before, corporate legal departments are generally viewed by management as cost centers 

rather than profit centers. Simple economics dictate that this should not be the case, and generally, such 

a perception is incorrect. One should actually broaden the scope of legal and IP entities within an 

organization by including IP strategists and industry experts who collaborate to form a coherent and 

viable IP strategy. The program of IP excellence in any organization should center around IP strategists 

who not only have the domain knowledge and industry expertise but also intimate appreciation of the 

value of IP and can help guide the product groups and the legal counsel on the specifics as well as the 

strategic vision. 

Licensing revenue is just a part of the potential value contribution of IP. Others include access to 

otherwise unavailable technology through cross-licensing, leverage in joint development agreements, 

and prevention of lawsuits by competitors. Accordingly, it is readily accepted that the IP has great value 

producing potential, so corporate departments that develop the IP should be viewed as one of the many 

value creating enterprises of an organization. 

An ROI driven approach 

Patent protection is an expensive business. One can expect to spend more than $20,000 over the life of 

an average patent. If you consider filing in multiple geographies, costs can mount rapidly. Despite these 

costs, many companies file patents indiscriminately. While some fortune 500 companies can afford such 

a strategy, small-to-medium size companies need to adhere to a strict ROI-driven patent program.  

One should use a judicious process to select inventions to seek patent protection vs. an indiscriminate 

approach solely based on technical merits. This will give a much better return over the long haul and the 

valuation of such a patent portfolio will be appreciably higher. /ƻƳǇŀƴƛŜǎ ǿƘƛŎƘ ŘƻƴΩǘ ƘŀǾŜ ƎƻƻŘ 

patent-to-product and claims-to-product mapping will see their IP strategy and patent portfolio value 

drop like a rock during subsequent IP events like licensing or litigation. 

The next section will look at how IP should be integrated with product development to extract the 

maximum value from the IP program. 
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Integration of IP Strategy with Product 

Development 

IP strategy should closely align with product development and management cycles (figure 4). Timing is 

crucial in filing patents and disclosure or else one can lose rights to file patents. Product managers and 

key engineers should identify patentable technologies or business methods early in the process. This 

way by the time public disclosures happen, applications are already with the USPTO. At other times, it is 

strategically important not to disclose inventions and wait until the market develops that can take 

advantage of such inventions.  

Similarly, it is generally better to have a mediocre patent having great market traction vs. a great patent 

having little to no market traction, for in the case of latter, even though a good patent represents a 

superior invention; the low commercial value negates any value it might have in the broader market. 

Therefore, one has to always look at the potential or the addressable market when analyzing patents. 

This analysis helps in licensing and sale of the technology further down the road. Senior management of 

public companies have fiduciary responsibilities to manage their IP (and hence their assets) well and in 

line with strategic objectives for the company. 

Market 

Requirements
Product 

Requirements

Design and 

Development

IP competitive and 

risk assessment
IP Protection Process

Public Disclosure

IP Management

Ideation

IP Analysis

IP driven Product Development Cycle

R&D, Other 

Sources

Licensing

 

Figure 4. IP driven Product Development Cycle 42  

                                                             

 

 

 

 

42 Source: Chetan Sharma Consulting 
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To have an effective product strategy, a company must spend some time doing patent-to-product and 

then claims-to-product mapping so they have a fairly good idea how they need to go about building the 

product and conversely for new IP, how to write the patents and the claims. It can be a labor-intensive 

process but is key to preparing a successful product that withstands competitive and legal risks in the 

future as well. It also helps write better patents as it takes into consideration the existing technical and 

legal landscape of the patents while drafting the claims and the specifications language for the patent.  

The entire value of the patent lies in the claims (rest of the text is primarily for supporting the claims) 

ŀƴŘ ȅŜǘΣ ŎƻƳǇŀƴƛŜǎ ŘƻƴΩǘ ǎǇŜƴŘ ŜƴƻǳƎƘ ǊŜǎƻǳǊŎŜǎ ƻƴ ŘŜǎƛƎƴƛƴƎΣ ŀƴŀƭȅȊƛƴƎΣ ŀƴŘ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ŎƭŀƛƳǎΦ 

While numeric factors such as citation analysis matter, it is the claim analysis taken into account with 

other numeric factors that makes the analysis of the patent complete. 

Thus, only by looking at the patent program in its entirety and by having a good grasp of the quality of 

patents (claims) in the portfolio and their standing in the industry, can a realistic assessment of the 

Patent Portfolio Quotient be made. This analysis has direct implications on the net-worth of any 

organization. IP competitive assessment needs to happen throughout the design and the development 

process in parallel with the IP protection process. Usually, you do not have all the information to assess 

existing IP until the end of the design and the development process.  

But, it is critical to start early. 
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Recommendations and Conclusions 

Patents are a driving force for promoting innovation, growth, and competitiveness. So, how does one 

extract the maximum value from their inventions and patent portfolio? By increasing the quality of 

patents filed and by tightly coupling the product development process with intellectual property 

identification, analysis, and protection, one can significantly raise their Patent Portfolio Quotient. Some 

of our recommendations to the entrepreneurs and inventors are: 

1. Establish a team of in-house cross-functional experts to analyze the value of patents 

before filing. Identify holes in the portfolio. Be flexible. 

2. Senior Management should be involved in critical IP matters and should be 

responsible for IP strategy and valuation. 

3. Establish IP policies and procedures. Audit at least once a year. 

4. Educate, Preach, Practice. 

5. Focus on quality not quantity. 

6. Protect Core IP Assets and Inventions. 

7. Take inputs from legal, technical, and marketing in assessing patent strategy. 

8. Integrate IP with product development and strategy. 

9. Be aware of IP in your space. 

10. Plan for patent filings and costs. 

11. Measure PPQ and ROI of your patent program. 

12. 5ƻƴΩǘ ŘƛǎŎƻǳƴǘ ƭƛŎŜƴǎƛƴƎ ŀǎ ŀ ǇƻǘŜƴǘƛŀƭ ǎƻǳǊŎŜ ŦƻǊ ǊŜǾŜƴǳŜǎ. 

IP strategy requires multidimensional thinking. By systematically focusing on the factors that constitute 

PPQ, one can increase the potency and valuation of their portfolio and extract maximum ROI from their 

patent portfolio. PPQ can also be used as a financial metric to judge ongoing performance of a company 

or groups within an organization. 

So, what is your PPQ? 
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Patent Portfolio Quotient TM  is a patent portfolio evaluation, analysis, and improvement methodology 

developed by Chetan Sharma Consulting that looks at multiple variables of the patent portfolio program 

to assess its quality, value, and areas for improvement. 

 

Many thanks to Michel Gaultier for his assistance with this paper.  
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