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INTERPRETATION OF FINANCIAL ASPECTS OF INTELLECTUAL PROPERTY
COMMERCIALIZATIOA S AN INNOVATIVE PRODUCT

Abstract. Establishing a mechanism for commercialization of the results of scientific and
technical activities created at the expense of budgetary funds or funds of individuals and legal
entities, ensuring its functioning and attracting intellectual property to the economic turnover can
ensure a significant increase in additional revenues to the budget and facilitate the expansion of
innovative processes in the country. Intellectual property contains the notion of exclusive right to
the results of creative work; accordingly, labor, as appropriate human activity, must end with
remuneration, including financial ones. It is proposed to distinguish the specifics of the financial
aspects of intellectual property from a number of differential characteristics of the subject of study
in two directions, depending on the understanding of the product movement: the aspect of financial
security, which heads the specificity of forms, approaches, sources of funding for research (as one
of the conditions for the creation of intellectual property) the commercialization of intellectual
property as an effective indicator of understanding the meaning of creating an innovative product.
The dynamics of gross domestic expenditure on research, as a share of gross domestic product, in
the countries that are members of the Organization for Economic Cooperation and Development
(OECD) and separately in 28 countries of the European Union have been analyzed. A typology of
existing forms of intellectual property commercialization as a range of innovative product
realization opportunities for economic benefit has been developed. The process of intellectual
property commercialization is modeled, in the form of a generalized visualization of its movement
to an innovative product, which involves four successive steps (the path to the market), choosing
one of the forms of commercialization typology that provides the maximum possible variability for
choosing the optimal strategy.

Keywords: intellectual property, commercialization, financial support, innovation, market.
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TPAKTYBAHHS ®ITHAHCOBUX ACHEKTIB KOMEPIIIAJII3AIIIT

IHTEJIEKTYAJIbHOI BJJACHOCTI SIK IHHOBAIIMHOI'O MMTPOJYKTY

Anoranis. [loOymoBa wmexaHi3My KoMmepmiamizamii pe3ynbTaTiB HAyKOBO-TEXHIYHOI
JSTEHOCTI, CTBOPEHHX 32 PAXYHOK OIOJPKETHUX KOIITIB 200 KOIITIB (iI3UYHUX Ta IOPUANYHHX 0OCi0,
3abe3neveHHs] Woro (YHKI[IOHYBaHHS | 3ajyuyeHHS OO €KTIB IHTENEKTyaJbHOI BJIACHOCTI 0
rOCIOAapChKOr0 000pPOTY MOJKe 3a0€3MEUUTH ICTOTHE 3POCTAHHS JIOJATKOBHX HAJXOJIKEHB 0
OI0[KETIB Ta CIIPUSATH PO3IIMPEHHIO IHHOBALIHHUX MPOIIECiB y KpaiHi. [HTenekTyansHa BIacHICTh
Hece MOHSATTS BUKJIIOYHOTO MpaBa Ha pe3yJIbTaTH TBOPUOI Ipaili, BIAMOBIAHO Mpansd, sSK JOIiIbHA
TISUTBHICTh  JTFOJIMHM, TIOBMHHA 3aKiHYyBaTHCS BHHAropoJjolo, (iHaHCOBOIO B TOMY YHCIII.
3anpornonoBaHo crnenudiky (hiHAHCOBUX aCICKTIB IHTEICKTYaJbHOI BIIACHOCTI BHOKPEMIIIOBATH 3
psany nudepeHUifHNX XapaKTepUCTUK MpeaMeTa OOCTIKeHHS y JBa HaIlpsIMH, 3aJeKHO BiJ
PO3YMIHHS PYXy MPOAYKTY: acleKT (hiHaHCOBOTO 3a0e3MEUeHHS, KU 0Y0IIoE crerudiky dopm,
migxoau, JpKepena (iHAHCYBaHHS HAYKOBHUX JOCHIDKEHb (SIK OJAHIET 3 YMOB CTBOpPEHHS
IHTENEKTyaJbHOI BIIACHOCTI) Ta acnekT (iHaHCOBOI KoMepiiani3alii iHTeNeKTyalbHOI BIACHOCTI SIK
PE3YABTATUBHOTO HIMKATOpPA PO3YMIHHS CEHCY CTBOPEHHS IHHOBALIHHOTO MPOAYKT. AHANITHYHO
JOCTIHKEHO TUHAMIKy BaJJOBUX BHYTPIIIHIX BUTPAT Ha HAYKOBI JOCTIKEHHS SIK YaCTKy BaJlOBOTO
BHYTPIIIHBOTO MPOAYKTY y KpaiHax, siki € uieHaMmu OpraHizalii eKOHOMIYHOTO CIIBPOOITHUIITBA Ta
posutky (OECD), ta okpemo y 28 kpainax €Bpomneiicbkoro Coro3y. Po3po6iieHO THITOJIOTi0
HasiBHUX (opM KoMmepLianizauii iHTeNeKTyaJbHOI BIACHOCTI SIK KOJIO MOXKJIMBOCTEH peanizamii
IHHOBALIHHOTO MPOAYKTY 3 METOI0 OTPHMaHHS EKOHOMIYHOI BHMTOJH. 3MOJEIBbOBAaHO MPOIEC
70 IHHOBALI{HOTO NPOIYKTY, L0 NPHUIYCKAE UYOTHPH MOCTIAOBHI KpOKM (LUISIX AO PHHKY),
obupatrounn omHy 3 (QOpM THIONOTII KOMepIiamizamii, SKa Haga€ MaKCUMAIbHO MOXIIUBY
BapiaTUBHICTH 7151 BUOOPY ONTHMAIBHOT CTpATerii.

Knrwouosi cnosa: inTenextyanbHa BIIACHICTh, KOMepmiani3ais, (iHaHCOBe 3abe3medeHHH,
IHHOBAITIS, PUHOK.

®opmyit: 0; puc.: 1; Tadun.: 4; 6i6:.: 10.
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TPAKTOBKA ®UHAHCOBBIX ACIIEKTOB KOMMEPHUAJIN3ALIUN
UHTEJJIEKTYAJIBHOM COBCTBEHHOCTH
KAK UHHOBALIMOHHOI'O MPOAYKTA

AHHOTAUMA. AHaJUTHYECKH HCCIENOBaHAa JAMHAMMKA BAJOBBIX BHYTPEHHUX 3aTpaT Ha
Hay4YHbIE KCCJC/IOBaHMsI KakK JIOJI0O BajJOBOTO BHYTPEHHETO MPOJYKTa B CTpaHaX, KOTOpHIE
ABNSIOTC wieHamu OpraHu3aiuy SKOHOMHYecKoro cotpynnudectBa u passutus (OECD), u
otnensHo B 28 crpanax EBpomelickoro Coroza. PazpaboTana Tumosiorusi cymecTByOmuXx (hopm
KOMMEPIHAIA3AIMN HHTEJICKTYAIbHONH COOCTBEHHOCTH KaK KpYr BO3MOXHOCTEH peau3aiiu
WHHOBAIIMOHHOTO TPOAYKTa C IENbI0 TMOJYyYeHUS SKOHOMHYECKOH BBHIrOJbl. CMOAETHpPOBaH
IPOLIECC pean3allii KOMMEpPIHUAIN3alui UHTEIUIEKTYaIbHOW COOCTBEHHOCTH B BHJIE 0000IEHHON
BU3yaJlM3allMd €€ [JBW)KCHUS JI0 HWHHOBAaLlMOHHOTO TIPOAYKTa, YTO NPEANOoJaracT 4YeThIpe
mociefoBaTeNbHBIX  mara (MyTh K  PBIHKY), BbIOWpas oAHy U3 (opM  THUIOJIOTHU
KOMMEpILHUAIN3aliH, KOTOpas MPENOCTaBIsEeT MaKCUMalbHO BO3MOXKHYIO BapHAaTUBHOCTH JUIS
BBIOOPA ONITUMANIEHON CTpaTETHH.

Knrwouesvle cnosa: nHTENNEKTyanbHas COOCTBEHHOCTb, KOMMepLMaIU3auus, (HUHAHCOBOE
obecrieueHre, THHOBAINH, PHIHOK.

®opmyn: 0; puc.: 1; tTadmn.: 4; 6ubn.: 10.

Introduction. The challenges of the rapidly evolving globalization space, the global
competition in the field of high technologies, necessitate the reorientation of the innovative product
management system to actively attract the results of intellectual activity to the economic circulation.
Domestic enterprises are far from fully utilizing this competitive advantage, which is manifested in
a small proportion of commercialization of high-tech products. Intellectual property must form the
basis of a country’s national wealth, determine its economic positioning in a number of other
countries, and provide conditions for stable economic development.

Research analysis and assignment. S. Kinsella [1], I. Shushakova [2], I. Plikus [3] devoted
their research to intellectual property valuation and commercialization. The writings of J. Romary
[4], J. Schrire [5] and others set out the methodological foundations for managing market processes
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for the use of intellectual property. The importance of joint venture agreements in
commercialization and technology transfer is discussed in the studies by P. Warda, [7], I. Kuksa,
[8], J. Oxley [9]. Various aspects of the commercialization of technology created in higher
education institutions are covered in articles by A. Arora, A. Gambardella [10] and others.
However, it should be noted that each of the scientific work of these scientists is dedicated to
specific issues and only partially affects a separate financial aspect in the context of the creation,
use and commercialization of intellectual property.

The purpose of the study is to determine the specificity of the financial aspect of intellectual
property, to develop a typology of forms of its commercialization in order to present a generalized
visualization of the movement of intellectual property as an innovative product in the market.

Research results. In the conditions of transformation of world economies, it is expedient to
consider the essence of intellectual property (hereinafter — IP) as an innovative product created
with the requirements of the globalization market. Specificity of financial aspects of IP is
distinguished from a number of differential characteristics of the subject of study in two directions,
depending on the understanding of the product movement:

1. The aspect of financial security that heads the specifics of forms, approaches, sources of
funding for research (as one of the conditions for creating intellectual property).

The creation of intellectual property is preceded by the funding of research. The specificity
of financing the creation of intellectual property is the need to attract funds from third parties. Since
the creation and commercialization of intellectual property are associated with high risks (risks of
development and use of the intellectual property object in various industries, including risks of lack
of technical, economic, operational and environmental characteristics) and mean payback in the
medium and long term prospects, so finding interested investors to invest in this sector of the
economy is a time-consuming factor in financial security. The positive dynamics of gross domestic
expenditure on research, as a share of gross domestic product, in the OECD countries and
separately in the 28 countries of the European Union are presented in Table 1.

Table 1
Gross domestic expenditure on research (GERD),
as a percentage of gross domestic product (GDP)
Indicator  GERD, % of GDP
Year 2006 2007 2008 2009 2010 2011 2012 2013 2014
Country
European Union (28 countries) 1,69 17 1,77 1,84 1,84 1,88 1,92 1,93 1,95
OECD - Total 2,19 2,22 2,29 2,34 23 2,33 2,34 2,37 2,38

Source: https:/stats.oecd.org [4].

The share of state-funded R&D in individual OECD countries (Table 2) does not have the
same trend of change over the presented time series, indicating a juggling of public-private-sector
research funding with a steady increase in GERD total volumes.

Table 2
Government-funded Gross Domestic Expenditure (GERD)
as a percentage of gross domestic product (GDP)
Indicator =~ GERD, financed by government, % of GDP
Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Country
Austria 0,76 0,79 0,96 0,91 1,05 0,96 1,11 1 1,11 1,13
Belgium 0,41 0,41 0,45 0,5 0,52 0,5 0,68 0,69 0,68 0,69
Canada 0,61 0,61 0,63 0,66 0,65 0,61 0,61 0,59 0,56 0,56

Source: https://stats.oecd.org [4].

We believe that tax incentives for RDs are an effective tool for stimulating the
implementation and funding of research by business entities as a foundation for creating an
innovative IP product. Based on the data in Table 3 collected in RD tax incentive studies, we track
the estimate of time series based on tax credit, rate of allowance by firm size and profitability
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scenario. The tax subsidy rate is defined as 1 minus the B-index, a measure of the pre-tax income
required by a firm to overcome even $ 1 in RD costs [5].

Table 3
Hidden tax subsidies on research expenditures (RD)
ProfitScenario = Profitable
Year 2006 2007 2008 2009 2010 2011 2012 2013 2014

Country FirmsSize
Austria SME 0,09 0,09 0,09 0,09 0,09 0,12 0,12 0,12 0,12
Large firm 0,09 0,09 0,09 0,09 0,09 0,12 0,12 0,12 0,12
Belgium SME 0,09 0,1 0,13 0,15 0,15 0,15 0,15 0,16 0,16
Large firm 0,09 0.1 0,13 0,15 0,15 0,15 0,15 0,16 0,16
Canada SME 0,32 0,33 0,33 0,33 0,33 0,33 0,33 0,33 0,31
Large firm 0,17 0,18 0,18 0,18 0,18 0,18 0,18 0,18 0,13

Source: https://stats.oecd.org [4].

As a component of the tax part of consumer spending on RD, the B-index is directly linked to
the effective marginal tax rate measures. Tax subsidy rate measures, such as those based on the B-index,
are a convenient indicator of the application of tax benefits and characterize the loyalty of the tax system
per unit of cost of RD. For a more accurate presentation of different scenarios, B-indexes are calculated
for firms according to whether they can claim tax benefits for their tax liability in the reporting period.
Forwarding is modeled as a discounted option to seek incentives in the future, assuming a constant
annual return probability of 50% and a nominal discount rate of 10% [4].

2. Aspect of financial commercialization of IP, as a productive indicator of understanding of
the meaning of creating an innovative product. The problem of achieving this result will be noted:

- Imperfection of the intellectual property market;

- The risk of the complexity of forecasting the effect and benefit of investing in the
transformation of intellectual property into an innovative product for market supply;

- The complexity of determining and controlling the end result, which is that it can only
occur in the long run;

- The need to improve the legal framework for the protection of intellectual property rights
in the form of modeling the harmonization of interests of participants in the creation of IP;

- There is a high level of information asymmetry in the value and characteristics of IP.

For the authors of research, the challenge is to move from the stage of created intellectual
property to the stage of innovative product as a proposal for the market, due to the lack of
generalized information about the opportunities to «earn», profit from the implementation of the
author’s proposal. Therefore, we propose a typology of existing forms of IP commercialization
developed in Table 4.

Table 4
Typology of forms of IP commercialization as a range of possibilities for realization
of an innovative product

Ne Form of IP Essence
commercialization

1 | Alienation of IP rights | The agreement on the transfer of exclusive intellectual property rights in part or in full
under certain conditions is transferred to the successor

2 License agreement Promotes efficient transfer of the latest science-based technologies from scientific
organizations and small innovative enterprises to big business, capable to make additional
investments in applied development and introduction of new technologies in production.

3 | Cross-licensing An agreement between two parties where each party grants its intellectual property
rights to the other party.
4 | Leasing of IP IP leasing is a contract between three independent economic agents, in which the

leasing company has the right to revoke the license from the lessee in case of breach of
contractual obligations.

5 | Franchising It is a form of cooperation between legally and financially independent parties in
which one party (franchisor) with a successful business, a well-known trademark,
know-how, trade secrets, reputation and other intangible assets allows the other party
(franchisee) to use this system under certain conditions.
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6 | Alliances without | Corporate venture strategy when investing in young innovative firms.
equity participation
7 | Joint venture | Key features of the Joint Venture Agreement: equity participation, residual income
(university equity spin- | rights, rights of observation and control of each party to the agreement. Not only does
out) the company provide financing, but it also provides management resources,
manufacturing facilities, distribution channels, brand names and other key assets.
8 | Own business Organization of own business based on the results of intellectual activity

Source: systematized by authors [6].

A model for implementing the IP commercialization process is proposed, in the form of a
generalized visualization of the intellectual property movement as an innovative product, which
involves four consecutive steps (the path to the market), choosing one of the forms of
commercialization typology that provides the maximum possible variability for the choice of the
optimal strategy (Fig.).

Scientific development, K i
applied research — Generation of an idea
g g v
A = [&)
5 S22 Intellectual Propert .
3 % 3 g -< perty ~——<[ Granting legal status
=3 >0 1
S v
5 Innovative Product L
L — } Form of commercialization i
|
\ 4
Market — Profit ~——4 ; Obtaining economic benefits ;

Fig. Visualization of the Intellectual Property Movement as an Innovative Product
Source: Created by the authors.

The emergence of an innovative product is a more comprehensive concept that includes
processes that take place under the condition of financial security and the creation of a market
proposal. Part of the innovation process is the process of IP commercialization that takes place at
the enterprise level. Commercialization occurs only if the IP is successfully implemented and
results in a commercial effect (income and profit). As a result of the completed commercialization
cycle, an innovative product emerges — at the point of launch.

Conclusions. The potential of IP is revealed in its essence as a key factor in the competitive
supply of an entrepreneurial structure, the main source of value added formation, as a real or
possible economic benefit from the realization of a bundle of rights in relation to objects related to
intellectual activity.

It is revealed that one of the components of the innovation activity is the commercialization
of IP, which acts as a complex that integrates the process and form of building a real business and
social sphere on the basis of scientific achievements. The proposed approach allows to investigate
the interconnection and interaction of internal and external factors, identify the most problematic
areas, carry out point measures to improve the effectiveness of each step separately and, as a
consequence, a generalized understanding of the movement of IP commercialization as a whole.

The innovation breakthrough strategy must be linked to the dynamic development of
research with a real prospect of mobile transformation into an innovative product through
commercialization, focusing on accelerating economic growth.
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