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Legal Considerations on IP Outsourcing for Open
Innovation

Kyung Han Sohn, Hong Kee Lee

Abstract ‘ ...........................................................................................................................

These days, Intellectual Property(IP) has become one of the most
important assets in business management. As the life-cycle of product
gets shorter, IP is not only business assets but strategic element which
decides company’s vicissitudes. In this regard, Prof. Henry
Chesbrough’s ‘Open Innovation’ theory has introduced new approaches
to IP based management including R&D and suggests that outsourcing
of P fits to meet the rapid changes in industry climate.

IP outsourcing is one of the typical means for open innovation,
which provides more economical benefits and time savings than
traditional self-initiated R&D’s, but may have some problems in
controlling the IP and the market relevant thereto. So, before attempting
to IP outsourcing, sufficient pre-investigation of market situation and
construction of a stable IP portfolios are essential for its success. The
‘Five-Force Model’ is well known for pre-investigation. Typical
Portfolios are ‘Grow-Fix-Sell Model’, ‘Strategic Outsourcing Model’,
‘IP-3 Model’. The investigation methods which are frequently
employed for analysis of the related IP and technology are ‘Patent
Mapping’, ‘Technology Heat Map’ and ‘IP Litigation Heat Map’.

There are three typical methods in IP outsourcing, i.e., ‘purchase’
or getting license’ of IP, or ‘Merger and Aquisition (M&A) of IP firm.’
Purchase of IP secures perpetual utilization of the IP but is expensive
and sometimes not available. Getting license of IP is less expensive and,
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in many instances, readily available, but impact on market may not be
critical. ‘M&A of IP firm’ is relatively simple and guarantee ownership
and control over the IP. Also ‘package deal’ for the relevant IP is
possible and saves transaction costs. However, the overall costs for
acquiring a company are higher than those for individual acquisition of
IP itself. Legal measures which secure IP outsourcing must be
prudently designed and enforced in due course. Elimination of legal
uncertainty is really crucial for the success and furtherance of IP

outsourcing.

Under the global changes in the technological innovation and the
IP market, open innovation is no more optional but indispensible for
business management. Legal considerations for open innovation
including IP outsourcing must be carefully placed and further
developed. Also international norms which facilitate global IP
outsourcing for practical and secured procedures should be established

by private as well as public sectors.

Keywords ‘ ..........................................................................................................................

Open Innovation, Intellectual Property based Management, Intellectual
Property Acquisition, Intellectual Property Purchase, Merger &
Acquisition of Intellectual Property Firm



