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Licensing Factors to Consider

• Distinguish licensable rights
• Protect IP prior to licensing
• Determine bssls for valuing IP
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Far East Biotech Market

Singapore

Hong Kong

• Mainly involved In drugs and medicine
• Lack of mainstream R&D sector inhibits

commerciaiily
• Domestic industrial output reached $212 million

in 1997
• In 1998, there were over 190 manufacturing

establishments with about 2400 employees
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Singapore

Biotechnology market increasing 50% annually
up to 2006
Market projected at$306milliol1 in 2006
20,000 scientists involved in R&D

• Wants to be "The Biomedical Science Hub' in
Asia

Korea

• Weak infrastructure
Highly dependent on imports
- 40%-60% in 1990$

Market for domestic biolechnologyproducls
should reach $7.5 billion by 2005
Govemment committed to foster Biolech as
nation's strategic industry

• Aims to be world's G-7level in Biotech by 2010

Japan (1)

• Japan's market expected to reach 5 trillion Yen
by 2005 (equiv. to $42.5 billion)
Opportunities
- 125 million consumers
- World's highest pereapita h'ieorrie
- World's highest prices

Challenges
- Legal confusion
- BlI.reaucratic CC)lT)P!ications
- Success rate in West is low
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Japan (2)
-Strengths:

- Enzyme eng., glyco eng., fermentation,
metabolic eng., and bioinfonnatics

- Domestic market for pharmaceuticals

~.~~J:t~sj~. ~~ell':Ch
- Government support

• Weaknesses:
-Appiied research
- Lack of experienced TLOs
....;. Lack of bioteehVCs andlmrestmenfBanks
- Rivalry with ministries

•
Japanese Governmental Budget

on Science and Technology

• FY 2001: 3,469 Trillion Yen

• FY 2002: 3,539 Trillion Yen

• Second S&T Basic Plan (FY 2001~2005):

24 Trillion Yen over 5 yearsll

•
Japan BUdget by Fields FY 2002

tire Sciences, Health and
436.6 BS Yen

Medical Treatment

.
Information and

Telecommunication
245.6 sa Yen

Emironmental Science 764.3 BS Yen

Nanotechnology and Material
123.2 BS Yen

Science

Energy 703.3 BS Yen

1 blllion Yen Is equIv.lantto lUi mllllon USD
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IP in Japan

• 439,175 filings in 2001 (US: 345,732)
• Greatest numberof patentsWorldWide .
• Japanese Patent Office (JPO) takes 3years

to examine applications . ..

• 1,088 patent examineriS in 2000 (1(3 of US).
• Narrow permissible scope
• Slow adjudication of patent infringement

Philosophy

• Culture differences
• Language barriers
• Different foreign legal systems

•
Appropriate Introduction

• Formal introduction is most effective
• Introducer plays important role
• Begin reililtiorlship correctly
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Communicating Concerns

• Be sure both party concerns are well
understood

...~ .. l'l()""ritten.a{;jree.ments .~I"E! neces.~~rx

• Be polite
• Apologies are important
• Eliminate the word "No'

• i i cC~-J - IIIII!IIIl13• i:~~[] 5E!iE3

Understanding Other Viewpoint

• "Think Globally"
• Avoid confrontation
• Develop trust
• Work for a 'coexisf (win-win) situ;ltion

•
Goal Setting

• Organization
• Set time references
• Patience
• AtNays work towards set goals
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Consider Future Relationships

• Establish good line of communication
• Be complete and thorough

Successful licensing
in the Far East

• Knowledge of foreign market
•. Have deep understanding of specific culture
• Open lines of communication
• Build strong relationshipS for future

A Case Study
"When East Meets West"

EMEMBRANE, INC.
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The Company

A Multifunc:::ti.onalp'olymelj~lIftaWrials.

and Membranes Company

Electron~Beam~lnducedGrilfti,IlSi (e(!IG) of
Combinatorial Polymer Brushes

Electron-Beam-Induced Grafting (eBIG)

:-:::",-'!"'-_~M by Ga,dene,
boa/lhy .....wllhno_' h...UhlllnKlwllh_'_
hO

./1_ by Chemist

Commercialization:

R&D:

The History of Grafting
.!:uvgralling

IIthemia, grafting
(- radlslloll-lnduced grafting

battery separator..!)

chemical filter

deodorant (SUit, cloth, gel, pulp, etc)

RadialiorHMOced grafting IP: -> 150 Japanese pateilts -J -.- owned by
> 40 foreign patents JAERI
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Three Principles for Licensing
Japanese Government.Qwned Patents

Regular license:

• Non..exclusive
• Non-discrimination
• Proper license fee

Priority license

• '--------------1•
Structuring the Licensing Relationship

Priority license

~
JAERI KJK eMembrane

Patents are notavailable from the government on an exclusive
basis (JAERI)
Patents already licensed (back) to the Inventor (KJK)
Typically no·rights given to alieensOr to sublicense th9 patents

Cultural Considerations

A 'Western" style agreement would be
overwhelming
- Provisions would be ignored
:... Would never be signed

Formal agreements are counterproductive
- Culture of trust
- Relationships
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Solutions

First a Letter of Intent
- Binding

~ V~,~e te:f"I~ butsp~~_c OP,1i9C!!i91'\~.

Follow with a Western-style agreement
- Appease the lawyers
- Typical for doing business with the U.S.

Grant of Rights

Grant. KJK hereby grants to eMembrane a license
under the KJK Patent Rights and a sublicense under
theJAERI PatentRights. in all cases in the Field,
throughout the Tenn of this Agreement, to make,
have made, use, sell and import the XXXX Products
within the TerrilolY.

Downside Protection
(Exclusivity-i)

Priority ofthis Agreement. In the event KJK seeks to grant any
license under the KJK Patent Rights or any sublicense under the
JAERI Patent Rights to any,manufacturer or seller of XXXX
Products (a "Third Party Ucense"), andwhere the Third Party
License may permit such third party licensee to manufacture or sell
XXXX Products within the seppe of the license granted in this
Agreement, then KJK wilt
- promptly provide written notice to eMembrane that it Is

negotlating such Third Party license, such notice detailing the
proposed royalty rates and terms of the ThirdParty license,.anc:I

- extend to eMembrane the opportunity to negotiate with KJK, in
good faith, for a similar license (a "Supplemental license"), such
ttJat tile Supplem.ental-Ucensetaken in combination with this
Agreement shall afford eMembrane rigbts of equivalent scope
and equivalent terms with respect to the Third Party license.
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Downside Protection
(Exclusivity·2)

Equivalency of Terms. If any royalty rates or terms in.ttle
Third Party.License are more favorable to the third party
licensee than the royalty rates or terms In this Agreement are
to eMembrilne, then irrespective of-whethereMembrane
obtains such Supplemental License, KJK shaU extend to
eMembrane underthis Agreement the more favorable royally
rates orterms, effective as of the date on which they became
effective with respect to the Third Party License. For the
avoidance of doubt, this includes the royalties orterms
appJicableto any Project Plans.

•
Downside Protection

(Exclusivity-3)

KJKshailnot enforeeany KJKPatent Rights or JAERI
Patent Rights against eMembrane, its Affiliates, or any
third partymanufacturer of XXXXProducts if .. . . .
eMembraneelects to manufacture or have manufactured
any xxxx: Products under Section 3.1 or 3.2, and will
indemnify and hold harmless eMembrane, its Affiliates,or.
third party manufacturers from any such infringement
suit brought by JAERI to enforce the JAERI Patent
Rights.,

Japanese-5tyle Provisions·1

Dispufft Resolutjon The Parties recogni:;:e that disputes as to certain
matters may from time to time arise which relate to either Party's rights
andfor obligations hereunder. The Parties hereby ll{Iree thattheywill
attempt in good faith to resolve any controversy, claim or dispute
(oollectively, a "Dlsou!e" arising out of or relating to this Agreement
promplly bynegollatlons. Any such Dispute which is not settled by the
Parties within fifteen (15) days aflernotice ofsuch Dispute is given by one
Party to the other in writing shall be referred to a senior execullYe of
eMembrane and of KJK who are authorii!.ed to settle such Disputes on
behalfofthelr respective companies ('Senior Executives") and who, if
possible, are not Involved In the Dispute. The Senior Executives wlll meet
for negotiations within filleen (15) days of the end of the 1!M1ay negotiation
period referred to above, at a time and place mutually acceptable to both
Senior Executives. If the Dispute has no! been resolved within thirty (30)
days after the end of the 1!M1ay negotiation period referred to above (which
period may be extended by mutual agreemelll), the other Party can
immediately bring an action relating to the Dispute before a CQurt of
competent jurisdiction.
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Japanese-8tyle Provisions-2

• eM~m~rane~m not prl;)vi~~to KJK~ny~n~df3;~tial
information of third partieS, or technology or Patent
Rights licensed under any third party licenses, far which

""'" ",__ 1_. ".._"jtdo-,~,s..JJQtbaYj3!JlJeJ3J,l,tb_Q!ity~to ..,YSJ;tO'Lb.eJJ.alLQf.,QL,;,,_
disclose to KJK, that would cause KJK to be subject to
any suit for infringement, or other such actions or
proceedings

Conclusion

Creative strategies can be used to bridge
cultural gaps
Don't focus solely on traditional modes of
thinking
Don't force issues that are cuiturally
uncomfortable
Final deal must let the parties "coexisf'
(Le., be a win-win deal) for both parties
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