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Intellectual Property and Asset Management

Procurement

Where organisations have a high dependency on their subcontract chain, it is important to
establish a contractual and working relationship in which intellectual property (IP) is
managed fo:

#¥ Guard against the development of monopolies and dependencies that ultimately reduce

competitive pressures and hence increase costs.

7% Encourage and reward subcontractor innovation.
#¥ Enable knowledge sharing, while maintaining clarity of rights and obligations.

The following are signs of a well managed procurement process:

A There is joined up decision making between the commercial, technical and delivery
areas, with projects and functions giving early consideration fo any intellectual
property issues associated with contracts they will let.

There is a clear strategy identifying the circumstances under which subcontractors
will be allowed to retain the intellectual property they create.

Subcontractors are incentivised to identify and cooperate in the fransfer of
developed intellectual property and any associated know-how.

The procurement process gives early warning of contracts that will need specialist
intellectual property input during their negotiation or drafting.

There is a searchable database of the intellectual property rights and obligations
created by contracts, which provide agreement owners with automated reminders of
key events / dates.

Key Challenges When Setting the Contractual Framework Include :

1)

2)

3)

Ownership and rights to arising intellectual property : Ceding ownership of, or rights to,
the supply chain can encourage subcontractors to subsequently invest in and improve
technology; however, it can also reduce competitive pressures and even enable
subcontractors to compete with their customer. Organisations should therefore have a
clear strategy, or decision making rationale, defining the circumstances under which
intellectual property rights should be ceded. For example, when there is already a lack of
competing suppliers within a given market sector, then new companies may be encouraged
to enter the market if they are allowed to retain arising intellectual property.

Rights to background intellectual property : In general, a purchaser will require the
ability to freely exploit the results of any work it has funded, and this implies securing
greater or lesser rights to subcontractor background intellectual property. However, it
may be inappropriate to insist on acquiring rights that are so extensive that the
subcontractor is discouraged from offering innovations either within the submitted bid,
or while working under a contract. The procurement strategy therefore needs to
highlight instances where pursuing wider rights could create such disincentives.

Reporting intellectual property created by subcontractors : Contracts invariably require
subcontractors to report arising intellectual property, but are the expectations clearly
defined? Should the subcontractor merely report patentable inventions, or should all the
problems encountered, and solutions developed, be identified? To minimise under-
reporting should the subcontractor be required to provide confirmation that there is no
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arising intellectual property if they believe this to be case? But note: regardless of the
quality of the information provided by the subcontractor the submission will only be of
value when it is clear who is responsible for its internal review and dissemination.

4) Innovation : Subcontractors must be financially incentivised to offer new technologies in
the bidding process, and innovate during the performance of the contracts they have
won. This clearly requires that risks and returns are carefully considered within any
contract. It will also be necessary to ensure that any tender / bid evaluation criteria

allow subcontractors to be selected based on; their ability
to innovate, their past performance in sharing knowledge,
and their ftrack record of providing notification of arising
intellectual property.

Giving Early Consideration of the Relationship to be Struck
with the Subcontract Chain : To ensure an Invitation fo
Tender is prepared against a clear contracting strategy,
project approval processes should require that projects give
early consideration to the relationship they will seek to
establish with any subcontractors. In addition to enabling
early discussion of the four issues discussed above, this will
help ensure that:

7F Any knowledge or information transfer from the
subcontract chain is anticipated and highlighted in the
contract strategy.

7¥ Subcontractors are involved at the correct point in the
project life-cycle, ie. are they to be used for
optioneering, developing an outline design, carrying out
detailed design, or just building to a detailed design?

#¥ All circumstances under which rights might be required
to background intellectual property are highlighted, e.g.
the right to access and use drawings necessary to make
repairs or alterations to equipment purchased.

These are just elements of a robust, “IP friendly”,
procurement process, as shown in the adjacent figure.

Knowledge Management Initiatives : Knowledge management
tools and processes can be used to extract maximum value
from the subcontract chain. For example:
¥ Should there be knowledge sharing events held with the
subcontract chain? These can be used to highlight
problems and solutions, not only between the purchaser
and subcontractors, but also between subcontractors.
7 Should there be project-specific virtual environments,
such as e-rooms, to enable more effective collaboration
with subcontractors?
#¥ TIs there merit in the creation of a suggestion scheme
accessible by subcontractors?

Such initiatives clearly create intellectual property issues,
but these challenges may be worth facing if they help
establish a more technically innovative subcontract chain.

There is a clear commercial strategy that
informs decisions on the IP provisions of
subcontracts.

A 4

Approval processes ensure early
consideration is given to the likely terms
of any subcontract.

A\ 4

The contract strategy considers the
ownership of arising, and rights to
background IP, before an ITT is issued.

A4

RFP /ITT issued requesting information
on subcontractor’s track record of
innovation + plans for any knowledge
transfer.

A 4

The tenderor’s track record of innovation,
kowledge transfer and identifying arising
IP is considered by the tender evaluation
process.

Feedback is given to winners and losers to
reinforce  the importance of IP
management and innovation.

A4

Negotiation and drafting of contracts
takes place using a flexible framework of
T&Cs.

Notification of arising and background IP
is treated as a key contract deliverable.

There is a clear dissemination route for
such information received from
subcontractors.





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /KOR <FEFFd5a5c0c1b41c0020c778c1c40020d488c9c8c7440020c5bbae300020c704d5740020ace0d574c0c1b3c4c7580020c774bbf8c9c0b97c0020c0acc6a9d558c5ec00200050004400460020bb38c11cb97c0020b9ccb4e4b824ba740020c7740020c124c815c7440020c0acc6a9d558c2edc2dcc624002e0020c7740020c124c815c7440020c0acc6a9d558c5ec0020b9ccb4e000200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /CHS <FEFF4f7f75288fd94e9b8bbe7f6e521b5efa76840020005000440046002065876863ff0c5c065305542b66f49ad8768456fe50cf52068fa87387ff0c4ee563d09ad8625353708d2891cf30028be5002000500044004600206587686353ef4ee54f7f752800200020004100630072006f00620061007400204e0e002000520065006100640065007200200035002e00300020548c66f49ad87248672c62535f003002>
    /CHT <FEFF4f7f752890194e9b8a2d5b9a5efa7acb76840020005000440046002065874ef65305542b8f039ad876845f7150cf89e367905ea6ff0c4fbf65bc63d066075217537054c18cea3002005000440046002065874ef653ef4ee54f7f75280020004100630072006f0062006100740020548c002000520065006100640065007200200035002e0030002053ca66f465b07248672c4f86958b555f3002>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


