Commercialization

Definitions

Commercialization is the term for the successful market sale on a regular basis of a given product or service by a particular entity. 

It would be preceded by pre-commercial activities needed to reach success. These prior activities would comprise a unique “commercialization process” designed specifically for the particular commercialization. This process is carried out by the commercialization entity using the resources, finance and other assistance that it can obtain and bring to bear.

Success is best achieved by collaboration of the commercialization entity with one or more key users and suppliers in order to match market needs properly. In Canada one or more of the collaborators should be foreign to improve globalisation prospects. Collaboration with financial sources is also essential and, when needed, with required knowledge sources.

Sometimes, mistakenly, the “commercialization process” is taken to be the meaning of the word “commercialization”, as if training for the Olympics is the same as winning the gold medal. But the commercialization process is mostly wasteful and pointless unless the particular commercialization is achieved.

Commercialization is often sought for the use of technical know-how from public knowledge sources. A public organisation must usually aim its R&D to support the organisation’s publicly funded purpose but it is often not difficult to pursue a public purpose in such a way as to include possible commercial values. However, an eventual commercialization entity determines the commercialization aim, what technology is needed and what sources are required.

Innovation is a related concept. It is the successful introduction into use of something new, and for which a specific “innovation process” (i.e. suitably unique “development” activities, “pre-commercial” activities and “commercialization” activities) is also required. The “development” phase may redefine the most suitable commercialization objective. A technology-based innovation is seldom dependent upon one item of know-how from a single source. The “innovation process” usually includes the commercialization activities although sometimes the “innovation process” is regarded as proceeding to the end of the “pre-commercial” phase after which (rather belatedly) a “commercialization process” would begin. In practice, all the processes are iterative, not consecutive. Fairly early in the “innovation process” a firm aiming to be the commercialization entity must be involved.

Sometimes the “innovation process” is taken to be the same as “innovation” but the innovation process is of relatively little value if a desired innovation is not achieved.

Successful Commercialization Entities
The successful commercialization entity is necessarily a private sector firm (or possibly a commercial Crown Corporation). The commercialization aim is the aim that the firm and its financial and other supporters want. It is not an aim that is wished upon it by someone else.

With respect to public know-how, the firm most likely to be successful will be the firm that identifies the best use to which it would put particular technical know-how. It would have in mind the particular market potential appropriate to the firm and the likelihood of the firm achieving its desired commercialization result. Personnel in organisations generating public knowledge are generally too remote from market values and market potentials to identify either the best uses or the most appropriate firms, even if the technical results were obtained from internal work programs justified by supposed end use arguments. They may also have faulty views of the commercial value of their know-how.

Finance
Commercialization is impossible without adequate financing of the commercialising firm. Firms of significant size may have their own financial resources, generated by retained earnings or by cash flows from a current business. Most firms will have to obtain external financing. The credibility of the firm’s perceived market, the appropriateness and quality of its business plan and the match of its resources determine the likelihood of securing the necessary external finance. To attract financing, stated interest by the technical know-how supplier(s) is needed plus know-how protection, but this does not mean acceptance of the know-how suppliers’ possible use vision. For non-explicit know-how an appropriate collaboration agreement would also have to be in place. 

Intellectual Property Protection
The right firm and its financial and other supporters will not proceed unless the know-how (IP) to be used is protected in some way, e.g. via patents. Otherwise commercialization would simply be the signal for competitors to do likewise and destroy the business returns for the firm and for its financial supporters.

The firm would need rights from the patent holder to employ the know-how in the firm’s proposed use field, with appropriate exclusion of similar competitive users.

Technical know-how is often useful in several different fields and it would be appropriate for the source to keep it available to other users in non-competing fields. IP management is a complex subject and the many details are not dealt with here. However, know-how agreements and licences specific as to defined use fields (and sometimes also as to territories) are common in the private sector.

With respect to public know-how, licence income is not an adequate measure of success in commercialization. It is just the starting point for following up on the larger public returns that are generated, such as lasting high value jobs in Canada. Such jobs return (with interest) the public costs of creating the public know-how via the employee and corporate taxes, etc. that they produce. If one exists, a firm likely to generate this return reasonably quickly (given the government’s time value of money”) is preferable to a start-up or a “spin-out” entity. Foreign royalties provide no starting point for the essential Canadian returns.

Collaborative Research
If a firm enters the process early, e.g. via collaborative research with a public institution, one cannot be sure what end use possibilities might emerge. Therefore, the public institution must leave open its ability to allow others to use its results in other fields. It might also reserve its ability to allow a better firm than the initial collaborator to use the institution’s enhanced results in the collaborator’s field, possibly after a reasonable delay. That is, the collaboration must not set up a collaborating firm as a “favourite son” beneficiary regardless of better uses of the institution’s results. 

For its part, the collaborating firm needs an agreement that it would have use of emerging know-how applicable to its realistically declared field(s) of use and that such know-how would be protected (as it would be for other use fields). If the firm has prior intellectual property in the collaboration field, it would retain ownership but possibly with allowance of rights for other collaborators to use in fields outside the firm’s use. The same situation would apply to new IP generated by the firm during the collaboration. Attempts by the public institution to commandeer acquisition of IP generated by the firm, even in arguing for a single IP package, would simply turn off valuable IP creativity by the firm. The agreements would be terminated if the firm does not utilise the results that are in its field.

The Commercialization Process
The commercialization process is the process by which the firm, its collaborating users and suppliers and its financial sources work together to achieve the commercialization. Users and suppliers help bring about the commercialization result that is most likely to succeed in the market. The commercialization firm leads the commercialization process in pursuit of the firm’s aim.

When the process involves using technical know-how external to the firm, the firm may fully understand the know-how, possibly from various sources, in which case it requires relatively little assistance from the know-how sources other than access. Such know-how is termed “explicit” know-how. However, if the details of the know-how and how they would fit together for a proposed use are not explicitly understood, close collaboration by the firm and the know-how source(s) is necessary to generate understanding by both sides. (The source organisation(s) may have to pay for their share in this collaboration but may eventually receive royalty incomes for it.)

Basic Procedure
The basic purpose is to identify the best commercialization firm with the best commercialization aim for key inputs, such as technical know-how, that will attract essential early and later stage financing.

With this aim, university and government labs should hold scheduled public meetings at which they present their IP protected results to interested financial and business firms who would be asked to submit confidential outlines as to what commercialization propositions they would attempt. Some of the outlines might be supported by financial sources as well.

Further meetings with individual interested firms should follow, at which more detailed presentations of the know-how are given, and after which firms would provide more detail of their proposed use of the know-how, including needed collaboration, if any, with the know-how source(s). All outlines and proposals would be kept in confidence to protect competitiveness.

To get increased buy-in, the know-how organisation might sometimes have the proposals further appraised by industrial experts who have no direct commercial interest in the propositions at issue. Many of the top propositions from this process would have no difficulty in proceeding with proper external financial support. Others, plus early stage proposals that are judged to be of special interest from this process, would be considered for possible contributions, financial or in kind, for an initial period. (Like royalties, repayment of the contributions is not a good measure of the Canadian returns from publicly funded projects.)

The above procedure, or one very similar, is the best action to find and achieve the best commercial use of public know-how. It focuses on the commercialising firm and its commercial aim, and provides an alternative to current proposals that various “commercialization skills” should be distributed widely within university and government sources. Many of these organisations have fundamental value systems such that their people have little interest in, or knowledge of, commercialization. When they do suggest something it is rarely the practical best. The insertion of people with disembodied "commercialization skills" into such organisations is unlikely to produce the best results.

If several public sources were prepared to use the procedure proposed here, it might be most efficient for a number of them to combine to have the basic process operated by a single experienced program office. This was the case with the popular “PILP/COPI” (later IRAP-R) technology transfer and commercialization program that existed several years ago, led by NRC’s IRAP VP. 

A record of firms achieving high business returns from such a public process would do much to generate greater participation by firms in the utilisation of public technical know-how.
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