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Innovators cannot sustain their motivation if they are unable to acquire profit from their
innovative efforts. The appropriability of innovation, the process of creating innovation value
and acquiring profit from that value, is a central issue in business management.

The exclusive rights that are supported by the patent system are effective with respect to
innovation appropriability. However, certain reports and research papers claim that patent cost
exceeds the benefit of patent proprietorship. Many examples are cited where tough patent walls
did not result in profits for the patent holder. In many markets except a few such as chemicals
and medicine, however, essential patents may not help patentees to dominate the market,
because products consist of many essential patents distributed among many companies. This
situation gives opportunity for many companies to enter the market, and makes the existing
patent system ineffective in the process of innovation appropriability.

With case studies of inkjet printer companies and DVD drive companies, this study describes
patent strategies called an implicit patent alliance acquiring the appropriability of innovation. In
the inkjet printer market and the DVD drive market essential patent holders succeeded in
dominating the market. Canon, EPSON and Hewlett-Packard, licensed their essential patents
only among them, and did not license for other companies. This strategy allowed three
companies to occupy the license of essential patents, and to dominate the inkjet market
successfully. The five manufacturers holding the most of DVD standard essential patents
succeeded in avoiding payment of expensive patent royalty which functioned as a barrier
against their competitors. This strategy allowed them to dominate the DVD drive market
successfully.

In these two cases the companies forming an implicit patent alliance do not share
common agreement in order to form an alliance with explicit common objectives. Thought



these companies competed in the markets, they had similar patent strategy not to fight each
other in patent.
The future research shall cover other cases of an implicit patent alliance.



