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Motivation
There is a need to provide facts and figures 

about university licensingabout university licensing. 

It is not easy to find systematic analyses so 
a few examples are provided.p p

Some more (corporate) industry specificSome more (corporate) industry-specific 
numbers are provided (Appendix)



However…

Even if the facts & figures can be 
rationalized, there will remain differences in ,
the perceptions of why universities should 
license and how. 

I am aware that the debate will remain openI am aware that the debate will remain open.



General concept
“The license issue fee typically ranges from $10,000 to $50,000, but can be as high as 
$250,000 for an especially promising technology that is close to market. Royalty rates$250,000 for an especially promising technology that is close to market. Royalty rates 
are typically 2% to 5% but can go as high as 15%.” […]

“Recently, licensing managers have begun to take equity in start-up companies iny, g g g q y p p
combination with, or in place of, license issue fees or royalties. In a typical arrangement
the university takes a 5% equity position in the company in place of the license issue
fee.”



More considerations





Stanford University

http://otl.stanford.edu/about/brainstorm/1203_equity.html



Carnegie Mellon



Massachusetts Institute of Technology

MIT Typical TermsMIT Typical Terms
• Exclusive

ld f d• Field of Use: Limited
• License Issue Fee: $25 ‐ $100K
• Royalty: 3‐5%
• Minimum annual royalty: escalates over time• Minimum annual royalty: escalates over time
• Equity: 5% after significant funding
• Patent expense reimbursement

http://acscinf.org/docs/meetings/234nm/presentations/234nm62.ppt



Caltech



A few examples from public sources
Company University Field Equity Equity 

antidilution *
Royalty

A123 MIT Energy 5.0% 0.2%
Akamai MIT Internet 2.3% 0.0%
Algos Virginia Medtech 0.0% 4.0%
A i N t di l d Bi t h 3 0% ?Avicena Not disclosed Biotech 3.0% ?
Cambridge Heart MIT Medtech 0.0% 2.0%
Cubist MIT Biotech 2.0% ?
Genometrix MIT Biotech 10.0% 4.0%Genometrix MIT Biotech 10.0% 4.0%
Google Stanford Internet 2.0% ?
Imatron UCSF Medtech 0.0% 2.0%
Kopin MIT Semicon ? 3.0%
Momenta MIT Biotech 9.0%
Nanogen Salk Biotech 5.0%
Neurometrix MIT Biotech 10.0% 2.2%
Sangamo Johns Hopkins Biotech 3 8%Sangamo Johns Hopkins Biotech 3.8%
Sontra MIT Biotech 5.0% 2.0%
Speechworks MIT Software 0.0% 5.0%

Source: S1 documents of public companies

* antidilution is usually up to 1st round and/or level of funding or valuation of the company



Appendix:Appendix:
General royalty terms
of corporate licences

(industry specific)(industry specific)



Illustration of the concepts in pharma: 

A raw idea is worth virtually nothing, due to an astronomical risk factor 

A patent pending with a strong business plan may be worth 1 % 

An issued patent may be worth 2 % 

A patent with a prototype, such as a pharmaceutical with pre-clinical testing 
may be worth 2-3 % 

A pharmaceutical with clinical trials may be worth 3-4 % 

A proven drug with FDA approval may be worth 5-7 %A proven drug with FDA approval may be worth 5 7 % 

A drug with market share, such as one pharma. distributing through another, 
may be worth 8-10% ay be o t 8 0%



Example of royalty rates
Industry 0-2% 2-5% 5-10% 10-15% 15-20% 20-25% >25%
Aerospace 50.0% 50.0%

Royalty Rates for In-Licensing by Industry

Automotive 52.5% 45.0% 2.5%
Chemical 16.5% 58.1% 24.3% 0.8% 0.4%
Computer 62.5% 31.3% 6.3%
Electronics 50.0% 25.0% 25.0%
Energy 66.7%
Food/Consumer 100.0%
General Mfg. 45.0% 28.6% 12.1% 14.3%
Governmetn/University 25.0% 25.0% 50.0%Governmetn/University 25.0% 25.0% 50.0%
Health Care 3.3% 51.7% 45.0%
Pharmaceuticals 23.6% 32.1% 29.3% 12.5% 1.1% 0.7% 0.7%
Telecommunications 40.0% 37.3% 23.6%
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Example of royalty rates

Reagents/Process 1-3% Patent Costs $2-10K
Technology / Industry

Earned 
Royalty 

Up-Front 
Payments

Minimum 
Payments Source : G.Gorey & 

E.Kahn, Genetic 
Engineering News  JulyReagents/Kit 2-10 Patent Costs $2-10K

Diagnostics In Vitro 2-6 $5-20K $2-60K
Diagnostics In Vivo 3-8 $5-20K $2-60K

Engineering News, July-
August 1991 

Therapeutics 4-12 $20-150K $20-150K
Medical Instrumentation 4-10 $5-150K $5-20K (Yr 1)

Industry Average Median Max Min Count
Ch i l 4 7% 4 3% 25 0% 0 1% 78Chemicals 4.7% 4.3% 25.0% 0.1% 78
Internet (incl. software) 11.8% 8.8% 50.0% 0.3% 88
Telecom (excl Media)    4.9% 4.5% 15.5% 0.4% 73
Consumer Gds, Rtl , Leis   5.5% 5.0% 28.0% 0.1% 98
M di & E t t i t 9 1% 5 0% 50 0% 2 0% 25Media & Entertainment 9.1% 5.0% 50.0% 2.0% 25
Food Processing 3.2% 2.8% 10.0% 0.3% 38
Medical/Health Products 6.1% 5.0% 77.0% 0.1% 376
Pharma. & Biotech 7.0% 5.0% 50.0% 0.0% 458
E & E i t 5 0% 5 0% 20 0% 1 0% 107Energy & Environment 5.0% 5.0% 20.0% 1.0% 107
Machines/Tools 5.2% 4.5% 25.0% 0.5% 90
Automotive 4.3% 3.5% 15.0% 0.5% 59
Electrical & Electronics 4.2% 4.0% 15.0% 0.5% 139
S i d t 4 3% 3 0% 30 0% 0 0% 75Semiconductors 4.3% 3.0% 30.0% 0.0% 75
Computers & Office Eqp   5.3% 4.0% 25.0% 0.2% 73
Software 11.5% 6.8% 70.0% 0.0% 147
Industry Summary 6.4% 4.8% 1,924





Appendix 2pp

- A blog post
Why and How Universities Should Embrace Startup Culture
http://www.davidblerner.com/david_b_lerner/2010/02/why-and-how-universities-should-embrace-startup-culture.html

- A LinkedIn chat
showing that the debate is openshowing that the debate is open











A LinkedIn forum (1/3)



A LinkedIn forum (2/3)



A LinkedIn forum (3/3)


