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^ INNOVATION MATTERS b y d r v i r a j p e r e r a ^ 

How well are we doing with patents? 

Th e Malays ian innova t ion ecosys tem h a s 
b e e n developed a n d suppor t ed s ince t h e 
mid- l990s .Top-down e m p h a s i s h a s been 
d e m o n s t r a t e d , m a n y s u p p o r t s y s t e m s 
have b e e n e s t ab l i shed a n d a grea t deal 
of resources have b e e n e x p e n d e d . 

But h o w well have w e d o n e i n p r o t e c t i n g t h e n a -
t i o n a l i n t e l l e c t u a l c a p i t a l i n o u r i n n o v a t i o n eco -
sys t em? I n m y p rev ious ar t ic le (The Edge I s sue 1218, 
J u n e 11), I m e n t i o n e d t h a t i t is u n d e b a t a b l e t h a t a 
n a t i o n a l f r a m e w o r k for in te l l ec tua l p rope r ty (IP) de-
v e l o p m e n t a n d p ro t ec t i on f o r m s t h e b a c k b o n e of a n 
i nnova t i on -d r iven economy, a n d t h a t t h e scenar io i n 
Malays ia h a s b e e n less t h a n o p t i m i s t i c o n t h i s f r o n t . 
Let 's have a c loser look by d iv ing in to t h e scenar io of 
p a t e n t i n g Ma lays i an IP r igh t s m a i n l y by a c a d e m i a , 
r e s ea r ch i n s t i t u t e s a n d indus t ry . 

Local univers i t ies are general ly categorised as pub-
lic a n d pr ivate in s t i t u t ions . Public univers i t ies in Ma-
laysia are f u n d e d by t h e g o v e r n m e n t a n d governed as 
s e l f - m a n a g e d i n s t i t u t i o n s w h i l e p r iva te un ive r s i t i e s 
inc lude locally es tabl ished univers i t ies a n d c a m p u s e s 
of fo re ign un ive rs i t i e s . The re a re 20 pub l i c un ive r s i -
t ies , 48 p r iva te un ive r s i t i e s ( i nc lud ing t h e c a m p u s e s 
of fo re ign univers i t i es ) , 33 p o l y t e c h n i c s a n d 19 u n i -
vers i ty colleges. A m o n g t h e a f o r e m e n t i o n e d h i g h e r 
e d u c a t i o n i n s t i t u t i o n s , p u b l i c u n i v e r s i t i e s c a n be 
r ega rded as t h e b igges t filers of p a t e n t s , fol lowed by 
p r iva te un ive rs i t i e s . 

There are a b o u t 15 r e sea rch i n s t i t u t e s i n t h e coun-
try. The i n d e p e n d e n t ones inc lude t h e Forest Research 
I n s t i t u t e Malays ia (FRIM), t h e I n s t i t u t e for Medica l 
Research ( IMR) , the Malays ian Social Research Ins t i -
t u t e a n d t h e Nat iona l Hydraul ic Research I n s t i t u t e of 
Malaysia. Public research ins t i tu tes inc lude t h e Mines 
Research Ins t i t u t e , t h e Pa lm Oil Research In s t i t u t e of 
Malaysia (Por im) a n d t h e Malays i an Agr icul tura l Re-
sea rch a n d D e v e l o p m e n t I n s t i t u t e (Mardi) .The Fish-
eries Research Ins t i t u t e (FRI),the Malays ian Ins t i t u t e 
of Mic roe lec t ron ic Sys t ems (Mimos) a n d S t a n d a r d s 
a n d Indus t r i a l Research I n s t i t u t e of Malaysia (Sirim) 
a re o t h e r no t ab l e o rgan i sa t i ons c o n d u c t i n g resea rch 
i n t h e count ry . 

I n t h e i n d u s t r y scenar io , sma l l a n d m e d i u m en-
t e rp r i s e s (SMEs) are t h e la rges t filers of p a t e n t s . As 
per t h e E c o n o m i c Census 2016 by SME Corp Malay-
sia, t h e s e b u s i n e s s e s a re cons ide red t h e b a c k b o n e of 
t h e economy. 

T h e d a t a s h o w t h a t 907,065 e s t a b l i s h m e n t s i n 
Ma lays i a a r e SMEs, c o n s t i t u t i n g s o m e 98.5% of all 
b u s i n e s s e s i n t h e c o u n t r y . Of t h e s e SMEs, m i c r o -
e n t e r p r i s e s m a k e u p 76.5% (five employees or less), 
sma l l bus inesses 21.2% a n d m e d i u m en te rp r i ses 2.3%. 

W o m e n - o w n e d b u s i n e s s e s c o n s t i t u t e 20.6% of all 
SMEs in t h e country . I n t e r m s of sec tor c lass i f icat ion, 
89.2% of all SMEs are i n t h e services sector, 5.3% are 
i n m a n u f a c t u r i n g , 4.3% i n c o n s t r u c t i o n , 1.1% in agri-
cu l tu re a n d 0.1% in m i n i n g a n d qua r ry ing . 

As c a n be s e e n i n Figure 1, t h e n u m b e r of p a t e n t 
a p p l i c a t i o n s filed i n Malays ia did n o t s i gn i f i can t ly 
inc rease b e t w e e n 2005 a n d 2014. Also, t h e r e w e r e sig-
n i f i can t ly m o r e fore ign app l ican t s d u r i n g t h i s period. 

A look at t h e n u m b e r of p a t e n t app l ica t ions shows 
t h a t 83% of t h e p a t e n t s filed i n t h e c o u n t r y f r o m 2005 
to 2014 w e r e by fo r e ign i n v e n t o r s or e n t i t i e s w h i l e 
on ly 17% w e r e o w n e d by Malays i ans . 

F i g u r e 2 s h o w s t h e p a t e n t s g r a n t e d i n Malay -
sia ( approved for e n f o r c e m e n t of p a t e n t r i gh t s ) by 
t h e I n t e l l e c t u a l P r o p e r t y C o r p o r a t i o n of Ma lays i a 
(MylPO) f r o m 2005 to 2014. The m a j o r i t y of t h e ap -
proved p a t e n t s w e r e by fo re igners . This wou ld be i n 
l ine w i t h t h e n u m b e r of app l i ca t ions received f r o m 
fo re ign app l i can t s as opposed to t h o s e received f r o m 
local app l i can t s . 

A look a t t h e n u m b e r of p a t e n t s g r a n t e d i n Ma-
l ays i a s h o w s t h a t a s t a g g e r i n g 93% of al l p a t e n t s 
g r a n t e d b e t w e e n 2005 a n d 2014 w e r e o w n e d by for-
e i g n i n v e n t o r s or en t i t i e s w h i l e on ly 7% w e r e o w n e d 
by M a l a y s i a n s . T h i s m e a n s t h a t 93% of o u r in te l l ec -
t u a l c a p i t a l i n t e r m s of e n f o r c e a b l e p a t e n t r i g h t s is 
o w n e d by f o r e i g n e r s . 

Figure 1: National intellectual capital in terms of patent filings 

Malaysian versus foreign patent applications filed in the country Malaysian versus foreign 
patent applications filed 

2005 

Data to formulate the graph obtained from statistics available on the MylPO website 

2014 

Figure2: National intellectual capital in terms of patent grants 
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BENCHMARKING AGAINST SOUTH KOREA 
A m o n g As ian coun t r i e s , Sou th Korea is a good choice 
to b e n c h m a r k IP r e g i m e s a n d s ta t i s t i c s a g a i n s t as it 
h a s e m e r g e d as a s t r o n g k n o w l e d g e - b a s e d e c o n o m y 
d u e t o s t r a t e g i c p l a n n i n g a n d t o p - d o w n n a t i o n a l 
s u p p o r t over m a n y decades of u p l i f t i n g t h e c o u n t r y 
i n to o n e of t h e m o s t i nnova t ive n a t i o n s in t h e wor ld . 

A n a n a l y s i s of t h e da t a o b t a i n e d f r o m t h e S o u t h 
Korean In t e l l e c tua l P rope r ty Office 's (KIPO) webs i t e 
revea ls t h a t t h e s c e n a r i o t h e r e is p r e t t y m u c h t h e 
oppos i t e of t h e o n e i n Malays ia . F r o m 2005 to 2014, 
S o u t h Korea's i n t e l l e c tua l cap i t a l i n t e r m s of p a t e n t 
a p p l i c a t i o n s w a s d o m i n a t e d by local a p p l i c a n t s . 

A look a t t h e p a t e n t a p p l i c a t i o n s s h o w s t h a t 78% 
of all p a t e n t s filed i n t h e c o u n t r y d u r i n g t h e per iod 
w e r e o w n e d by S o u t h Koreans w h i l e on ly 22% w e r e 
o w n e d by fo r e ign i n v e n t o r s or en t i t i e s . 

T h e d a t a r a i s e s a f e w a l a r m i n g q u e s t i o n s a n d 
m a y reveal s o m e i m p o r t a n t s t eps to b e u n d e r t a k e n 
by Malays ia t o do b e t t e r a t p r o t e c t i n g t h e n a t i o n a l 
i n t e l l e c tua l cap i t a l i n t e r m s of p a t e n t s . T h e s e i s sues 
n e e d to be i den t i f i ed a n d p o n d e r e d u p o n , a n d sens i -
ble s t r a t eg i e s s h o u l d be e m p l o y e d to u n d e r p i n ou r 
dr ive t o w a r d s t h e f o r m a t i o n of a M a l a y s i a n k n o w l -
edge-based economy . 

WHAT CAN BE DONE? 
A f e w sens ib le s t eps c a n be deployed to cor rec t t h e 
s i t u a t i o n . As a n a t i o n t h a t h a s e m b r a c e d t h e t a s k 
of d r i v i n g i tself t o w a r d s t h e f o r m a t i o n of a k n o w l -
edge-based economy , t h e fo l lowing a re s o m e in i t i a -
tives t h a t t he Malaysian gove rnmen t could emba rk on. 

1. Subsidised fees for patent protection 
Mos t SMEs, u n i v e r s i t i e s a n d r e s e a r c h i n s t i t u t e s do 
n o t file p a t e n t s d u e to t h e very h i g h e x p e n d i t u r e in -
volved .The g o v e r n m e n t could po t en t i a l l y i n t r o d u c e 
a n IP p r o t e c t i o n f u n d to h e l p s u p p o r t t h e p r o t e c t i o n 
of IP i n t e r m s of p a t e n t filings. 

I n IP m o n e t i s a t i o n , t h e q u a n t i t y or v o l u m e is 
i m p o r t a n t , as leas t ini t ia l ly . H e n c e , k n o w l e d g e crea-
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to r s m u s t be e n c o u r a g e d to p ro t ec t t h e i r IPs w i t h a 
subs id i sed cos t s t r u c t u r e so t h a t p a t e n t filings c a n 
b e c o m e m o r e a f fo rdab le . The S o u t h Korean govern-
m e n t h a s fol lowed t h i s a p p r o a c h to c r ea t e v o l u m e 
a n d i t r e c e n t l y s w i t c h e d to w o r k i n g o n t h e q u a l i t y 
of p a t e n t s app l ied for a n d g r a n t e d i n t h e coun t ry . 

A n IP p r o t e c t i o n f u n d c a n e i t h e r fu l ly or pa r t i a l -
ly s u b s i d i s e p a t e n t c o s t s . T h e c u s t o d i a n of t h e f u n d 
m u s t h a v e i n - h o u s e e x p e r t i s e t o accep t a n d as sess 
a p p l i c a t i o n s , b a s e d o n b o t h IP a n d m a r k e t p o t e n -
t ia l . T h e g o v e r n m e n t could w o r k o n a p l o u g h - b a c k 
m e c h a n i s m to recover s o m e of t h e f u n d s by success-
f u l c o m m e r c i a l i s a t i o n of t h e p r o t e c t e d IP by t h e i r 
o w n e r s . T h u s , a s u s t a i n a b l e m o d e l c a n be deve loped 
i n t h e l ong r u n . 

2. Tax credits 
T h e i s s u a n c e of t a x c red i t s fo r r e v e n u e b r o u g h t i n 
by c o m m e r c i a l i s i n g a c o m p a n y ' s i n t e l l ec tua l p r o p -
e r ty r i g h t s could be a good m e c h a n i s m to e n c o u r a g e 
i n d u s t r y p layers , e spec ia l ly SMEs, t o cap i t a l i s e o n 
t h e i r IP r igh t s . 

A reg ime called Patent Box h a s been used by several 
g o v e r n m e n t s t o e n t i c e c o m p a n i e s t o c o m m e r c i a l i s e 
t h e i r p a t e n t a b l e R&D o u t p u t s . T h e Pa t en t Box — also 
k n o w n as a n IP reg ime , i n n o v a t i o n box or IP box — is 
a special t a x reg ime used to incent iv ise R&D by t a x i n g 
p a t e n t r e v e n u e s d i f f e r en t l y f r o m o t h e r c o m m e r c i a l 
revenues . Count r ies t h a t have adopted such a s c h e m e 
i n c l u d e Be lg ium, Cyprus , F rance , H u n g a r y , I r e l and , 
L u x e m b o u r g , t h e N e t h e r l a n d s , Spa in a n d t h e UK. 

Malaysia shou ld no t lag b e h i n d o the r coun t r i e s i n 
t e r m s of p r o t e c t i n g i ts i n t e l l ec tua l cap i ta l , n o t o n l y 
i n t e r m s of p a t e n t filings b u t a lso i n t h e m a n y o t h e r 
f o r m s of p r o t e c t i o n u s e d to s a f e g u a r d IP r igh t s . W e 
c a n e i t h e r choose to c o n t i n u e i g n o r i n g t h i s r ea l i ty 
or s t a r t w o r k i n g o n it. Malays ia shou ld n o t lose o u t 
o n i t s i n t e l l e c tua l cap i ta l . II 
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