
Management of Patent Portfolio for Competitive 

Advantage: A Case of Indian Top Pharmaceutical 

Companies 
 

Dr. B. Koteswara Rao Naik
1
 and Mr. Mohit Chandra

2 

 
Abstract – In India, Intellectual Property Rights (IPRs), 

especially patents, have gained significance with the advent of Trade 

Related Intellectual Property Rights (TRIPS) Agreement, which 

stresses on product patent. The Pharma companies in India have 

gained significant growth during the pre-TRIPS, where, the doors 

were opened for process patents. Now, after a decade of TRIPS 

compliance, this paper analyses Indian pharma companies patent 

portfolios‟ vis-à-vis their business performance. In this study, 

variables like the financial data (from annual reports), patent data 

(from online patent database) and market performance data (from 

stock exchange) of those companies are used. This paper has also 

analysed on patents filed, granted, commercialized and licensed to 

others by these companies. The cross comparison between these 

companies has been carried out with respect to the aforementioned 

variables. It was found that there is a positive relationship between 

the patent portfolio management vis-à-vis their business 

performance. 
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I. INTRODUCTION 

 COMPANY‟S patent portfolio forms one of the most 

important part of its intellectual property (IP) holdings 

along with its designs license, copyrights etc. [1]. The 

value from a portfolio can only be managed and analysed by 

using effective techniques. The company requires necessary 

tools and methods to understand the content, as in how and 

where portfolio content fits in with the company‟s abilities 

that can use technology owned by the firm. The value of the 

patents, and its importance to the company is increasing day-

by-day, but remains difficult to assess. Keeping in mind some 

of the parameters typically considered for the valuation needs 

direction for IP exploitation. 

    The value and competitive advantage of companies is 

depending on a large number of different factors, such as their 

company‟s strategy, capital, resources, knowledge, market 

share etc. Increasing importance is also paid to innovative 

capacity, because it allows companies to constantly renew 

their products and adapt their production techniques for newer 

developments [2]. Also, it is often argued, that increased 

innovative capability leads to competitive advantage, because 

in the beginning of the product life cycle, to face competitors 

in a technology rather than a price competition [3], [4], [5], 

[6]. 
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This study is about how patents are affecting the profitability 

of the pharmaceutical companies in India. The pharmaceutical 

industry has an important characteristic which makes it 

different from other industries that rely on patent protection. 

In science and technology based industries it is very much 

possible to keep inventions a secret until the period they are 

open and out in the market. This enables inventors to delay 

patent filings to the last moment and, to increase the effect of 

the 20 year patent term which starts from filing of the patent 

application. But in the medical research, the emphasis is on 

early disclosure of inventions, generally long before the 

product is out in the market. 

  

II. LITERATURE REVIEW 

It is considered that the number of patent applications 

positively affects firm performance. Large patent portfolios 

not only indicate stronger efforts in research and development 

(R&D) activities but also higher innovative output. Large 

patent portfolios are also strategically used for, like to 

blocking competitors [7]. Larger patent portfolios increase the 

chance for licensing agreements or trading with other 

companies and can also use to prevent smaller competitors 

from entering markets. Patent output can be seen as a right 

signal to the market. 

Many studies have taken the value of companies as a 

combined measure of the company‟s economic value. They 

examine how these value measures are predicted by various 

patent parameters like the number of patents, citations and 

others. Studies such as Griliches [8], who found an important 

relationship between company‟s market value and „intangible‟ 

assset, and the number of patents, based on data for large 

United States of America‟s companies. Narin and Noma [9] 

found correlations between intangible assets and an increase 

in a company‟s profit and sales. The results of Deng et al. [10] 

indicate that the number of patents are associated with future 

firm performance. Ernst [11] revealed that the number of 

international patent applications have positively impacted 

economic performance of a company. Increase in patent 

application lead to increases in sales with a time gap lag of 2 

to 3 years after priority filing [12]. Bosworth and Rogers [13] 

suggested that patent activities are associated with market 

value as measured by Tobin‟s Q ratio. The number of patents 

within a company is known to be associated with revenue 

from new products [14]. Hall, Jaffe and Trajtenberg [15] used 

patents and found firm market value related to the ratios of 

R&D to assets stocks. Lee [16] has estimated a Tobin‟s Q 

ratio equation on R&D intensity and patent yield of the 

company which shows a proportional relationship.  
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III. PATENT PORTFOLIO MANAGEMENT 

The most important parameter for the output of 

innovation/invention processes within companies are number 

of patents or patent stocks. However, since patents can differ 

both in technological and economic value, simple patent 

counts give an unclear impression of a company‟s 

technological strength. Therefore, many other parameters 

have been suggested for quality or value of patents [17]. The 

most important parameter, both with respect to quality and 

quantity, will be reviewed in the discussion of the paper 

afterwards. 

The patent generally goes through five stages throughout 

its life cycle i.e. filling, publishing, granting, priority and 

expiry. After this cycle depending upon the purpose of the 

company it is discarded or renewed by the company. 

Managing patent portfolio becomes hectic since it‟s a time 

taking activity starting from filling till getting the grant for the 

patent along with cost. 

Now, for the three pharma companies, the number of 

patents filed, published, prioritized, granted and expired from 

year 2005 to year 2015 have been compared to analyse that 

how actually these companies are competing with each other 

in this domain. 

 
Fig 1: Patent Portfolio‟s during the period 2005-2015 

 

   From fig.1 it is evident that Cipla is doing better than the 

rest, but, during 2015, the performance of companies w.r.to 

patent applications filed has come drastically and Lupin took 

over the lead (fig.2). 

 

 
Fig 2: Number of Patent applications filed during the period 2005-

2015 

     Companies have more in number utility inventions than 

other, the total number in the ten period touches a great height 

of five thousand invention patents. The utility model patents 

are not in place for many countries, the number of patents in 

that category are very less. Since, these companies do more of 

core R&D, the other forms of IP like design and copyright are 

comparatively less than the invention patents (fig.3) 

 

 

Fig 3: Different patenting domains 

 

 

Fig4: IP Portfolio during the period 2005-2015 

 

     These companies play different strategies in leveraging 

their IP Portfolio. Licensing and technology transfer is one of 

the widely used mechanism in leveraging the intangible asset. 

The majority of the IP lies in solvent, organic chemistry, 

amine and petroleum related inventions accounts half of the 
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IP portfolio of these companies, where, Cipla and Lupin are 

having more presence than Dr. Reddy‟s (fig. 4).   

 

 
Fig 5: Patents in different domains of technology 

 

Fig.5 shows the technology mapping of various IPs 

created. The technology white space and grey area shows the 

opportunity for future R&D. The major number of IP was 

created in the area of medicinal preparation, heterocyclic 

compounds and therapeutic activities of chemical and medical 

preparations (fig.5). Less number of IP was created in the 

domains of micro-organisms or enzymes, peptides, testing 

material, drug delivery devices, acyclic, carbocyclic or 

heterocyclic compounds, acyclic or carbocyclic compounds 

and organic compound preparation methods (fig. 5). 

 

IV. BUSINESS PERFORMANCE 

There are different financial indicators that have been 

used to assess the value of firms. In this analysis we used the 

Tobin‟s Q ratio [18] and the ROI (Return on Investment). The 

patent indicators exhibits different kinds of relations. To 

interpret differences properly, we will here define the Tobin‟s 

Q ratio and the ROI. It will allow us to get the perspectives 

taken by these two parameters. 

Most notable is the use of financial data for at least two 

reasons. First, financial data of the companies are easily 

available. Second, if the stock markets are trade free and 

traders are intelligent, then expectation of the market 

capitalization of a firm becoming equal to the flow of all 

discounted future profits and the market selling value of all 

left assets. In short, the market value of the company should 

resemble its value when seen as an investment objective. 

Now let assume that a company is infinitely lived and 

there is no uncertainty. Let r be the discount rate, π be profits 

before interest and tax (PBIT), V be the market capitalization 

of the company, R be the market selling value of the firm and 

A be the tangible assets. The following relationship is 

expected to hold true for any company ([19], [20]). 

 
     Where the left-hand side is the ratio of market 

capitalization to the book value of a company. This measure 

is also called Tobin's Q ratio ([21], [22], [23]). Market 

capitalization and Tobin's Q ratio are noisy measures of future 

profitability and are likely to reflect speculative bubbles, herd 

instinct or general market expectations. Therefore, we also 

use a measure of profitability which is Return on Investment 

(ROI), which is defined as profits before interest and tax 

divided by total assets. Tobin‟s Q ratio and the Return on 

Investment (ROI) are indeed closely related. The Tobin's Q 

ratio takes into account all future profit flows, while the 

Return on Investment (ROI) focuses only on the present day 

profits [24]. 

Using the above two mentioned indicators we differentiate the 

influence of patent portfolio characteristics both on market 

expectations (by Tobin's Q ratio) and on the income 

statement, (by ROI), which is the realized present day profits. 

Now the graph‟s has been plotted between number of patent‟s 

granted, return on investment and Tobin‟s Q ratio from year 

2007 to 2015. We try to find out any similarity in their curve 

patterns such that we can find out any relationship if exist 

between them [24]. 

Return on Investment for the years is taken from the yearly 

published financial reports of the companies, Tobin‟s Q ratio 

(TQR) is calculated using the market capitalisation values and 

the total assets value of the companies and number of patent 

granted (P Grant) for the companies is taken from the patent 

data base. 

Fig 6: Market Value of Cipla during the period 2007-2015 

Fig 7: Market Value of Dr. Reddy‟s during the period 2007-2015 
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Fig 8: Market Value of Lupin during the period 2007-2015 
 

     Comparing the patent grant‟s counts and the financial 

performance measures return on investment (ROI) and 

Tobin's Q ratio in any case whether its Cipla, Dr. Reddy‟s or 

Lupin the graphs reveals that the financial measures are 

correlated, which should be expected in light of the theoretical 

discussion about the ROI and Tobin's Q ratio previously in 

this paper. The correlation of the financial performance 

measures and the patent grant‟s counts, on the contrary, 

although obviously present, is much less pro-found. As we 

can see that the number of patent‟s granted curve is almost 

following the same pattern as of the ROI in the later years in 

the graphs of all three pharma companies which shows that 

ROI and number of patents are positively correlated. 

 

V. CONCLUSION 

    The main aim of this study was to put light on the question 

of how far the technology base of a company like patent 

portfolios can affect their financial performance in terms of 

market value and profits. For the analysis, top three 

pharmaceutical companies of India i.e. Cipla, Dr. Reddy‟s 

Lab and Lupin have been taken. The information on their 

financial performance, patenting and market value vas taken. 

To sum up the results of the models, the mere number of 

patent applications does not seem to be a very good indicator 

of company‟s performance, although a significantly positive 

effect can be found on Return on Investment (ROI).  

When we compare the three pharma companies with each 

other from above analysis, we observed that Lupin is 

performing better than the other two companies i.e. Cipla and 

Dr. Reddy in regards of patent portfolio. Also when we see 

the market capitalisation of year 2015, Lupin is currently 

having greater market share than the other two.  

 

REFERENCES 

[1] Bob Stembridge and Breda Corish, “Patent data mining and effective 

patent portfolio management”, Intellectual Asset Management 
October/November, pp. 30, 2004. 

[2] Schubert, T., “Marketing and Organisational Innovations in 

Entrepreneurial Innovation Processes and their Relation to Market 
Structure and Firm Characteris-tics”, Review of Industrial Organization, 

32, pp. 189-212, 2010. 
[3] Kleinknecht, A Oostendorp, R., “R&D and Export Performance: Taking 

Account of Simultaneity. In: Kleinknecht, A Mohnen, P. (eds.)”, 

Innovation and Firm Performance. New York, pp. 310-320, 2002. 
[4] Legler, H Krawczyk, O., “The Global Distribution of R&D Activities. 

In: Schmoch, U Rammer, C Legler, H. (eds.)”, National Systems of 

Innovation in Comparison. Structure and Performance Indicators for 
Knowledge Societies. Dordrecht: Springer, pp. 31-45., 2006. 

[5] Maskus, K.E Penubarti, M., “How trade-related are intellectual property 

rights?”, Journal of International Economics, 39, pp. 227-248, 1995. 
[6] Utterback, J.M Abernathy, W.J., “A dynamic model of process and 

product innovation”, Omega, 3, pp. 639-655, 1975. 

[7]  Blind, K Edler, J Frietsch, R Schmoch, U, “Motives to patent: 
Empirical evidence from Germany”, Research Policy, 35, pp. 655-672, 

2006. 

[8] Griliches, Z., “Market Value, R&D and Patents, Economics Letters”, 7, 
pp. 187, 1981. 

[9] Narin, F Noma, E., “Patents as indicators of corporate technological 

strength”, Research Policy, 16, pp. 143-155, 1987. 
[10] Deng, Z Lev, B Narin, F., “Science and technology as predictors of 

stock performance”, Financial Analysts Journal, 55 (3), pp. 20-32, 1999. 

[11] Ernst, H., “Patenting strategies in the German mechanical engineering 
industry and their relationship to firm performance, Technovation”, 15, 

pp. 225-240, 1995. 

[12] Ernst, H., “Patent applications and subsequent changes of performance: 
evidence from time-series cross-section analyses on the firm level”, 

Research Policy, 30, pp. 143-157., 2001. 

[13] Bosworth, D Rogers, M., “Market value, R&D and intellectual 
property: An empirical analysis of large Australian firms”, The 

Economic Record, 77, pp. 323-337, 2001. 

[14] Nerkar, A Roberts, P.W., “Technological and product-market 
experience and the success of new product introductions in the 

pharmaceutical industry”, Strategic Management Journal, 25 (8-9), pp. 

779-799, 2004. 
[15] Hall, B.H Jaffe, A Trajtenberg, M., “Market value and patent citations”, 

The Rand Journal of Economics, 36 (1), pp. 16-38, 2005. 
[16] Lee, S.J., “Measure of R&D Success and Market Value of a Firm”, 

Seitz, J. (ed.), 7th Wuhan International Conference on E-Business, May 

31 - June 01, 2008. 
[17] Frietsch, R Schmoch, U van Looy, B Walsh, J.P Devroede, R Du 

Plessis, M Jung, T Meng, Y Neuhäusler, P Peeters, B Schubert, T., “The 

Value and Indicator Function of Patents”, Studien zum deutschen 
Innovations system, Nr. 15/2010: Experten kommission Forschung und 

Innovation (EFI), 2010. 

[18] Tobin, J,“A general equilibrium approach to monetary theory”, Journal 
of Money Credit and Banking, 1, pp. 15-29, 1969. 

[19] Brainard, W Tobin, J., “Pitfalls in financial model-building”, American 

Economic Review, 58, pp. 99-122, 1968. 

[20] Griliches, Z.,”Market Value, R&D and Patents, Economics Letters”, 7, 

pp. 187, 1981. 

[21] Hall, B.H Jaffe, A Trajtenberg, M., “Market value and patent citations”, 
The Rand Journal of Economics, 36 (1), pp. 16-38, 2005. 

[22] Narin, F Breitzman, A Thomas, P., “Using Patent Citation Indicators to 

Manage a Stock Portfolio. In: Moed, H.F Glänzel, W Schmoch, U. 
(eds.)”, Handbook of Quantitative Science and Technology Research: 

The Use of Publication and Patent Statistics in Studies of S&T Systems. 

Netherlands: Kluwer Academic Publishers, pp. 553-568, 2004. 
[23] Nguyen, T Schüßler, A., “Aktienbewertung auf der Grundlage 

fundamentaler Daten - Darstellung ausgewählter Kennzahlen, 

WiSt”Wirtschaftswissenschaf-tliches Studium, 39, pp. 121-127, 2010. 
[24] Peter Neuhäusler, Rainer Frietsch, Torben Schubert and Knut Blind 

“Patents and the financial performance of firms – An analysis based on 

stock market data”, Fraunhofer ISI Discussion Papers Innovation 
Systems and Policy Analysis No. 28, 2011. 

International Journal of Humanities and Applied Sciences (IJHAS) Vol. 5, No. 1, 2016 ISSN 2277 – 4386 

30




