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Abstract: We conducted a survey-type research of innovation activity and the use of intellectual property instruments in Siovenian manufacturing compa
nies in the period 2004-2006. The results show that companies in electronics industry have slightly more active innovation policy than companies in other 
industries. The electronic industry companies typically have larger R&D departments, are larger companies, and have on average more new patents and 
products then other companies in Siovenian economy. Other aspects of innovation characteristics and behavior of Slovene electronics companies are 
presented and put into broader perspective by comparison to other Sloven ian companies. 

Inovacije V slovenski elektronski industriji 

Kjucne besede: inovacije, patenti, elektronska industrija, Siovenija 

Izvlecek: Opravili smo raziskavo 0 inovativni dejavnosti in uporabi instrumentov intelektualne lastnine v slovenskih podjetjih med leli 2004-2006. Rezultati 
so pokazali, da imajo podjetja, ki proizvajajo elektroniko znaeilno vee aktivne inovacijske politike kot ostala podjetja. Podjetja, ki proizvajajo elektroniko 
imajo znaeilno veeje RR oddelke, so veeja podjetja in imajo v povpreeju vee novih patentov in produktov kot ostala podjetja v slovenski ekonomiji. Velanku 
so predstavljene tudi ostale inovacijske znaeilnosti in obnasanje slovenskih podjetij, ki proizvajajo elektroniko v primerjavi z ostalimi slovenskimi proizvod
nimi podjetji. 

1 Introduction 

Innovation is widely recognized as an important factor of 
firm profitability and long-term success. Innovation can be 
implemented in a new product or a new process. In the 
first case, the gains for an innovative firm come from a higher 
quality product (in terms of value added to consumers) for 
which a higher price can be charged. In the second case, 
gains come from input cost savings, which permit higher 
price-cost margins. 

However, new scientific or technological knowledge em
bedded in innovations can easily spill out and end up in 
someone else's R&D effort. In economics, this property 
of new knowledge is called non-excludability and is typical 
for public goods. Arrow /1 / was the first to show that when 
it is not possible to exclude the use of a good with this 
property by individuals who did not pay for the good, the 
incentive to produce such a good is reduced. Without pro
tection offered by intellectual property rights (IPR), new 
knowledge is very much like public good: it can be used 
by people or companies who did not originate (or pay) for 
it and the incentive to create new knowledge (in other 
words, to engage in R&D effort) is therefore undermined. 

Legal instruments like patents, trademarks and licences 
(lPR) serve to protect the benefits arising from innovative 
products and processes. For example, Greenhalgh and 
Longland /2/ find empirical evidence for positive returns 
from doing R&D and also from registering patents and trade
marks in UK. Also, Varsakelis (2001) /3/, Lederman and 
Maloney (2003) /4/, Kanwar and Evanson (2003) /5/, 
Basanini and Ernst (2002) /6/, Bebczuk (2002) /7/, and 
Falk (2006) /8/ empirically investigate the effect of patent 

protection on business R&D intensity and generally find 
some evidence that a stronger patent protection indeed 
has a positive effect on business R&D intensity. However, 
patents do not protect most of innovations and some of 
the reasons why firms decide not to patent are the follow
ing: innovations are not novel enough to be eligible for 
patent protection, too much information must be disclosed 
in a patent application, the cost of applying and defending 
a patent in court is too high, it is easy to legally invent around 
the patent, technology is moving so fast that patents are 
irrelevant. 

Besides preventing unauthorized imitation, patents are 
used also to secure royalty income. Licensing is a com
mon method of awarding the right to use a patent to other 
parties and earn additional revenue from innovation. Fur
thermore, it is also used for more "strategic" reasons such 
as deterring entry of potential competitors /9/, enhancing 
demand /10/, and facilitating collusion /11/. Kim and 
Vonortas /12/ find that licensing is more extensively used 
if a company has more technological knowledge, has used 
licensing before, the growth rate of its sector is higher, IPR 
protection is stronger, and the nature of technology is more 
"complex,,1. However, Levin et al. /13/ find empirical evi
dence that patents are regarded less as a way to gain ad
ditional revenue through licensing than they are as a way 
to prevent imitation. Their study also revealed two other 
possible reasons to use patents which are not related to 
protecting returns from innovations: i) patents can be used 
as a measure of performance for R&D employees and ii) 
patents can open access to certain foreign markets which 
require the licensing of technology to domestic industry 
as a condition to enter the market. In addition, Hall and 

289 
















