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LEARN-IP Learning outcomes! for Module 7:

Module 7 — How to finance the creation of cultural heritage and tourism assets

Description of the Module

This Module presents the professional approach to financing the protection and
commercialisation of cultural tourism assets. Funding these activities is one of
the most important considerations to be taken, but not many European cultural and
tourism stakeholders are trained in the art of raising funds. Thus, the module
provides information about the existing different financing sources and financing
models for the different steps in the IP protection and IP exploitation phases. Finally,
this module introduces the different forms and unique features of the financing
possibilities available and illustrates those with examples with good practice
references and with referrals to further readings.

LEARNING OUTCOMES

KNOWLEDGE

SKILLS

RESPONSIBILITY and
AUTONOMY

The learner is
expected to have
theoretical knowledge
considering:

- the nature and
characteristics of
financing options.

- the appropriate
financing sources in
preparation for your
IP development and
commercialisation
activities.

- the public
programmes and
donation sources that
might be able to
support IP protection

This is not a guideline
how to prepare a full
fundraising proposal;
the intention of this
learning item is to
provide a general
overview on the IP
financing topic.

and commercialization.

The learner is expected to
be able to:

- conceptualize a plan for
funding IP protection and
IP commercialisation;

- Identify the values,
business models and the
generated return on
protection investments
created by the protected
cultural and tourism
assets;

- Identify financing source
appropriated for different
purposes;

- take a funding decision
and what to keep in mind
before making decisions;
- identify the possibilities,
alternatives and creative
sources of financing in the
sector the learner
operates and their
advantages and
disadvantages;

- increase skills how to
approach the diverse
financing opportunities.

The learner should be
autonomously responsible
for conceptualizing a plan
for funding IP protection and
IP commercialisation.

The learner should be
autonomously responsible
for taking fund decisions
and identifying possibilities
for funding appropriated for
different IPR protection
purposes.

The learner should exercise
self-management in the
process of identification of
the values and the
generated return on cultural
heritage protection
investments accumulated
by the application of
different business models in
the area of cultural tourism
and regional development.
However, the process of
funding requires
professional IPR expertise
depending on the applicable
legal framework.

! The learning outcomes for each Module are defined based on the EQF:

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32017H0615(01)&from=EN and applying

certain aspects of the Cedefop handbook: https://www.cedefop.europa.eu/en/publications-and-

resources/publications/4156

www.learnip.eu
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Training method

LEARN-IP learning philosophy promotes a unique engaging training method, based on
the following aspects:

Short-burst learning sessions which feature very well-structured learning content.
A deep sense of involvement and merging of action and awareness.

A sense of control and dealing with the task that you will find at the end of the
module.

Enjoyment and provoking further interest.

LEARN-IP focuses on an interactive training approach:

The modules as a training material for self-learning.
Using the interactive LEARN-IP e-learning platform: https://moodle.lear-ip.eu
for facilitated training sessions in a group with a professional trainer.

Unlike the lecturers into the face-to-face classroom which provide their students with
guidance and some additional directions, you have to take the responsibilities for the
time management and for the control of your learning progress.

Module 7 should be used with help from a trainer because the complexity of

the learning content may generate many questions that require either
detailed dealing with the content or additional guidance provided by an
expert trainer or teacher.

Please note that this guide is not a substitute for legal advice. Intellectual property law is
technical and varies from country to country. Therefore, learners should consider taking
professional advice. But reading this module will give you a good understanding of the basic
issues and help making informed decisions about next steps.

www.learnip.eu
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Training content

Unit 1 - The need to finance the creation of cultural heritage and tourism assets
IP financing, ip values, IP business, return on investment

All over the world, stakeholders in the culture and tourism communities have developed a
wealth of traditional knowledge, which they rightly wish to protect and to promote. Yet few of
them have used the intellectual property system to do so. Consequently, and unfortunately,
their knowledge has often been used without their authorization and they have not shared in
the benefits of such use, i.e., generating commercial income.

Therefore, this unit will illustrate why it is important to “invest” in the creation of cultural
heritage and tourism assets. Learners should understand that those assets create value(s),
thus enabling the owner of the cultural heritage and tourism assets to create business out of
the value propositions.

If Intellectual Property (hereinafter called briefly “IP”) for cultural heritage and tourism assets
is strategically used, it can be crucial to lay the foundation stone for impacting benefits for IP
owners. They may, on the one hand, be able to prevent other people, companies or
organizations from applying and exploiting their traditional knowledge and culture without
their authorization (also known as misappropriation). On the other hand, they may also gain
the economic value of products and services that they develop based on their traditional
cultural and tourism assets.

The objective of this first unit is to offer general and basic information on the interface
between intellectual property (IP) and its values. It briefly addresses the most important
guestions that arise when considering the role that IP principles and systems can not only
play in protecting cultural and tourism assets from misappropriation, but moreover can play
in generating and equitably sharing benefits from their commercialization. The topic of
different kinds of Intellectual Property Rights (IPR) is elaborated in detail in a separate
module - Module 3 “Transforming assets into IP”, where you can get additional information.

Through this Unit we will focus on a few points that should help you in the process of
understanding the needs of financing the creation of IP, understanding the value
propositions and business opportunities impacted by IP and turning value propaositions into
return on investment. If you intend to turn your culture and tourism related IP into a business
you have to know, at which stage of the lifecycle of your business to plan its financing.
Considering the topic of different kinds of IPR strategies and its business development
please note that we also elaborate this topic in a separate Module: Module No. 5: “IPR
Strategy and Business Development” where you can get additional information.

No Money? Cash is a really a big thing in finance. This includes raising it, spending it,
protecting it and investing it. Creating a financing process is the most effective way to also
keep your IP commercialisation business - and its financing - on track. For developing a
referring strategy for financing your IP protection and commercialisation it is mandatory to
understand the underlying business models, reducing costs and increasing returns on
investment.

www.learnip.eu
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Sub-unit 1.1: Value creation with cultural heritage and tourism assets

Protection of cultural and tourism assets and turning them into IP is not undertaken as an
end in itself, but as a means to reach broader policy goals and to respond to the needs of
their holders. Cultural and tourism stakeholders have expressed a variety of objectives
underlying the protection commercialization of their IP, including:

e Wealth creation, trading opportunities and sustainable economic development,
including promotion of equitable benefit sharing from use of IP;
Preservation, promotion and development of cultural and tourism assets;

e Prevention of misappropriation and unauthorized exploitation, illicit use and abuse,
as well as other unfair and inequitable uses;

e Protection of tradition-based creativity and innovation in the referring sectors;

e Recognition of the value of and promotion of respect for cultural and tourism assets
and the communities that preserve them, including prevention of insulting, derogatory
and/or culturally and spiritually offensive uses;

e Safeguarding of the cultural and tourism identity and values;

o Prevention of false and misleading claims to authenticity and origin;

Promotion of cultural diversity.

While the heritage of a community plays significant social, spiritual and cultural roles, it can
also play a role in economic development. The use of cultural and tourism assets can lead to
the establishment and preservation of community enterprises, local job creation, skills
development, appropriate tourism, and foreign earnings from community products/ services.
IP can enable communities commercialize their tradition-based creations, should they wish
to do so, and to exclude free-riding competitors. Stakeholders may thus use their IP to
exercise control over how their assets are used, and to defend against insensitive and
degrading use of them. The marketing of cultural and tourism IP products also represents a
way for stakeholders to strengthen their cultural identity and contribute to cultural diversity.
IP can assist in differentiating products (e.g. handicrafts) and related services, certifying their
origin or by combating the passing off of fake products as “authentic”.

From a theoretical point of view, missing readiness in financing investments in IP is subject
to various imperfections. Strong asymmetric information is one of them. The concept of
asymmetric information applied to cultural and tourism assets suggests that IP owners are
more knowledgeable about the likelihood of success and market potential than investors
(banks or venture capitalists). The argument is that external investors have trouble
differentiating between profitable and unprofitable cultural and tourism inventions and will
therefore not invest in them or require a significant risk premium. While large firms have the
ability to finance IP protection and commercialisation internally, this is often not an option for
smaller firms or public organisations, and as a consequence they must rely on external
funders. However, owners of cultural and tourism assets should realise that there are two
ways in which IP can help finance its protection and exploitation: IP can be used

i) to reduce the cost of external capital; and

i) to generate additional cash flows?.

By striking the right balance between the interests of creators/innovators and the wider
public community interest, the intellectual property system seeks to nurture a fair
environment in which creativity and innovation can flourish. Once the IP is granted, the
owner can exercise his or her exclusive rights to make or use the IP or to assign or license
rights commercially to someone else.

2 Further elaboration is provided in Unit 4 - Financial Sustainability mechanisms, as a part of this modul.
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Sub-unit 1.2: Value propositions and business opportunities

IP alone does not make you an attractive licensor. The first step is to attract interest from a
potential buyer/customer (licensee). To attract interest, the cultural or tourism asset must
provide a solution to a relevant customer problem. The more significant the consumer
problem, the more attractive you are as a licensor; provided, of course, that the IP delivers a
solution, and those consumers can see the advantage of the solution and believe it is worth
paying for.

When that happens, you know you are on the way to some success but note that this goes
beyond the value drivers of any IP. Certainly, IP is important, but many other things matter
too, such as know-how and proof of consumer demand. These value drivers that go beyond
IP are an essential part of becoming attractive as a licensor. A patent application can protect
your invention, but only a solution that will be valuable to a potential partner can get you
through the door. It is your job as the IP owner to understand the value drivers and be able
to convey it to the potential licensees quickly and coherently so they can appreciate the
value proposition.

Considering the topic of identifying cultural and tourism assets please note that we also
elaborate this topic in a separate module - Module 2: “How to identify assets in cultural
heritage and tourism sector” where you can get additional information.

Taking into consideration what was stated so far, IP “can be instrumentalized” for business
opportunities in three generally different ways:

¢ Competition management
Many state authorities have taken a variety of measures to ensure protection against
unfair competition. Those regulations are generally discrediting a rival business or
prohibit using misleading indications. But they are not in place to prevent competitors
copying your products or services or the algorithms, functions and recipes behind
your products and services. Here, proper IP management has to serve your
protection and prevention goals®.

o Marketing Function of IP
The goal of using IP for marketing purposes is to create interest and to communicate
a positive development, e.g., with press releases providing a patent number when
they are explaining why the cultural asset is exciting. In many cases IP on cultural or
tourism assets is used to support general marketing activities through branding,
which could be achieved, for instance, through trademarks, copyrights or
geographical indications. Should you consider using your IP for flanking your
marketing strategies, it will definitely help you in defining the target groups as
potential licensees.
Within the Social Science Research Network (SSRN) you will find valuable hints how
to develop, prepare and test your marketing materials, including the role of IP as a
value generator®.

e Generating Income from IP.
While in the first two approaches the IP serves primarily to protect and enable a
business based on IP assets, this approach allows direct valorisation from your

3 See Art Monk and Ron Laurie, Inflexion Point, “Business Opportunity Alternatives to Assertion-Based Patent
Monetization”, IP Society Seminar: IP Monetization Strategies & Alternatives, November 6, 2007.
4 See https://ssrn.com/abstract=3583068
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assets itself by centring your business model and delivering products or services
centres around the IP.

Sub-unit 1.3: Potential for “Return on investment”

The business opportunities illustrated in the previous chapter establish the basis for
achieving a return-on-investment for protecting and managing cultural and tourism IP. They
can be summarized® as:

Increase of reputation;

Differentiation in the markets;

Commercial revenues through IP valorisation;
Signalling and branding function;

Securing freedom to operate;

Blocking undesired involvement of third parties;
Contributing to risk management.

Therefore, IP owners have several avenues for approaching potential licensees or
commercialization partners. The goal is to achieve returns through a sound marketing mix
that may entail:

e Your own network combined with online searches (e.g. get your inventors engaged)
Published IP applications (guided by the IP attorney, publication could take place
soon after the priority filing);

Trade fairs, conferences and partnering events;

Direct and digital marketing;

Market facilitators and marketplaces;

Media publications.

However, generating a return on investment on cultural and tourism IP needs focus not only
on elements of a sound communication strategy, but more importantly a thorough
understanding of the economic impacts generated by your IP for different stakeholders:

Consumer

From the consumer’s perspective, by sending a signal on the characteristics and quality of a
product, IP can help overcome asymmetric information, raise the willingness to pay and
create (niche) markets that otherwise would not exist. For instance, for agricultural products
and craft products, consumer preferences and their willingness to pay are generally driven
by the perception that geographically protected products are of high quality and a preference
for domestic and unique over foreign (mass production) products. The latter, also referred to
as ‘consumer ethnocentrism’, is often driven by consumer’s attachment to their home region
and the desire to support domestic producers. Also, tourists are kean to purchase original
products from their tourism destinations. Consequently, those IP are playing an important
role in regard to cultural and tourism assets.

Producer

From the producer’s perspective, cultural and tourism assets are an attractive tool for
protecting and enhancing the reputation of products as they create segmented (niche)
markets and raise consumers’ willingness to pay. This, in turn, benefits producers, by raising
their profit margin and their sales potential. For example, by segmenting markets and thus
impairing other producer’s market access, geographical indications reduce competitive

5 See: https://www.oxfirst.com

www.learnip.eu
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pressures. At the same time, there are also costs related to the requirements to produce in a
well-defined geographic area, to maintain a territorial link and to adhere to specific product
and quality standards. This limits the ability of producers to save costs.

Prices

There are various factors that influence the willingness to pay (or the price premium)
induced by cultural and tourism assets. These include intrinsic product differentiation,
marketing strategies employed by producers, producer’s closeness to consumer markets,
consumer’s awareness levels, among others. Prices may vary depending on market size,
the degree of competition and the substitution of other products, the demand structure, and
consumer perceptions of the characteristics and quality of a product.

Market access

Cultural and tourism IP also has implications for trade, both for international trade with non-
EU countries, and trade within the EU. They thus also have implications for the functioning
of the internal market. For instance, geographical Indications create trade in the same way
they create markets, by addressing symmetric information, i.e. across borders. Furthermore,
by raising the willingness to pay, they also enable producers to overcome higher cost of
exporting. However, geographical indications also restrict market access, by creating
segmented markets for (niche) products. If the partner country does not equally protect
geographical indications, geographical indications in only one country can consequently also
reduce trade.

Impact on regional and sustainable development

Cultural and tourism IP not only have direct impacts, as described above, but also indirect
impacts. With geographical indications offering economic benefits to producers, there is a
strong incentive for the kind of collective action that is needed to successfully apply for IP
protection and to maintain it. In particular, collective action is required to enforce the specific
guality standards, and to maintain e.g., a ‘tradition’. This collective action itself can have
strong economic and non-economic impacts in various areas. (Take a look at Good practice
1 -"Bulgarian Rose Oil, The Protected Geographical Indication (PGI)” and Good practice 2 -
“The protected “Strandzha Manna Honey” from Bulgaria, a showcase for IP protected
products and related business modelling creating news tourism assets” at the end of this
module.)

Collective action can have a positive impact on productivity and regional development, by
promoting the sharing of production knowledge, fostering value chains and other modes of
co-operation. Collective action can also lead to innovation, if producers co-operate in
upgrading quality or in updating product specifications. Among non-economic impacts one
could count the promotion of a shared cultural heritage, of transparent, responsible and
sustainable production practices, or social cohesion. Specifically, for geographical
indications, studies have identified positive impacts on regional cultural heritage®, tourism’,
regional employment?, just to name a few examples.

Indirect impacts are also generated by the reputation of products protected by IP. This
reputation is a public good, potentially creating spill overs to other products and sectors. This
in particular includes tourism, as a sector that benefits from the reputational spill overs
generated by IP.

6 Jeongwook and MacPherson, 2007
7 Belleti and Marescotti, 2017
8 Aubard, 2011

www.learnip.eu
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Check the Good Practices part for further reading. Good practice 1 named "Bulgarian Rose
Qil, The Protected Geographical Indication (PGI)” illustrates how the Protected Geographical
Indication (PGI) "Bulgarian Rose Oil"* have direct and indirect impacts on the regional
development and you will also understand why it keeps the national and international
markets sustainable.

Considering the topic of value chains for valorisation of cultural and tourism assets and IP
please note that we also elaborate this topic in a separate module — Module 6: “Value-
Chains Structure” where you can get additional information.

References for Unit 1:

e Art Monk and Ron Laurie (2007): Inflexion Point, “Business Opportunity Alternatives
to Assertion-Based Patent Monetization”, IP Society Seminar: IP Monetization
Strategies & Alternatives, November 6, 2007

e Bereuter, Thomas and July, Bastian and Quinn, Gene, How to Market and License
Your Technology (April 22, 2020). les Nouvelles, 2020, Retrieved from:
https://ssrn.com/abstract=3583068 on 31" August 2021

e Didier Aubard.Aubard. (2011): Solid works

e Giovanni Belletti, Andrea Marescotti, Jean-Marc Touzard (2017): Geographical
Indications, Public Goods, and Sustainable Development: The Roles of Actors’
Strategies and Public Policies; in World Development 98, pages 45-57

e Jeongwook Suh and A. Macpherson (2007): The impact of geographical indication
on the revitalisation of a regional economy: a case study of ‘Boseong’ green tea;
2007

e Oxfirst website data, Retrieved from: https://www.oxfirst.com on 31" August 2021

Please see also the article by David Haigh: “Brand Valuation: what it means and why it
matters” in Brands in the Boardroom, IAM supplement No.1.
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Unit 2 - Financing mechanisms in general

IP financing, financing strategy, internal financing, external financing, debt financing, equity
financing, grants, donations, subsidies

In this unit the general options and mechanisms for financing and fund raising will be
described to introduce the learner into the financing topic. Financing Intellectual Property is a
way for companies to secure funding or raise money in order to position themselves using
their IP assets for commercial purposes and for generating return on financing investments.
Also, in the cultural and tourism sector, companies may have their own reasons for raising
capital, but more are increasingly starting to rely on their valuable IP rights.

More people and businesses are becoming aware of the ability to monetize IP assets. One
can sell, license, or use the IP rights as collateral for securing capital. IP assets can also
give you additional ways to seek equity from private investors, friends, family, venture
capitalists, and specialized banks or even regular banks. In IP circles, there's growing
interest in using IP assets, such as design rights, trademarks, copyrights, and patents, to
gain access to credit.

Small- and medium-sized companies, as well as multinational corporations, are leveraging
their IP assets to secure capital. More and more lending institutions are expanding their
business to provide loans based on IP, which are valuable assets and can be important
financing sources. Cultural and tourism stakeholders that should look into IP financing
include the following:

e Growing businesses that don't have access to traditional lenders;
e Stakeholders that hold valuable trademarks or patents; or
e Older businesses looking to leverage additional assets in order to expand.

Therefore, it is crucial to start thinking about how you can incorporate intellectual property
into your business today not only by making IP management an integral part of your
marketing strategy, but also by choosing the right financing program for your IP.

External Financing —————— Internal Financing
| | | |
R Retained Eamings ‘
Equity Debt 4{ g
_________ s ST
| Equity Financing | | Mezzanine Financing | ‘ Loan Financing ‘ 4{ Current Assets ‘
- Loan . ‘
= hybrid or mixed - Warranties Savings
- Private Equity elements of equity - Corporate Bonds
- Venture Capital financing and debt - Leasing
-1PO financing - Factoring
- Asset Backed
Securities

Figure 1: Overview on Business Financing instruments (Source: INI-Novation GmbH)

In the global marketplace, the IP financing debate often revolves around the best option one
can use to fund activities. Unfortunately, external sources of financing — sponsors,

www.learnip.eu
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donators, lenders or investors — are often sceptical, especially in the case of smaller
businesses like those which you will most probably steer in your cultural and tourism sector.
This can leave you to rely on internal sources of finance for investing in your business. In
order to understand the basics of different funding sources, please see the overview on IP
instruments above.

When you use the mechanism of internal financing you may fund IP management
(protection and valorisation) activities with your own liquidity, the so-called cash flow. This
may be personal savings or money available in your bank accounts or even money that may
be available in a very short term through a so-called liquidation of assets.

However, selling assets decreases the value of your organisation and can trigger transaction
costs, as well as taxes. Internal funding keeps all assets in the institution and incurs no
additional expenses beyond the cost of the IP management project itself.

Applying those mechanisms of internal financing prevents you from paying interest to the
bank or sharing ownerships, profits and dividends with an equity investor. Using internal
funding offers the advantage of keeping control in the hands of the company's founders. You
also do not have to go through an application process for public grants®.

Here are some options for internal funding:

o Retained earnings are an easy source of internal financing to use because they are
liquid assets. Retained earnings are the portion of net income that you have retained
in your business and that is not paid out to the owners.

e Fixed assets are those that are not easily converted to cash. Typically, these assets
include equipment, property and factories. Because these assets take time to convert
to cash, they cannot be relied on for short-term access to finance.

e Current assets consist of cash or anything that can easily be converted into cash.
You should be careful, however, not to decrease your current assets to levels less
than your current liabilities, as this may prevent you from paying off your debts.

e Savings are the backbone of many small businesses. If your business doesn't have
the assets to finance your activities, you may still have finances that you can
contribute to the business. This provides an alternative to seeking external donators
or loans and allows you to retain control over your business.

Capital structure is a business finance term that describes the proportion of an organisation's
capital, or operating money, that is obtained through debt and equity. Since capital is
expensive for many businesses, it is particularly important for cultural and tourism
organisations to determine a target capital structure?®,

Debt includes loans and other types of credit that must be repaid in the future, usually with
interest (see more detailed explanations in Unit 3. Analysis of financing mechanisms).

Equity involves selling a partial interest in the company to investors, usually in the form of
stock. In contrast to debt financing, equity financing does not involve a direct obligation to
repay the funds. Instead, equity investors become part-owners and partners in the business,

9 Especially, in the cultural and tourism sector, your business may qualify for governmental grants under certain
circumstances. However, the application process can be lengthy and expensive. The preparation of the grant
documentation can be very time consuming and even cost consuming. Where you have to hire and pay external
expertise, you have to win the approval of the agency giving the grant, and this can involve many individuals and
committees.

10 See:https://www.referenceforbusiness.com/knowledge/Corporate finance.html
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and thus, they are able to exercise some degree of control over how it is run (see more
detailed explanations in Unit 3. Analysis of financing mechanisms).

In general, organisations that tend to have stable sales levels, can use assets that make
good collateral for loans. This leads us to the specific of IP financing, which reverses the
funding considerations as explained hereinafter. IP financing considers the use of IP assets
to gain access to debt or equity funding for other business purposes. With IP financing, not
only corporations but also small and medium sized companies, are leveraging their IP
assets in exchange for finance. Financing institutions around the world are increasingly
extending their business to provide loans on the basis of IP as so called “secured financing
practices”.

Many stakeholders are familiar with traditional IP financing tools such as licensing (royalties)
and direct sales of patents or trademarks. However, companies have found new ways to
raise funds using intangible assets, for instance by using it as so-called collaterals. While
typically tangible assets such as real estate, equipment and inventory are used to secure
asset-based loans, in IP financing the collateralization of IP can also increase the amount of
your organisation’s credibility. In this context, a legal mortgage is probably the safest form of
security transaction, e.g., if IP gets assigned to the lender with a license being granted back
to the debtor.

Both, debt and equity financing offer cultural and tourism businessesa number of
advantages and disadvantages. The key for the organisation is to evaluate their particular
situation and determine its optimal capital structure by comparing advantages and
disadvantages of financing instruments:

Advantages of debt and equity financing

The primary advantage of debt financing is that it allows the owners and the management to
retain ownership and control of the organisation. In contrast to equity financing, the
responsible actors are able to make key strategic decisions and also to keep and reinvest
more of the organization’s profits. Another advantage of debt financing is that it provides
owners and management with a greater degree of financial freedom than equity financing.
Debt obligations are limited to the loan repayment period, after which the lender has no
further claim on the business, whereas equity investors' claim does not end until their stock
is sold (so-called “exit strategy of equity investors”). Debt financing is also easy to
administer, as it generally lacks the complex reporting requirements that accompany some
forms of equity financing. Finally, debt financing tends to be less expensive for organizations
over the long term, though more expensive over the short term, than equity financing.

The main advantage of equity financing for organizations, which are likely to struggle with
cash flow initially, is that there is no obligation to repay the money. Equity financing is also
more likely to be available to concept and early-stage businesses (i.e., new product
developments) than debt financing. Equity investors primarily seek growth opportunities, so
they are often willing to take a chance on a good idea. But debt financiers primarily seek
security, so they usually require the organizations to have some sort of track record before
they will consider making a loan. Another advantage of equity financing is that investors
often prove to be good sources of advice and contacts for small business owners and
management.

Disadvantages of debt and equity financing

The main disadvantage of debt financing is that it requires an organisation to make regular
monthly payments of principal and interest. Often, they experience shortages in cash flow
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that may make such regular payments difficult, and most lenders provide severe penalties
for late or missed payments. Another disadvantage associated with debt financing is that its
availability is often limited to established institutions. Since lenders primarily seek security for
their funds, it can be difficult for unproven businesses to obtain loans.

The main disadvantage of equity financing is that the owners must give up some control of
the business. If investors have different ideas about the organization’s strategic direction or
day-to-day operations, they can pose problems. In addition, some sales of equity can be
very complex and expensive to administer. Such equity financing may require complicated
legal filings and a great deal of paperwork to comply with various regulations. For many
small institutions, therefore, equity financing may necessitate enlisting the help of attorneys
and accountants.

References for Unit 2;

e Stanley B. Block, Geoffrey A. Hirt (2014), Foundations of Financial Management

e Neil C. ChurchillVirginia L. Lewis, Entrepreneurial Management: Five Stages of Small
Business Growth, Harvard Business Review. Retrieved from
https://hbr.org/1983/05/the-five-stages-of-small-business-growth

¢ Understanding Funding: The Stages Of A Typical Startup Company & Its Funding
Options. Retrieved from: https://www.jumpstartinc.org/understanding-funding-stages-
typical-startup-company-funding-options on 31" August 2021

e Good practice report, Access to finance for the cultural and creative industries (CClI);
Retrieved from: https://publications.europa.eu/en/publication-detail/-
/publication/f433d9df-deaf-11e5-8fea-01aa75ed71al on 31" August 2021.

e Funding Options, “How to finance your business growth?”; Retrieved from
https://www.fundingoptions.com/knowledge/finance-for-growth/ on 31" August 2021
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Unit 3 - Analysis of financing mechanisms

Debt financing, equity financing, grants, donations, subsidies, interests, dividends, Horizon
Europe, charities

In this unit the different mechanisms for financing and fund raising will be compared and
summarized in an analysis overview. With debt financing an organisation may fund its IP
development and commercialisation operations by borrowing on financial exchanges or
reaching out to private or public lenders. Organizations reaching out to such private lenders
as banks and insurance companies can receive funds through loans, overdraft agreements
and lines of credit.

Equity financing enables an organisation to fund its product activities while maintaining a
clean credit profile. The organisation raises money by selling co-ownership. In modern
economies, equity funding often gives way to a long-term shareholder-oriented strategy.
Buyers of equity, the so-called shareholders, may receive dividend payments in cash or
stock. They may also enjoy another monetary benefit when stock prices rise on financial
markets.

Sub-unit 3.1: Specifics of debt funding

Debt financing is a strategy that involves borrowing money from a lender or investor with the
understanding that the full amount will be repaid in the future, usually with interest. In
contrast, equity financing, in which investors receive partial ownership in the company in
exchange for their funds, does not have to be repaid. In most cases, debt financing does not
include any provision for ownership of the organisation**. Instead, small organisations that
employ debt financing accept a direct obligation to repay the funds within a certain period of
time.

The interest rate charged on the borrowed funds reflects the level of risk that the lender
undertakes by providing the money. For example, a lender might charge a startup company
a higher interest rate than it would an organisation of public interest that had shown financial
sustainability for several years. Since lenders are paid off before owners in the event of
business liquidation, debt financing incurs less risk than equity financing and thus usually
commands a lower returnt?,

Though there are several possible methods of debt financing available to various
organisations and activities such as product development, by far the most common type of
debt financing is a regular loan. Loans can be classified as long-term (with a maturity longer
than one year), short-term (with a maturity shorter than one year), or a credit line (for more
immediate borrowing needs). They can be endorsed by co-signatories, guaranteed by the
government, or secured by collaterals, such as real estate, accounts receivable, inventory,
savings, stocks and bonds, or by the item purchased with the loan®3.

When evaluating an organisation for a loan, lenders ideally like to see a more than one-year
operating history, a stable management group, a desirable niche in the target market sector,
a growth in market share, a strong cash flow, and an ability to obtain short-term financing
from other sources as a supplement to the loan. Most lenders will require an organisation’s
owner to prepare a loan proposal or complete a loan application. The lender will then

1 See https://www.referenceforbusiness.com/knowledge/Convertible.html" \o "View ‘convertible' definition from
Wikipedia

12 See https://www.referenceforbusiness.com/knowledge/Entailment.html

13 See https://www.referenceforbusiness.com/knowledge/Insurance.html
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evaluate the request by considering a variety of factors. For example, the lender will
examine the small business's credit rating and look for evidence of its ability to repay the
loan, in the form of past earnings or product-related income projections. The lender will also
inquire into the amount of equity in the business, as well as whether management has
sufficient experience and competence to run, for instance, the product business effectively.
Finally, the lender will try to ascertain whether the small business can provide a reasonable
amount of collateral to secure the loan.

Many entrepreneurs begin their operations by borrowing money from friends and relatives.
The main advantage of this type of arrangement is that friends and relatives are likely to
provide more flexible terms of repayment than banks or other lenders. In addition, these
investors may be more willing to invest in an unproven business idea, based upon their
personal knowledge and relationship with the entrepreneur, than other lenders. A related
disadvantage, however, is that friends and relatives who loan money may try to become
involved in its management. Experts recommend that small business owners create a formal
agreement with such investors to help avoid future misunderstandings.

Banks are the sources that most people immediately think of for debt financing. There are
many different types of banks, although in general they exist to accept deposits and make
loans. Most banks tend to be fairly risks averse and proceed cautiously when making loans.
As aresult, it may be difficult for an IP development and sales initiation business to obtain
this sort of financing. Commercial banks usually have more experience in making business
loans than do regular savings banks. It may be helpful to review the differences among
banks before choosing one as the target of a loan request. In any case, banks may be
valuable “free consultants” to your IP funding initiative, because they are evaluating the
business opportunity as part of their customer acquisition and customer binding strategies.

Sub-unit 3.2: Specifics of equity funding

Equity financing is a strategy for obtaining capital that involves selling a partial interest in the
business to investors. The equity, or ownership position, that investors receive in exchange
for their funds usually takes the form of stock in the company. In contrast to debt financing,
which includes loans and other forms of credit, equity financing does not involve a direct
obligation to repay the funds. Instead, equity investors become part-owners and partners in
the business, and thus are able to exercise some degree of control over how it is run.

Since creditors are usually paid before owners in the event of business failure, equity
investors accept more risk than debt financiers. As a result, they also expect to earn a higher
return on their investment. But because the only way for equity investors to recover their
investment is to sell the stock at a higher value later, they are generally committed to
furthering the long-term success and profitability of the company. In fact, many equity
investors in startup ventures and very young companies also provide managerial assistance
to the organisation’s owners and managers.

The development of new cultural and tourism IP assets and finally their commercial
exploitation is not just a matter of ‘having a good idea’. A functional product income flow can
only exist when product ideas are further developed into exploitable product and sales lines.
As the further development of product ideas very often doesn’t meet with monetary
management motives, idea carriers are often forced to act as a start-up venture to market
their ideas. Such a product start-up not only requires an entrepreneurial spirit, but financiers
that provide the start up capital that is needed. Equity financing has an important role in
financing this kind of venture business. Venture Capital (VC) companies and Business

www.learnip.eu
PSS 16


http://www.learnip.eu/

Iﬁ%ﬂ n: - Erasmus+

Angels are specialized in the founding and financing of this kind of “new venture” IP
commercialisation activities.

Equity financing for small businesses is available from a wide variety of sources. Some
possible sources of equity financing include the business owner's friends and family, groups
of local business owners to wealthy entrepreneurs known as "angels"!4, employees,
customers and suppliers, former employers, venture capital firms, crowdfunding and crowd
investing organisations, investment banking firms, insurance companies, and large
corporations.

Venture Capital firms often invest in new and young organisations or ventures. Since their
investments have higher risk, however, they expect a large return, which they usually realize
by selling stock back to the organisation or on a public stock exchange at some point in the
future. In general, venture capital firms are most interested in rapidly growing, new
technology companies. They usually set stringent policies and standards about what types
of companies they will consider for investments, based on industries, technical areas,
development stages, and capital requirements. As a result, formal venture capital is not
available to a large percentage of small businesses in the cultural and tourism sector.

Closed-end investment companies are similar to venture capital firms but have smaller, fixed
(or closed) amounts of money to invest. These companies themselves sell shares to
investors, then use this money to invest in other companies. Closed-end investment
companies usually concentrate on high-growth companies with good track records rather
than startup companies. Similarly, investment clubs consist of groups of private investors
that pool their resources to invest in new and existing businesses within their communities.
These entities are less formal in their investment criteria than venture capital firms, but they
also are more limited in the amount of capital they can provide.

There are also many "hybrids" forms of financing available that combine features of debt and
equity financing, so-called Mezzanine Funds.

Large corporations often establish investment arms very similar to venture capital firms.
However, such corporations are usually more interested in gaining access to new markets,
products and technologies through their investments than in strictly realizing financial gains.
Partnering with a large corporation (e.g., as product reseller or distributor) through an equity
financing arrangement can be an attractive option for a tourism or cultural entity. The
association with a larger company can increase an organisation's credibility in the
marketplace, help it to obtain additional capital, and also provide it with a source of expertise
that might not otherwise be available. Equity investments made by large corporations may
take the form of a complete sale, a partial purchase, a joint venture, or a licensing and
distribution agreement.

The most common method of using employees as a source of equity financing is

an Employee Stock Ownership Plan (ESOP). Basically, a type of retirement plan, an ESOP
involves selling stock in the company to employees in order to share control with them rather
than with outside investors. ESOPs offer small businesses a number of tax advantages, as
well as the ability to borrow money through the ESOP rather than from a bank. They can
also serve to improve employee performance and motivation, since employees have a
greater stake in the organisation's success. However, ESOPs can be very expensive to
establish and maintain. They are also not an option for organisations in the very early stages
of development. In order to establish an ESOP, a business venture must have employees
and must be in business for at least three years.

14 See https://lwww.referenceforbusiness.com/knowledge/Angel_investor.html
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Private investors are another possible source of equity financing. A number of

computer databases and venture capital networks have been developed in recent years to
help link entrepreneurs to potential private investors. A number of government sources also
exist to fund small businesses through equity financing and other arrangements.

Another interesting mechanism, which especially may apply well for new product
developments, is equity crowdfunding. It is an innovative financing approach that can
provide organisations and business ventures a simple, low-cost way to raise capital from
public and private investors. These internet-based models provide an alternative source of
financing especially for those that do not have access to financing through traditional means.
Equity crowdfunding provides a means for investors from the "crowd" (or investing public) to
invest in a project or organisation in exchange for shares. Business owners can offer "perks"
or rewards (such as free product samples or discounts) in exchange for the investment.
However, business owners and managers have to stipulate the amount they wish to raise
from investors. Once this funding is utilised, any surplus (minus fees) becomes available to
the organisation for its crowdfunding purpose. Crowdfunding is usually facilitated via an
online equity crowdfunding intermediary and is most commonly used by entities at the earlier
stages of their development. Legislative changes are opening up opportunities for projects to
raise funds from many investors, each contributing small amounts of financing, while
diminishing transaction costs, as these investments are made online and through bank
transfers. Another advantage of these finance techniques is that they enable the borrower to
gather funds in a shorter time span than other financing means.

Peer-to-peer lending (also known as crowd-lending) is a form of debt crowdfunding. It
matches people who want loans with people who are potentially willing to fund those loans.
The matching is completed via an intermediary, a peer-to-peer lending service, typically
provided online. Borrowers list the details of their request (the amount sought and the
intended use) on a peer-to-peer lending website. Lenders browse the website to decide
which loans to invest in.

Although not yet much used in the cultural heritage and tourism industry, these models offer
considerable potential as a source of capital for product development and sales business.
This innovative finance technique creates a network of investors and spreads the financial
risk. At the same time, these approaches are also serving the double purpose of providing
finance and supporting local development: people invest in projects they care about and
help local firms to generate income and to create jobs.

Check the Good Practices part for further reading. Good practice - 3 named “Crowdfunding
and Risks” provides information on available crowdfunding platforms for crowdfunding and
on some risks related to the IP. Finally, an example of good practice from Bulgaria is shown,
which illustrates a successful annual campaign to sponsor a cultural and tourism project
activated by IP.

Sub-unit 3.3: Donations and grants

The objective of this sub-unit is to summarize in an easily understandable and accessible
form the various sources of funding that are available via donations, grants and other similar
funding instruments, most commonly supported by governments or not-for-profit aid
organisations.

A grant is an amount of money to fund certain projects. One may receive a grant for

academic, scientific or development work, or to firther one’s education or to engage in
charity work. Grants are also a key part of many philanthropic foundations' activities.
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A charitable donation is a gift made by an individual or an organization, mostly to a non-profit
organization, charity or private foundation. Charitable donations are commonly in the form of
cash, but they can also take the form of real estate, assets, appreciated securities, clothing
and other assets or services.

Grants are non-repayable funds or products disbursed or given by one party (grant makers),
often a government department, corporation, foundation or trust, to a recipient, often (but not
always) a non-profit entity, educational institution, business or an individual. In order to
receive a grant, some form of "Grant Writing" often referred to as either a proposal or an
application is required.

Most grants are made to fund a specific project and require some level of compliance and
reporting. The grant writing process involves an applicant submitting a proposal (or
submission) to a potential funder, either on the applicant's own initiative or in response to

a Request for Proposal from the funder. Other grants can be given to individuals, such as
victims of natural disasters or individuals who seek to open a small business. Sometimes
grant makers require grant seekers to have some form of tax-exempt status, be a registered
non-profit organization or a local government. Project-related funding involving business,
communities, and individuals is often arranged by application either in writing or online.

The EU provides funding for a broad range of projects and programmes covering areas such
as:

regional & urban development,

employment & social inclusion,

agriculture & rural development,

maritime & fisheries policies,

research & innovation, or

humanitarian aid.

Funding is managed according to strict rules to ensure there is tight control over how funds
are used, and that the money is spent in a transparent, accountable manner. As a group, the
EU Commissioners have the ultimate political responsibility for ensuring that EU funds are
spent properly. But because most of the funding is managed within the beneficiary countries,
responsibility for conducting checks and annual audits lies with national governments.

Over 76% of the EU budget is managed in partnership with national and regional authorities
through a system of "shared management", largely through 5 big funds, the Structural &
Investment Funds. Collectively, these help to implement the Europe 2020 strategy:

European Regional Development Fund (ERDF) — regional and urban development
European Social Fund (ESF) — social inclusion and good governance

Cohesion Fund (CF) — economic convergence by less-developed regions
European Agricultural Fund for Rural Development (EAFRD)

European Maritime and Fisheries Fund (EMFF)

Other funds are managed directly by the EU. These are provided in the form of:

e Grants for specific projects in relation to EU policies, usually following a public
announcement known as a 'call for proposals'. Part of the funding comes from the
EU, part from other sources; or

e Contracts issued by EU institutions to buy in services, goods or works they need for
their operations — like studies, training, conference organisation, IT equipment.
Contracts are awarded through calls for tender.
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The period of funds and programmes covers the years 2021 to 2027, called ,Horizon
Europe®, an ambitious €100 billion research and innovation programme that will succeed
,Horizon 2020“ (active in the years 2014 to 2020.

»Horizon Europe “incorporates policy missions to ensure the effectiveness of research and
innovation funding by pursuing clearly defined targets. The Commission has engaged policy
experts to develop studies, case studies and reports on how a mission-oriented policy
approach will work.

The various funds and programmes reflect the diversity of the cultural and tourism sector's
needs; and the range of EU thematic programmes that can consequently support it. The
tourism and craftsmanship sector gets support from various programmes, but gathering and
digesting information about many programmes remains a challenge for hard-pressed private
and public entities.

The European Investment Bank (EIB / www.eib.org) is also actively supporting the cultural
heritage sector. The EIB has experience in financing investments in cultural heritage through
investment loans, framework loans and funds. EIB also funds ancillary services to culture
and cultural heritage activites, such as infrastructurural access and mobility to sites.
Moreover, EIB supports SMEs active in the area of heritage.*®

Small businesses can obtain EU funding through grants, loans and guarantees. Grants
provide direct support, while other funding is available through programmes managed
nationally. Non-governmental & civil society organisations may be eligible for funding,
provided they are active in EU policy areas and on a non-profit basis.

Few programmes that are worth being mentioned and maybe further explored as potential
funding sources, are the ones from the European Education and Culture Executive Agency
including: Creative Europe, as it is the European Commission's programme for providing
support to the culture and audio-visual sectors. Also, the Unesco specific International Fund
for Cultural Diversity (IFCD) is important for some stakeholders from developing countries.
Furthermore, government support can be mentioned specifically through the respective
Ministries of Culture as they are the main supporter for cultural heritage sector in each
region. Government institutions in many cases are the only financier in the Cultural Sector.

For finding other financing sources for IP development, management and valorisation
stakeholders should not attempt a scatter approach, sending requests to a wide group of
organisations. It can damage the organisation's credibility. Instead, one should try to identify
the few funders that have interests that are in line with the organisational and project
objectives. If you do not qualify, do not apply. Many funding agencies now have web sites,
opening opportunities to look them up and see what they state.

Funder research and funding research is a two-step process. The first step aims to develop
an initial ‘prospect’ list of some ten to fifteen funders who have general interests in the
subject area of the organisation’s activities or project intentions. The second step involves
further research and refines this list to the three to five funders one may approach.

Sources for funding can be found within the organisation’s country as well as abroad. As
stated earlier, a choice for many small local contributors means that you are growing local
roots and a local constituency; in return for contributions these people would wish for a voice
in policy making. Funding from local organisations has a number of advantages. The

D see https://www.eib.org/en/projects/index.htm
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procedures are often easier to follow. And international donors want to know that local
sources have been tried first. When applying for funds from abroad, the national registration
of your organisation and formal approval of your project by your government is often
necessary.

The main institutions to apply to for the kind of funds are:

e Local organisations — think of Rotary or Lions clubs, churches, temples, mosques,
hospitals, local business associations, the 'rich' in your community etc.;

e Governmental agencies or regional institutions;
Voluntary funding organisations
These include missions, aid agencies and other groups, both religious and secular.
Most of them are based in in Europe, North America and Australia. Such groups are
often interested in supporting smaller-scale development and cultural or historical
projects. A list of names can be obtained from national and voluntary organisations
and from embassies.

e Searching the web:
Fund raisers should go to the websites of the big international organisations that
cover the groups they are trying to find. If you type into the ‘search’ slot smart topic
names, the sites tell you there are several projects like the one in your targeted IP
management area. If you then look for contact information you will find the address of
the regional office and an email address. You will find more tips on fundraising
through donations under this link: https://youtu.be/IPac2YPpVAc;

e International Aid organisations:
These include the United Nations Agencies such as WHO, UNICEF, UNDP, FAO,
the European Commission (EC), the World Bank (WB), and Asian Development
Bank (ADB). However, they do not often support small-scale projects directly. Funds
from these sources are more likely to be available via national umbrella
organisations. It is worth finding out what their contributions to the government and to
bigger NGOs in your country are. This information will be available from your
government (ministry) or from local UN and EC delegations etc.; or

e Foreign Embassies:
They often have funds available for small-scale projects. For example, Dutch
Embassies have special funding sources for so called KAP projects. From these
sources they can give direct support to projects with sums up to $20,000. Special
procedures/criteria need to be followed.

References for Unit 3:

e The Role of Public Policies in Developing Entrepreneurial and Innovation Potential of
the Cultural and Creative Sectors - Report of The OMC (Open Method of
Coordination) Working Group Of Member States’ Experts

e Richard A. Brealey and C. Myers (1991): Principles of Corporate Finance; 4th ed.
McGraw-Hill

e Eugene F. Brigham (1989): Fundamentals of Financial Management; 5th ed. Dryden
Press

¢ Rahul Kochhar and Michael A. Hitt (1998): Linking Corporate Strategy to Capital
Structure; in Strategic Management Journal

e Jennifer Lindsey (1986): The Entrepreneur's Guide to Capital; Probus,

e Chandra S Mishra, and Daniel L. McConaughy (1999): Founding Family Control and
Capital Structure; in: Entrepreneurship: Theory and Practice

e Sources of Finance: Internal and External | Industries, to read in:
https://www.businessmanagementideas.com
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e General information about EIB supported projects:
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Unit 4 - Financial Sustainability mechanisms

Return-on-investment, business modelling, IP valorisation, Horizon Europe, EIC, EIT,
EUIPO, public funding, grant applications

In this unit it will be highlighted that business opportunities can be afforded by IP, even
beyond the ability to protect them and to enable a business performance. Therefore, IP can
in and by itself constitute a financially sustainable business. In order to achieve financial
sustainability, cultural and tourism actors would need sufficient funding to enable IP-based
business models leading to revenue streams, thus to sustainable flows of income. From this
point of view different funding mechanisms may be considered as sustainability
mechanisms. Examples will be not only described in this chapter but even further explored
as good practices.

As it was explained in the previous chapters, by legally granting creators of cultural and
tourism assets a limited amount of “control” over their creations and assets, IP may enhance
the value of those. This control strengthens the ability of creators and innovators to manage
their creative and innovative outputs and to secure a return from those that are commercially
successful:

Protect those assets and Create sustainable
create your |P revenue streams
O O
Ch—
o o

]

I

Q Q
Identify cultural Develop business models
and tourism assets to valorise your IP

Figure 2: From IP creation to financial sustainability (Source: INI-Novation GmbH)

Once you are able not only to create or define your cultural and tourism assets and to find
proper funds to initiate their protection, but you will also be in the position that your IP
constitutes a business opportunity. Consequently, tourism and cultural actors need to
thoroughly establish a business model for IP valorisation to enter into growth opportunities
opened by the business dimension of IP. Thus, IPR owners may be able to leverage their
intellectual property rights through intellectual property-savvy business models and business
strategies to earn a sustainable income from their IP.

In this context, it also must be addressed that different methods for calculating an IP value
exist respectively and can be applied, such as the so-called cost method, the market method
or the income method. The value of an IP should be a quantifiable and measurable amount
representing the potential future economic benefits to the IP owner or the authorized user.
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Since the detailed illustration of the different IP valuation methods would go beyond the
original intentions of this IP Learn module, please refer to the following WIPO publication for
more detailed elaboration: WIPO, IP Panaroma: Module 11 (IP valuation).®

Considering the topic of IPR strategy and its business development please note that we also
elaborate this topic in a separate module — Module 5: “IPR Strategy and Business
Development” where you can get additional information.

The business model establishes the organizational, procedural and operational means by
which a cultural and tourism actor creates value in target markets. It describes, how much
one adds value to someone else’s undertaking and how much one can request in return for
this service or product offering’. As value creation can be based on IP as well as the
revenue model for receiving compensation for value, IP can play an important role:

Customer

Business
Models

Ss

ate IP busjp,,
@

} 1l ® Income and

T e ay 4 revenues

\ £ enabled by
IP

T o

Financial
sustainablility

W’—Lk,o ?liver and crea“’e“\ /&

turn.on-nvest™

Figure 3: IP-enabled financial sustainability mechanisms (Source: INI-Novation GmbH)

Value can be derived through:

e direct exploitation of the IP by integrating it within the product; or

e sale or licensing of the IP to a third party.
In IP valorisation business models IP can go even beyond these aspects of pure value
creation: IP can be used to block other market participants from entering the market and
they can also serve to enhance the firm’s reputation. Combining this marketing and
signalling function with the function of revenue generation (often, this is achieved through
the licensing and sales of IP), IP can be an important basis for achieving financial
sustainability. In order to achieve financial sustainability, cultural and tourism actors would
need sufficient funding to enable IP-based business models leading to revenue streams,
thus to sustainable flows of income. From this point of view different funding mechanisms
are considered in the following sub-units.

Check the Good Practices part for further reading. Good practice -2 named “Strandzha Manna
Honey from Bulgaria, a showcase for business modelling for a tourism asset illustrates the

16 See https://lwww.wipo.int/export/sites/www/sme/en/documents/pdf/ip_panorama_ 11 learning points.pdf

17 Chesbrough and Crowther, Beyond High Tech, 2006; read more in: https://www.oxfirst.com
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whole circle of benefits, business modelling and the IP-enabled financial sustainability
mechanisms.

Considering the topic of value chains for valorisation of cultural and tourism assets and IP
please note that we also elaborate this topic in a separate module - Module 6: “Value-Chains
Structure” where you can get additional information.

Sub-unit 4.1: The Horizon Europe Program and IP funding opportunities in R&D
projects

Horizon Europe is the EU’s research and innovation framework programme running from
2021-2027. The EU institutions reached a political agreement on Horizon Europe on 11th of
December 2020 and set the budget for Horizon Europe at €95.5 billion in current prices. On
this basis, the European Parliament and the Council of the EU proceeded towards the
adoption of the legal acts. The first Horizon Europe Strategic Plan (2021-2024) which sets
out key strategic orientations for the support of research and innovation, was adopted on 15
March 2021. The work programme for the European Research Council (ERC) was adopted
on 22 February 2021. The EIC was adopted on 17th of March and it was formally launched
on 18th of March 2021'8. Horizon Europe will be implemented also through the European
Defence Fund and complemented by the Euratom Research and Training Programme and
has the following structure:

HORIZON EUROPE EURATOM
SPECIFIC SPECIFIC PROGRAMME IMPLEMENTING HORIZON EUROPE & EIT
PROGRAMME: Exclusive focus on civil applications
O an Pillar Il Pillar 1
T Fusion
EE: EHCE GLOBAL CHALLENGES & INNOVATIVE EUROPE
§ é EUROPEAN INDUSTRIAL
Exclusive focus on COMPETITIVENESS
mof:;an?n European Research Council + Health European Innovation
[ Cul\urle. Crealtlvlqr & Council
Marie Sklodowska-Curie £ Inclusive Soclety
2 : g:v}LSIe:’l:'Lt:tfo;Sgc[ect: Eurepean innovation o
Research Research Infrastructures © . CIigmat'e. Energr:' & M%ability ecosystems Fission
actions + Food, Bioeconomy, Natural
Resources, Agriculture & European Institute of
Environment Innovation & Technology”
Joint Research Centre
Joint
Development ; ) Research

@ European Union 2021

actions WIDENING PARTICIPATION AND STRENG THENING THE EUROPEAN RESEARCH AREA Center
‘ Widening participation & spreading Ml i : Reforming & Enhancing the European R&l system ‘ ‘

* The European Institute of Innovation & Technology (EIT) is not part of the Specific Programme
Figure 4: Structure of the Horizon Europe Framework Programme (Source: EU 2021%°)

The Excellent Science pillar aims to increase the EU’s global scientific competitiveness. It
supports frontier research projects defined and driven by top researchers themselves
through the European Research Council, funds fellowships for experienced researchers,
doctoral training networks and exchanges for researchers through Marie Sktodowska-Curie
Actions and invests in world-class research infrastructures.

18 See https://ec.europa.eu/info/funding-tenders/opportunities/docs/2021-2027/horizon/wp-call/2021/wp_horizon-
eic-2021 en.pdf
19 European Union 2021; ISBN 978-92-76-29646-1; it can be read under https://ec.europa.eu/info/horizon-

europe_en
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The Global Challenges and European Industrial Competiveness pillar support research
relating to societal challenges and reinforces technological and industrial capacities through
clusters. It sets EU-missions with ambitious goals tackling some of our biggest problems. It
also includes activities pursued by the Joint Research Centre which supports EU and
national policymakers with independent scientific evidence and technical support.

The Innovative Europe pillar aims to make Europe a frontrunner in market-creating
innovation via the European Innovation Council. It also helps to develop the overall
European innovation landscape through the European Institute of Innovation and
Technology (EIT) which fosters the integration of the knowledge triangle of education,
research and innovation.

Widening Participation and Strengthening the European Research Area (ERA) increase
support to EU Member States in their efforts to make the most of their national research and
innovation potential. The European Defence Fund (EDF) and the EURATOM programme

are not covered further in this document.

Work programmes announce the specific research and innovation areas that will be
funded. The forthcoming calls for proposals will be accessible through the one-stop-shop
Funding and Tenders Portal. When ready each call gives more precise information on the
research and innovation issues that applicants for funding should address in their proposals.

In Horizon Europe, generally the so-called model grant agreement governs in Article 16
how IP generation can be funded throughout the activities (projects) and how the results of
the project belong to the participant generating them. “The beneficiaries must give to each
other and to the other participants access to the background identified as needed for
implementing the action, subject to any specific rules, which can be set in an annex.
‘Background’ means any data, know-how or information — whatever its form or nature
(tangible or intangible), including any rights such as intellectual property rights — that is:

¢ held by the beneficiaries before they acceded to the Agreement; and
e needed to implement the action or exploit the results.

If background is subject to rights of a third party, the beneficiary concerned must ensure that
it is able to comply with its obligations under the Agreement. The granting authority does not
obtain ownership of the results produced under the action.

Each beneficiary must examine the possibility of protecting its results and must adequately
protect them — for an appropriate period and with appropriate territorial coverage — if:

e the results can reasonably be expected to be commercially or industrially exploited and
e protecting them is possible, reasonable and justified (given the circumstances).

When deciding on protection, the beneficiary must consider its own interests and the
interests (especially commercial) of the other beneficiaries. Particular attention should be
paid in the proposal preparation to IP protection and ownership and to the possibility of
commercial exploitation (‘freedom to operate’). In this connect, it has to be laid out

e how the consortium will position over time and future development strategy;
what are the IPR items and the knowledge protection measures;

e how the consortium partners have ensured they have freedom to operate (in commercial
exploitation terms); and what are the most relevant regulatory requirements that will have
to be fulfilled.
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Proposals should also specify the intended outcome of the project and describe the IP-
relevant key performance indicators/success criteria, eg. such as no. of patents to be filed or
number of trademarks to be registered.

Sub-unit 4.2: EIT and EIC grant and IP funding

The EIC and EIT are part of a wider ecosystem that the EU is putting in place under Horizon
Europe, the new EU research and innovation programme, to give Europe's many
entrepreneurs every opportunity to become world-leading companies. Other complementary
initiatives include the industry strategy, SME strategy, Digital Europe strategy, and the
European Research Area. Currently in its pilot phase, the European Innovation Council
(EIC) supports research teams and start-ups/SMEs developing high-risk, high-impact
breakthrough innovation, with a particular focus on game-changing solutions that contribute
to the objectives of the European Green Deal and the Recovery Plan for Europe. The EIC
provides direct financial support, investment opportunities and coaching to breakthrough and
disruptive innovation projects from deep tech founders to start-ups, from entrepreneurial
researchers to investors, and from corporate partners to global markets. Applicants for
funding should also address IP protection and IP management as well as IP valorisation
activities in their proposals to ensure available funds for those activities, once proposals get
accepted.

The EIC features the EIC Fund, set to be the largest early-stage equity fund in Europe,
designed to crowd in investments from venture capital and other impact investors. As a key
novelty, the fully-fledged EIC will be launched together with Horizon Europe in the first
months of 2021.

The European Institute of Innovation and Technology (EIT) is Europe’s largest innovation
network with more than 2,000 partners from leading business, research and education
organisations working together in more than 60 innovation hubs across Europe. The EIT
strengthens Europe’s ability to innovate by powering solutions to pressing global challenges
and by nurturing entrepreneurial talent to create sustainable growth and skilled jobs in
Europe. The Institute supports the development of dynamic pan-European partnerships -
EIT Knowledge and Innovation Communities (KICS) - among top companies, research labs
and universities. The EIT Community offers a wide range of innovation and entrepreneurship
activities across Europe: entrepreneurial education courses, innovation driven research
projects, and business creation and acceleration services.

With the needs, concerns and ideas of economy and society at its core, the mission of EIT
KICs is to empower its partners and stakeholders to fundamentally transform economies and
meet the global demands of present and future generations. In 2021, for instance, the call
for proposals built upon the experiences and lessons learnt and drive the community one
step further in the achievement of its long-term goals. Activities of EIT KICs are aimed
towards the strategic objectives of the KIC and the programmes are the instruments to
achieve the objectives for the EIT community (e.g., urban mobility to address tourism
challenges).

Exploiting these opportunities will require combining aspects of innovation, education and
business creation, in an integrated fashion. Activities along these lines may include business
models to be developed based upon and enabled by IP. Proposals for these activities are
solicited through a call process also open to SMEs and Start-ups, that can bring added-
value. The activities selected in one year will start in the following year. Proposals should
clearly define targets for added value, business impact and/or societal impact, which makes
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this a proper funding instrument for submitting IP valorisation ideas, which should be
executed by an entrepreneurial team.

Sub-unit 4.3: EU funds specifically powered for IP protection

The European Commission has recently launched the Horizon Intellectual Property (IP)
Scan service. This tailored, first line and free-of-charge IP support service is specifically
designed to help European start-ups and other SMEs to efficiently manage and valorise IP in
collaborative research and innovation efforts with a particular focus on EU-funded Horizon
2020/Europe projects. Building on a vast network of experienced, local IP experts covering
all EU Member States and Horizon Europe associated countries, the Horizon IP Scan team
provides an individual, professional, jargon-free assessment of SME’s intangible assets in
order to:

e Show them how to protect their existing IP when starting on a research and
innovation endeavour with multiple partners;

e Assist them in developing a shared strategy with their partners to manage and exploit
new IP jointly generated in their project.

The service is open to European start-ups and SMEs (according to the EC’s definition) that
are about to sign a Horizon (2020/Europe) Grant Agreement or have recently signed one (up
to six months after signature). In addition, Horizon IP Scan caters to SMEs signposted by
the Horizon Results Booster (maximum until half of the project duration). Also, SMEs that
are referred to Horizon IP Scan by the Enterprise Europe Network in view of a planned
cooperation with other entities on a R&l project are also eligible for the service up to six
months after the beginning of a project, but preferably before any agreement is signed.

Following a continuous open call scheme, SMEs interested in the Horizon IP Scan can apply
for the service any time via the Horizon IP Scan website: "https://intellectual-property-
helpdesk.ec.europa.eu/horizon-ip-scan_en.

Based on a first come, first serve approach, the service may either be provided to a single
SME or, preferably, a group of SMEs involved in a collaborative research project. Managed
by a central coordination team, the successful SME(s) applicant(s) will be matched
individually with the corresponding local IP expert(s). Usually, the language applied will be
that of the applicant(s) or English.

The Ideas powered for business SME Fund (EUIPO), which opened for applications on
11th of January 2021, is a 20 million EUR grant scheme to help EU SMEs protect their
intellectual property (IP). Co-funded by the European Union Intellectual Property Office
(EUIPO) and the European Commission, the SME Fund will grant IP Vouchers to EU SMEs
in five separate grant windows throughout 2021 on a ‘first come, first served’ basis.

It is open to all enterprises in the EU that fit the official definition of a SME, the SME Fund
offers a maximum reimbursement of 1500 EUR per beneficiary. SMEs can apply for:

e 75% discount in IP pre-diagnostic fees (IP Scan), services facilitated by participating

National IP Offices; and/or
e 50% discount in trademark and design application fees (national, regional and EU).
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More information can be found on the Ideas Powered for Business hub®.
In addition to managing the Ideas Powered for business SME Fund, the EUIPO offers a
variety of IP support services to European stakeholders, namely

e Training (Train-the Trainer seminars as well as IPseminars and webinars)
e Events (stakeholder events, forums, etc.)
e Support to tools and guidance
o Support to SME Visualisation Map
o SME Chatbot content
o Discover Guides for SMEs
e Sharing content (dissemination, good practice illustration, collaboration on social
media).

References for Unit 4:

e Chesbrough and Crowther (2006), Beyond High Tech; it can be read under:
https://www.oxfirst.com

e European Union (2021); ISBN 978-92-76-29646-1; it can be read under
https://ec.europa.eu/info/horizon-europe en

e EU Publications (2017): Mapping the creative Value Chains; Retrieved from
https://publications.europa.eu/en/publication- on 31" August 2021

e European Inovative Council (2021): Work Programme 2021: Retrieved from

https://ec.europa.eu/info/funding-tenders/opportunities/docs/2021-2027/horizon/wp-

call/2021/wp _horizon-eic-2021 _en.pdf, on 31" August 2021

e EU IPO official website data, Retrieved from:
https://euipo.europa.eu/ohimportal/en/online-services/ideas-powered-for-business,
on 31th August 2021

¢ WIPO, Module 11. IP Valuation, on 04.03.2022

https://www.wipo.int/export/sites/www/sme/en/documents/pdf/ip panorama 11 learn

ing_points.pdf

20 See https://euipo.europa.eu/ohimportal/en/online-services/ideas-powered-for-business
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Exercises

Exercise 1: Checklist for preparing and testing your IP marketing materials

Intellectual property (IP) is a valuable business asset that you can use to generate revenue
(e.g., through licensing), or as value to negotiate partnerships. The first step in getting the
most from it is identifying the types of IP you own, then building an IP strategy to support
your business strategy. Since business cases should be supported by proper IP
dissemination, please prepare a Marketing Materials Checkilist.

Considering the topic of IPR strategy and its business development please note that we also

elaborate this topic in a separate module - Module 5: “IPR Strategy and Business
Development” where you can get additional information.

Answer: Checklist for preparing and testing your IP marketing materials:

* Prepare a short headline (that covers what and why)

* Focus on the IP enabled solution to a customer problem (less is more).

* Focus on improvements, not cost reduction only.

* lllustrate (non-confidential) IP benefits.

* Describe the IP asset without revealing confidential information.

* List patents and associated IP like trade secrets, prototypes, materials, etc.
« Communicate openness for R&D or commercialization cooperation.

» Research and specify market size and growth.

* Include call(s) to action.

* Identify key people and note your contact details.
Exercise 2: Preparation for applying to obtain IP

Please prepare an application to obtain a patent, or to register a trademark, industrial design
or copyright work, by answering the following questions:

What IP assets do | have?
open text answers

What is their value to me and my business goals?
open text answers

What is my budget?
Open text answers
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Exercise 3: Applying for Ideas powered for business SME Fund (EUIPO)

Please prepare an application for the Ideas powered for business SME Fund (EUIPO) to
receive a 50% discount in trademark and design application fees (national, regional and
EUV).

a) What are the different steps that have to be taken?
Open text answer with a list of steps

b) Please prepare a list of required information that has to be submitted:
Answer: Checklist for required information
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Good Practice 1 - Protected Geographical Indication (PGI)

"Bulgarian Rose Oil"

Bulgarian Rose Oil, protection, geographical indication, PGlI, trademark, appellation of origin,
regional development, impact, national heritage, financial sustainability

Image 1. Bulgarian girls collecting Rosa
Damascena in the Valley of Roses,
Source: www.marseille-
soapflakes.com/c-5247447/history-and-
production/

Protected Geographical Indication (PGI) "Bulgarian Rose
Oil"' have direct and indirect impacts on the regional
development and also, it keeps sustainable the national
and international markets of Bulgaria. Why and how, you
will understand by reading the good practice below.

Protected Geographical Indication (PGI) "Bulgarian Rose
QOil" is entered in the European Register of Protected
Designations of Origin and Protected Geographical
Indications in 2014. The Bulgarian company ,Bulgarian
Rose” in Karlovo, has been the owner since 1994 of the
protected designation of origin "Bulgarian Rose Oil”,
registered in the Patent Office of the Republic of Bulgaria.

Bulgarian Rose oil has been well known for centuries for
its superior quality, which is unsurpassed in the world. Its
secret lies in the geographical conditions of the area of
cultivation of the oil-bearing rose Rosa Damascena, also
called the Bulgarian rose Otto, as well as in the production
technology of the rose oil. The luxurious Rosa Damascena
has come a long way over the centuries - from the Middle
East through Persia and India to find its true home in the

Valley of Roses in Central Bulgaria. The first written evidence of the cultivation of roses in
Bulgaria and the production of rose oil is from 1710 in Kazanlak.

The Geographical Place - The Valley of Roses

The Valley of Roses is a unigue region, where
nature and the climatic conditions are best
suited for growing roses: mild winters, high
humidity in May and June (the rose picking
season) and light sandy cinnamon forest soils
that do not retain water. These unique
conditions in the Valley of Roses stimulate the
natural synthesis of the highest quality rose oil
in the world.

Image 2. The Valley of Roses, Source: ExclusiveBulgaria.com

Prices

The price of Bulgarian Rose oil is high - one kilogram of it is traded on average between 4.000
and 5.000 euros on international markets. It is a lucrative livelihood for the local population,
and the rose picking season is a sought-after tourist attraction in the Valley of Roses.
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Organic Bulgarian Rose 0Oil (Rose
Otto) 10 ml
182.49 €

Image 3. Bulgarian Rose Oil,
Source: ALTEYA, Source:
https://alteyaorganics.eu/
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As a result of the production of high-quality Bulgarian Rose oil by
the local producers in the region, the Institute of Roses and
Essential Oil Crops (IREMC) received an award - a Golden Badge
and a Certificate of European Quality, from the European Council
of Experts. The award was given for outstanding achievements in
the development of essential oil production.

But in order to maintain the high quality that stands for the
“Bulgarian Rose Oil” brand, collective actions and joint efforts are
needed. The production of roses depends on the weather
conditions every year, and this is a challenge for Bulgarian
producers. In response to this and other challenges, the Bulgarian
Parliament adopted a special regulation, the “Oil Rose Act 2020”.
A public national electronic register of rose growers, rose
processors and producers in the country was established. The

State Fund "Agriculture" supports rose growers under the de minimis state aid scheme. The
aim is to develop the cultivation of roses and the production of rose oil as a national priority.

Markets and products with Bulgarian Rose oil

The PGI "Bulgarian Rose Oil" has implications for trade, both for international trade with non-
EU countries, and trade within the EU. PGI "Bulgarian Rose Oil" provides identification and
additional protection of Bulgarian rose oil as such with a special quality, different from that of
competitors. The essential oil in the Bulgarian Rose Otto cannot be replicated anywhere else
Drops of the Bulgarian rose are part of many reputable perfume brands in the world, such as:
Tom Ford, Sisley, Dior, Bulgari, Gucci, and others (Image 4).

i n
é '1?";‘

Image 4. Bulgarian Rose Oil as a part of world-famous perfumes and cosmetics, Source: Departures.com, Source:
http://www.departures.com/lifestyle/fashion/Bulgarian-rose-oil

Very often, the customers of the Bulgarian Rose Oil are implementing the Protected
Geographical Indication (PGI) directly into the brand of their products (Image 5):

Gloss Moderne Clean Luxury Body
Créme with Rose Bulgare

Tammy Fender Bulgarian Rose Water

Creed Fleur de The Rose Bulgare
Fragrance

isoi Bulgarian Rose Natural Lip Color

1 "y

Image 5. “Bulgarian Rose” as part from world famous brands, Source: Departures.com, Source:
http.//www.departures.com/lifestyle/fashion/Bulgarian-rose-oil
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PGI “Bulgarian Rose Oil” supports the regional development goals

The production of protected Bulgarian Rose Oil with PGI has a positive impact on regional
employment and economic development in the Bulgarian region and the whole country. Even
more, PGI protects the brand from unfair competition at an international level. An example is
the case from 2019, when the European Union (EU) wanted Australian companies to stop
using names such as "Bulgarian rose oil" on their product labels. In case the goods
manufactured in the country are indicated by some of the protected European names, the
companies will have to change them. This EU decision to support local communities in order
to continue to maintain its next ways of selling financial income on the national market and the
amount without unfair competition.

The reputation of the Bulgarian Rose Qil is a public good, creating additional positive effects
on other sectors in the region. Interest in tourism and the regional cultural heritage in the
region has significantly increased.

The tourists in the region are increasing every year. Interest in the world's only Museum of
Roses in Kazanlak is growing. Moreover, the annual Festival of Roses in Kazanlak, which is
held in the days of picking, is one of the most joyful and beautiful festivals in the country. Many
guests from Bulgaria and abroad gather in the town and witness a pageant of roses, songs
and beautiful rituals. The ambition of the municipality of Kazanlak is to turn the Rose Festival
into a national one.

Moreover, the tourists know more about the history and the cultural heritage in the region. The
Valley of Roses is dotted with Thracian tombs and shrines of buried Thracian rulers. Thus, it
became known also as the Valley of the Thracian Kings. The region is a home to the largest
and best preserved Thracian tomb in the country, included in the UNESCO list. Nearby is the
ancient city of Seuthopolis.

The Thracian ruler Roygos and his wife, Under the waters of Koprinka Dam lie the | Rose Valley Festival Kazanlak,
The valley of the Thracian kings, Wikipedia| ruins of Seuthopolis, Source: Wikipedia Source: rosefestivalkazanlak,com

Image 6.The Valley of Roses became known also as The Valley of the Thracian Kings

The popularity of the Bulgarian region known as the Valley of Roses and recently also as the
Valley of the Thracian Kings is growing every year. The tourists are coming from all over the
world.

Conclusion: You have received an illustration of how geographical indications offer economic
benefits for both producers and the economic development of the region. This is an incentive
to take collective action at regional, national and European level to successfully support this
type of project and to protect against unfair competition. In addition, GPI Bulgarian rose oil
has a significant impact, increasing the promotion of regional cultural heritage and tourism in
the region at the international level.

This good practice is based upon secondary data and that has been collected from official
EU papers, websites and touristic materials.
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Good Practice 2 - The protected “Strandzha Manna Honey” from
Bulgaria, a showcase for IP protected products and related
business modelling creating news tourism assets

protection, protected designation of origin, PDO, protected geographical indication, PGI,
Strandzha Manna Honey, trademark, appellation of origin, sustainability, financial
mechanisms, regional development, national heritage, European Destinations of ExcelleNce

This good practice illustrates the whole circle of benefits,
& business modelling and the IP-enabled financial sustainability
mechanisms. The Bulgarian “Strandzha Manna Honey” has a
Protected Designation of Origin (PDO) and Protected
Geographical Indication (PGI) under the European quality
schemes of the European Commission.

Strandzha manna honey is largely a product of the natural
environment and is produced only in the region of Strandzha
Mountain. The production process is inextricably linked to the
interactions between the flora and fauna of the forest
ecosystem. It is one of the main sources of income in the
region. Local producers use time-consuming techniques to
ensure that the natural taste and nutrients of honey are
Image 7. Strandzha manna honey, ~ preserved in the final product. The healing properties of
Source: Agro-Journal.com Bulgaria  Strandzha manna honey have been known since ancient
times. It is called by the locals the "black gold" of Strandzha.

Strandzha Mountain Region

Image 2. Strandzha is home to oak forests. Source: EU Commission, iStock/Clement Peiffer

In fact, Strandzha is the least populated mountain in Bulgaria. The locals live in harmony with
nature. In the presence of forest soils with cinnamon and yellow-podzolic solls, it is difficult to
develop large-scale agriculture, but oak forests provide enough food for honey bees, which is
why beekeeping is a natural activity for local communities. The apiaries are located on the
outskirts of the Strandzha forests, many of which include traditional grass and bee logs from
the late 19th century.

Due to its ecological depth and diversity, the Strandzha region is recognized as one of the
priority areas for protection in the EU. There are several nature reserves in the mountain and
it is included in the pan-European ecological network of protected natural habitats "Natura
2000".
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Tourism Development in the Region

Ecotourism and rural tourism

Ecotourism and rural tourism are especially revered in Strandzha. Strandzha Nature Park is
one of the destinations that is increasingly popular not only among Bulgarians but also among
foreign tourists as a Bulgarian destination EDEN (European Destinations of ExcelleNce)
destination. Recently, a special route was proposed, which presents both the manna honey
from Strandzha Mountain and the organic bee products that are produced in the forests of the
region.

Cultural and adventurous tourism

Tourists can find unique places that are entire architectural reserves with various ancient finds
from Thracian fortresses. Tourists can taste unique dishes in the villages of Strandzha and
enjoy the mystical fire dance called "Nestinari". Fire-dancing is an ancient pagan custom
performed by the ancient Thracians, who welcomed the coming summer, praising the name
of the sun god. The local people continue to practice fire dances till nowadays with the same
faith in the power of the sun and fire, in magical rites and spells. Many tourists come especially
for the fire games in June each year, which is a unigue experience.

Image 8. Fire-dance The Magic of Nestinari in Strandzha Mountain, Source: SmilesAway

Tourists and Customer Values

e Ecologically clean, green and diverse area for ecotourism,

e Opportunity to get acquainted with the mystical mountain Strandzha, its ancient
sanctuaries, traditions, nature and local food,

e Opportunity to buy the unique fresh Strandzha manna honey from the place of
production, whose healing properties have been known since ancient times.

e Exciting experience in mystical places, local food and unigue events.

Financial Sustainability of the Region and the Local Economy

Eco and rural tourism bring essential income to the rural communities in the region. At the
same time ecotourism supports the preservation of cultural heritage and the conservation of
Strandzha biodiversity. Also, the economic benefits that ecotourism creates for local
communities help to generate increased goodwill towards conservation activities and
protected natural areas. However, tourist activities are more seasonal.

On the other hand, local communities have their traditional way of generating financial income
from the production of manna honey. Therefore, the protection as Protected Designation of
Origin (PDO) and Protected Geographical Indication (PGI) has many practical advantages
such for ensuring sustainable regional development by stimulating local manna honey
production, which is the natural activity for local communities:
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e The protected designation of origin (PDO) ensures that all stages of production,
processing and preparation take place in Strandzha specific region. Therefore, in order
to be eligible to produce a product labelled "Strandzha Manna Honey", mountain
beekeepers must apply to the Bulgarian Ministry of Agriculture in order to receive a
special certificate. Then, beekeepers will be able to get a better price for their product
on the market and stand out above other honey producers.

o Beekeepers who produce the protected Strandzha manna honey will receive the so-
called "de minimis" aid as financial support. The purpose of the minimum aid is, on the
one hand, to support current manna honey producers and, on the other hand, to attract
more new farmers to produce the unique bee product. The scheme will help preserve
traditions and livelihoods in the region.

e There are already many young people in Strandzha Mountain who produce manna
honey just to earn extra income.

Financial Benefits for Local Forestry - Building a New Business Model for Supporting
the Ecology in the Region

The production of manna honey under the Protected Designation of Origin (PDO) and
Protected Geographical Indication (PGI) also contributes to the conservation of nature and
biodiversity in the region. The example below is a short illustration of achieved sustainability:

The state forestry organisation ,Kosti* is working on a joint project with the Bulgarian Society
for the Protection of Birds, funded by the LIFE + Program of the European Union. The forestry
protects the habitats of a specific wild bird, protected under the Biodiversity Act - the little bald
eagle. Strandzha is one of its natural habitats and the idea of the project is to protect the
forests and the habitats of the bird. In order not to cut down the trees, the forestry decided to
start producing manna honey in order to have another source of income. The forest is rich in
"blagun” - a type of oak that creates the most favourable environment for the extraction of
Strandzha manna honey. The place is as clean as possible in the country. In order to get
things done, the workers in the Forestry, who understand beekeeping and have been
producing honey for years, help a lot - the manna honey production became a source of a
second income for the local forestry organization. This is the business model that the local
forest organization uses as a financial opportunity to receive additional income to carry out its
main activities for sustainable and successful conservation of nature and biodiversity.

Conclusion

The PDO and PGI Strandzha Manna Honey provide stability and opportunity for sustainable
economic and social development of the region by protecting the brand on national and
international levels.

Figure 1 on the next page illustrates the whole circle of benefits and the IP-enabled financial
sustainability mechanisms:
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Ecotourism and rural tourism

Cultural and adventurous tourism Tourists and Customer Values:

- Architectural reserves with various
ancient finds from Thracian
fortresses

- The fire-dance "Nestinari”

performed by the Thracians till

nowadays

- Mystical ancient places ancient times,

- Specific local food - Exciting experience in mystical places, food

Due toits ecological depth and
diversity, the Strandzha region is
recognized as one of the priority
areas for protection in the EU. It
is included in the pan-European
ecological network of protected
natural habitats "Natura 2000".

- Ecologically clean, green and diverse area
for ecotourism, healthy environment,

- Knowledge about the unique fresh
Strandzha manna honey production, whose
healing properties have been known since

and events.
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get things done, the workers
in the Forestry, who
understand beekeeping and
have been producing honey
for years, help a lot.
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their product,

- Beekeepers will receive the so-called
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Financial

Sustainability

Honey provides stability and opportunity for more sustainable development of the region - New touristic activity included into the
both economically and socially. Increasing the income from its production will compensate ecotourism,

for the seasonal nature of local tourism and will bring increased income to local people. - Increased interest for tourism in the
The possibility of more young people staying in the area is increasing. \ region on international level. /

Figure 1. IP-enabled financial sustainability mechanisms, Strandzha Manna honey, Bulgaria

This good practice is based upon secondary data and that has been collected from official
EU papers, websites and touristic materials.

References for Good Practice 2:

European Commission, PDO for Strandzha Manna honey, Retrieved from:
https://ec.europa.eu/info/food-farming-fisheries/food-safety-and-
guality/certification/quality-labels/eu-quality-food-and-drink/strandzhanski-manov-
med-pdo_bg on 21" April 2021

GarilovTourism.Alle.bg, Tourism in Strandzha, Retrieved from: garilovtourism.alle.bg
Ekaterina Terzieva, Manna Honey — the Black Gold of Strandzha, February 2019,
Duma.bg, Retrieved from: https://duma.bg/manoviyat-med-chernoto-zlato-na-
strandzha-n185157 on 22" April 2021

Mihail Angelov, Beekeepers with Strandzha manna honey receive BGN 1,800 in aid,
Agro News, March 2021, Retrieved from: https://agronovinite.com/pchelarite-sas-
strandzhanski-manov-med-poluchavat-po-1800-lv-pomosht/ on 28" April 2021
Denis Dzhambazov, The Healing Manna Honey Attracts Tourists to Strandzha,
September 2020, Fakti.bg, Retrieved from: https://fakti.bg/bulgaria/509463-
lechebniat-manov-med-privlicha-turisti-v-strandja on 3" May 2021
VisitStrabdzha.com, Link: Your holiday makes a difference, Retrieved from:
http://www.visitstrandja.com/ecotourism-Bulgaria-Strandja.php on 3" May 2021
Economy.bg, See what opportunities for tourism Strandzha Nature Park offers
(video), January 2017, Retrieved from:
https://www.economy.bg/lifestyle/view/27095/Vizhte-kakvi-vyzmozhnosti-za-turizym-
predlaga-Priroden-park-Strandzha-%28video%29 on 3" May 2021

www.learnip.eu
PSS 39



http://www.learnip.eu/
https://ec.europa.eu/info/food-farming-fisheries/food-safety-and-quality/certification/quality-labels/eu-quality-food-and-drink/strandzhanski-manov-med-pdo_bg
https://ec.europa.eu/info/food-farming-fisheries/food-safety-and-quality/certification/quality-labels/eu-quality-food-and-drink/strandzhanski-manov-med-pdo_bg
https://ec.europa.eu/info/food-farming-fisheries/food-safety-and-quality/certification/quality-labels/eu-quality-food-and-drink/strandzhanski-manov-med-pdo_bg
https://garilovtourism.alle.bg/%D1%82%D1%83%D1%80%D0%B8%D1%81%D1%82%D0%B8%D1%87%D0%B5%D1%81%D0%BA%D0%B8-%D0%BF%D1%8A%D1%82%D0%B5%D0%B2%D0%BE%D0%B4%D0%B8%D1%82%D0%B5%D0%BB-%D0%BD%D0%B0-%D0%BF%D1%80%D0%B8%D1%80%D0%BE%D0%B4%D0%BD%D0%B8%D1%82%D0%B5-%D0%B7%D0%B0%D0%B1%D0%B5%D0%BB%D0%B5%D0%B6%D0%B8%D1%82%D0%B5%D0%BB%D0%BD%D0%BE%D1%81%D1%82%D0%B8-%D0%B8/%D0%B2%D0%B8%D0%B4%D0%BE%D0%B2%D0%B5-%D1%82%D1%83%D1%80%D0%B8%D0%B7%D1%8A%D0%BC/%D1%82%D1%83%D1%80%D0%B8%D0%B7%D1%8A%D0%BC-%D0%B2-%D1%81%D1%82%D1%80%D0%B0%D0%BD%D0%B4%D0%B6%D0%B0/
https://duma.bg/manoviyat-med-chernoto-zlato-na-strandzha-n185157
https://duma.bg/manoviyat-med-chernoto-zlato-na-strandzha-n185157
https://agronovinite.com/pchelarite-sas-strandzhanski-manov-med-poluchavat-po-1800-lv-pomosht/
https://agronovinite.com/pchelarite-sas-strandzhanski-manov-med-poluchavat-po-1800-lv-pomosht/
https://fakti.bg/bulgaria/509463-lechebniat-manov-med-privlicha-turisti-v-strandja
https://fakti.bg/bulgaria/509463-lechebniat-manov-med-privlicha-turisti-v-strandja
http://www.visitstrandja.com/ecotourism-Bulgaria-Strandja.php
https://www.economy.bg/lifestyle/view/27095/Vizhte-kakvi-vyzmozhnosti-za-turizym-predlaga-Priroden-park-Strandzha-%28video%29
https://www.economy.bg/lifestyle/view/27095/Vizhte-kakvi-vyzmozhnosti-za-turizym-predlaga-Priroden-park-Strandzha-%28video%29

LEARN P - Erasmus+

Good Practice 3 - Crowdfunding and risks

financing, crowdfunding, risks for IP, J A Kemp, European and UK Patent and Trade Mark
Attorneys, Crowdfunding for Culture, platform, intangible heritage, Seme Bulgarsko Festival

“Crowdfunding for Culture”

- [al
CrOWdfuggi?ugre Crowdfunding Platforms News & Events Resources Examples About

Crowdfunding Model  Sector Focus Language

Platforms Map™=™="™ = S

In 2015 The European Parliament approved a budget line (15 04 77 08) for a pilot project on
'Kick-starting the cultural economy (crowdfunding)’, whose aim is "the identification and
analysis of best practices in Europe's crowd funding market in relation to cultural
organisations”. Under this mission, Crowdfunding4Culture was launched in February 2016
under a consortium led by IDEA Consult, and its partners European Crowdfunding Network
and Ecorys.

The mission of Crowdfunding4Culture is to facilitate the connection between creative
professionals and organisation with crowdfunding, by identifying, analyzing and publicizing the
best practices in Europe’s crowdfunding markets referring to the cultural and creative sectors
(CCS) and to provide an overview of the different crowdfunding models currently operating in
Europe, which can be used to finance cultural projects.

In addition to the report, the Crowdfunding4Culture study includes 12 case studies, the First
European Conference on Crowdfunding for Culture in Europe, as well as a Platform Map of
all crowdfunding platforms active in culture in Europe. (Source: Crowdfunding4Culture.eu)
The Platform Map of all crowdfunding platforms is a database searchable with various
parameters like “crowdfunding model”, sector focus”, “language”.

Link to the platform: https://crowdfunding4culture.eu/map-as-table. Retrieved on 11.11.2021
Link to case studies for successful practices related to crowdfunding in culture:
https://crowdfunding4culture.eu/case-studies, Retrieved on 11.11.2021

Source of the text: Crowdfunding4Culture, Link: https://crowdfunding4culture.eu/about
Retrieved on 11.11.2021

Crowdfunding and risks related to Intellectual Property

Crowdfunding is a great way of raising funds for business ventures and business initiatives.
However, there are risks that need to be considered by the companies and organizations
aiming to use this method. Crowdfunding involves wide and rapid disclosure of information.
This can be beneficial to your business initiative or venture but may also pose some risks to
your Intellectual Property. Based on their experience, the European and UK Patent and
Trade Mark Attorneys provide well synthesised explanations in an article “Protecting Your IP
when Crowdfunding” published in June 2021:

o Risks for the Trade mark. Trade marks protect brands as a sign of origin.
Disclosure does not prevent you subsequently registering a trade mark. However, it
increases the chances of someone copying your brand name or logo. If they register
it before you, they are likely to secure the prior rights in the trade mark.
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e Risks for the Designs. Designs protect the appearance of a product. In many
countries, prior disclosure is fatal to registering a design. A few countries (including
the UK and the EU) have a 12 month ‘grace period.

o Risks for the Copyright (and Unregistered Design Right). These rights arise
automatically upon creation in a variety of ‘creative’ works and subsequent disclosure
is not fatal. However, they only provide protection against copying (and do not
protect technical innovations).

o Risks for the Confidential Information (Know How and Secrets) - Once
disclosed, this type of information is obviously no longer confidential.

Source of the text: J A Kemp- European and UK Patent and Trade Mark Attorneys,
“Protecting Your IP when Crowdfunding”, June 2021, Link:https://jakemp.com/en/knowledge-
centre/briefings/protecting-your-ip-when-crowdfunding . Retrieved on 11.11.2021

Below we present good practice for financing a trademark for intangible cultural heritage and
the subsequent financing of activities related to the brand without the use of crowdfunding,
taking into account the risks described above:

National Festival “Seme Bulgarsko”

1A ¥ 1| The Bulgarian National Festival "Bulgarian Seed" is a private
l,,l,ml,’,,l,? "_,SAEE!A' initiative of the Advertising Agency "Elmazovi" EOOD and is

eoromearam socme e mmern. poanbirapet | grganized annually hosted by the Municipality of Sevlievo. The

- ‘f"f” , goal of the organizers is to bring together the intangible

A heritage of Bulgaria as spirit, way of life and traditions that have
preserved the identity of the Bulgarian people to this day.

Even before its realization, the organizers registered its
trademark in The Patent Office of the Republic of Bulgaria
using their own private funds.

Consequently, the festival is annually funded by sponsoring organizations at regional and
national level. The benefits are multifaceted: for the participants from the cultural
organizations, for the dancers, the singers, the artists and actors, for the craftsmen, for the
visitors who get involved in all activities and buy hand made and natiral products of the
craftsmen, for the region, and for the whole country.

Source of the pictures: The YouTube video of the 6™ National Festival “Seme Bulgarsko”. Link:
https://youtu.be/Peb7gxvEM-4, Advertising Agency "Elmazovi" EOOD.
Retrieved on 11.11.2021
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About LEARN-IP

This training module is part of a digitally supported training programme for intellectual property rights
valorisation in cultural heritage and cultural tourism sectors, developed within the European project LEARN-
IP - Intellectual Property Rights and Geographical Indication Training for Cultural Heritage and Cultural
Tourism funded by the Erasmus+ funding scheme 2020-2022.

The training programme includes the following seven modules:

Module 1: Introduction to the learning curve of Intellectual Property in cultural heritage and cultural tourism
This module gives a general introduction to the project and the relevance of intellectual property rights for
cultural heritage and cultural tourism.

Module 2: How to identify assets in the cultural heritage and tourism sector

This module is addressed to heritage managers and cultural tourism professionals and first introduces the terms
“cultural heritage” and “cultural tourism” as they are used in the context of LEARN-IP. It explains the term
“asset” which plays an important role in the context of intellectual property rights. It then goes on to discuss the
potential of heritage assets for cultural tourism, and learners will gain insight into how to identify assets and
make use of opportunities from assets. With some good practices and numerous exercises learners can reflect
and deepen their understanding and knowledge.

Module 3: Transformation of cultural heritage and tourism assets into Intellectual Property

This module provides a guided tour through intellectual property rights (IPR) and their appli-cation to cultural
heritage and tourism assets. After a general introduction of properties of IPR, various kinds of industrial property
rights and copyright are introduced and illustrated with examples. This knowledge is then applied to the field of
cultural heritage and cultural tourism. Criteria and strategies are developed which allow identifying the most
appropriate IPR for a specific asset. The prerequisites, necessary steps to obtain protection, and the estimates
of occurring costs are presented.

Module 4: How to identify opportunities and overcome barriers for utilizing assets

This module presents the importance of the cultural heritage and tourism assets as an opportunity for
developing economic benefits. It focuses on how to identify opportunities for its protection and utilization. It
examines the identification of the barriers and the importance of precaution measures for the third-party IPR
related to cultural heritage and cultural tourism assets. It enables learners to develop a sustainable cultural
tourism business in a protected cultural environment. This module is a valuable reference to be added to the
skills and knowledge learners develop through practice and experience.

The LEARN-IP consortium has assessed how the European Qualifications Framework (EQF) can be used to make
qualifications obtained through participating in the LEARN-IP programme readable across Europe. Therefore, in
line with the EQF model, the LEARN-IP consortium has decided to define the learning objectives and training
content starting with EQF level 4.

Module 5: IPR Strategy and Business Development

This module explores the principles of an IPR strategy in the cultural heritage and cultural tourism sector: It
provides an answer to the question of what to do after registration of IPR for certain cultural tourism or heritage
products or services. Furthermore, it explores the general question of how to “exploit” cultural heritage and
cultural tourism assets and to bring economic benefits to the stakeholders, including the local community.
Finally, this module opens new horizons to the learners regarding the latest trends in digitization specifically for
the cultural tourism and heritage sectors.

Module 6: How to build value-chains to valorize cultural heritage and tourism Intellectual Property

This module explains how value chains can be developed specifically with intellectual property assets and what
needs to be considered. Targeted learners are stakeholders from cultural heritage as well as cultural tourism.
They should first become aware of what value chains are and the serious role they can play. The competences
and skills that will be developed include, in the first step, the identification and analysis of value chains. The next
step is the integration of intellectual property rights in value chains and their beneficial use in terms of economic,
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social, environmental, and sustainable effects. For both sectors, this is presented and discussed in respective
impacts.

Module 7: “How to finance the creation of IP assets in cultural heritage and tourism”

This module presents the professional approach to financing the protection and commercialization of cultural
heritage and cultural tourism assets. Funding these activities is one of the most important considerations to be
taken, but not many European cultural and tourism stakeholders are trained in the art of raising funds. Thus, the
module provides information about the existing different financing sources and financing models for the
different steps in the intellectual property protection and exploitation phases. Finally, this module introduces
the different forms and unique features of the financing possibilities available and illustrates those with
examples, with good practice references, and with referrals to further readings.

The LEARN-IP consortium has assessed how the European Qualifications Framework (EQF) can be used to make
qualifications obtained through participating in the LEARN-IP programme readable across Europe. Therefore, in
line with the EQF model, the LEARN-IP consortium has decided to define the learning objectives and training
content starting with EQF level 4.

All modules are created by the European LEARN-IP team of intellectual property legal experts, business
developers, vocational training providers and players in creative industries, cultural heritage, and cultural
tourism sectors based in six European countries: Germany, Spain, Romania, Greece, Bulgaria and North
Macedonia.

You can find more information on the homepage: https://learn-ip.eu/ .
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