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Is there a Crisis in the Standard 
Essential Patent Ecosystem?



Are SEP Royalties Vastly Too High?

A 2014 paper by an in-house 
lawyer at Intel and 2 long-time 
Apple outside counsel sums the 
total of all published rack rates at 
over $120

For a $400 smartphone the total 
royalty load would be 30% - of 
which more than 90% is 
attributable to SEPs

Were these conclusions true it 
might indeed indicate an intense 
over-valuation of SEPs that may 
be holding bad innovation and 
new market entrants
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Words Have Consequences

Commissioner Vestager of the European 
Commission, in a 2016 speech seemed to 
accept the 30% rate without caveat

Does the urgency and nature of the EC’s 
actions re: SEP licensing originate in the 
concern that SEP owners are using injunctions 
to force obscenely high royalties on 
manufacturers? 
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Royalties Actually Received (2014/16) 4% - 5%
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Royalties Received (2016):  3.3% - 5.6%

• In a 2018 study Galetovic, Haber, Zaretzki
identify, with varying accuracy, 39 potential 
licensors in the smartphone value chain 

• Only 29 charged royalties in 2016, for a total 
of $14.2bb (with individual licenses between 
$1.6mm - $7.7bb)

• There were $425.1 billion in mobile phone 
sales in 2016

• The average cumulative royalty yield in 2016 
was 3.3 percent or $7.20 per phone. 

• Restricted to smartphones the rate is 5.6%
https://reader.elsevier.com/reader/sd/C9A9AE218F9D47D512C7C714D14778D3AD84F1666507999D5DBEEC92
C7BDEABC4244AAB1F6B7F4B12977B1CE01386266
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For All SEP-Related Arguments:  Cui Bono

• Fairfield Research a/k/a Goodman Myers (Nokia) 
(http://frlicense.com/LTE%20Final%20Report.pdf)

• Cyber Creative Institute (Japanese Industry/Govt) 
http://www.cybersoken.com/en/about/

• Mark Lemley (Google) 
(https://www.theverge.com/2012/8/27/3271438/google-discloses-paid-bloggers-and-journalists-says-Stanford)

• Gregory Sidak (Qualcomm, Ericsson)
https://www.criterioneconomics.com/docs/emvr-entire-market-value-rule-proper-royalty-base-for-patent-damages.pdf

• Fair Standards Alliance (Apple, Google, Intel and Auto Mfgs.) 
(https://fair-standards.org/members/)

• IP Europe Alliance (Ericsson, Nokia, Orange, French Brevets) 
(https://www.iptalks.eu/)

• Unified Patents (Google) 
(https://www.cnet.com/news/unified-patents-backed-by-google-takes-fight-to-patent-trolls/)  
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