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IP Scorecard for Consultancies
A primer on IP in consulting firms
By intellectual property (IP) I do not simply mean the products (proprietary tools, methods and services) which your firm offers clients, but also the internal processes and systems which you use to run the firm. For Professional Service Firms, I define IP as codified knowledge which adds business value. IP is one of the most important qualitative measures buyers cite when looking to acquire consultancies. Without IP, your firm is simply a body-shop, and the value of the firm is, give or take, the net present value of contracts (which will be fewer and smaller without good IP) plus the reputation of the firm (‘good-will’). 
For buyers, strong IP doesn’t just de-risk the purchase, and help guarantee income, but also provides them with a quick way to offer their own clients your products and services. When asked what IP should achieve for the buyer, purchasers gave the following preferences in order of importance: adding to future scalability, differentiating the services of the firm, improving the visibility of the firm, and revenue generation[footnoteRef:1]. The position of ‘revenue’ in last place indicates the power that good IP has to drive scale for firms.   [1:  Equiteq (2019) The knowledge economy global buyers report. ] 

It is insufficient to simply possess IP. Nearly 50% of buyers report that they find it hard to understand how the consultancy’s claims to IP actually link to its bottom-line[footnoteRef:2] with typically only between 20-30% of firms perceived as clearly communicating the value of their IP.  I should also note that I have had experiences with many successful firms that solve relatively unique problems in creative was a therefore have no clear, established services. However, in these cases, buyers focus on internal IP and tend to insist on longer earn-outs for the senior team. When it comes to buyers’ own preferences, revenue generating IP is in first place (32%), followed by Proprietary Methods and Tools (29%), Thought Leadership (22%), then Unique Databases (17%). [2:  Equiteq (2017) What buyers of consulting firms look for and how they will determine value in 2018. Youtube. https://youtu.be/GTc9fURaUxI ] 

IP also needs to be managed: clear processes for who, how, and when IP is stored, shared, improved and retired. Buyers of firms will not just look at how beneficial IP is, but also how it is controlled and managed. For example, is the ownership of IP clear in your employee contracts? 
A final point in managing IP is its security and protection. Now, it is difficult to protect management ideas in the courts - partially because most ideas have some prior art elsewhere, but also because any minor modifications can get around protection. It is usually prohibitively expensive to pursue these types of claims in the courts. It is usually the quality of the implementation and the brand of the firm that prevents imitators from stealing clients away. This said, it is worth being clear in contracts with employees and associates concerning ownership of IP as this can act as a deterrent and add more evidence should an instance end up in the courts.



The Consulting IP Scorecard
Add your Service IP below (first column), score the questions for each item, and add total score.

	
	
	
	SCORE OUT OF 5 (1 = minimum; 5 = maximum)
	

	Item
	Service area
	Type of IP (software; template; SOP; Benchmark; Questionnaire)
	Does it enable faster delivery?
	Does it improve project margin?
	Do the people who should use it, use it consistently?
	Does it enable better quality?
	Does it allow juniors to do senior work?
	Is it likely to be unique to your company?
	It is difficult or expensive to replicate for competitors
	How regularly is this updated?
	Do you have version controls and permissions in place?
	Do you have any legal protections (e.g. patents or trade-arks)
	Is the IP packaged up as a service?
	Would your clients or competitors pay for direct access to this IP?
	TOTAL SCORE
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