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Executive summary

In 2023, Switzerland ranked as the world’s most innovative economy in the Global Innovation
Index (GII), for the 13" year in a row. According to the GII, the country excels at transforming
innovation inputs into innovation outputs, including the creation of patents. Switzerland
recognizes the imperative for the active protection, management and commercialization

of intellectual property (IP) to drive economic growth. This includes access to financing for
innovative companies, entrepreneurs and startups producing these innovations.

Today, most Swiss startups, early-stage and emerging companies secure funding to implement
their innovation through private equity investment, especially through the venture capital (VC)
community. VC funds invest in promising innovative businesses in exchange for an ownership
stake. Besides VC, debt finance instruments, including venture debt (VD), have started to grow
in popularity. VD, however, currently plays only a minor role in Switzerland.

Several publicly funded programs also provide support to small and medium-sized enterprises
(SMEs) and startups to put their innovative ideas into action. These include the Startup Coaching
program run by Innosuisse, Switzerland's Innovation Agency and the Assisted Patent Search
program run by the Swiss Federal Institute of Intellectual Property (IPI), and venturelab, a set of
training programs run by the IFJ (Institute for Young Entrepreneurs).

Investment and supporting public financing programs primarily focus on high-tech segments,
like life sciences and medical industries, information and communication technology (ICT) and
clean technology. IP plays an essential role for respective investments, be it through - primarily
- VC, VD or publicly financed programs. While all forms of intangible assets contribute to

these investments and collaborations, patents and software stand out. These assets provide
substantial input into decision making for investment, but typically do not serve as stand-
alone collateral.

This report identifies several potential challenges and actions to improve access to capital for
businesses. These include:

- increasing the funding available to universities and universities of applied sciences for IP
filing and commercialization activities;

- enhancing the Swiss VC and VD markets, particularly for financing of later rounds;

- discussions around the topic of a Swiss innovation fund; and

- awareness raising, training and education on IP in general and finance related issues, also
for investors.

Targeted measures in these areas could further broaden access to financing for Swiss
innovators and give a boost to the startup ecosystem in Switzerland.

This report gives an account of Switzerland's financing journey, the initiatives and the
challenges faced, as well as the next steps to improve access to financing to commercialize
Swiss innovation.


https://www.wipo.int/global_innovation_index/en/
https://www.wipo.int/global_innovation_index/en/

Switzerland's Journey

Introduction

For the last 13 years, Switzerland ranked as the world’s most innovative economy, according to
the Global Innovation Index (GII).' The country excels at transforming innovation inputs into
innovation outputs such as patents and software. Switzerland's performance can be attributed,
among other features, to effectively translating innovation investments into results. Over the
past years, resident patent applications and resident trademark applications have witnessed
practically continuous growth (see Figures 1 and 2).

Figure 1 Resident patent applications
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Figure 2 Resident trademark applications (numbers are in class counts)
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One other measure that reflects this, apart from patent and trademark applications, is the
growth in capital invested in local startups, which has been accelerating in recent years. New
venture capital (VC) funds continue to be established in Switzerland at a rapid pace, with 55
currently open in the Swiss market.? Fintech, the information and communication technology
(ICT) sector, cleantech and healthcare sectors drive much of the growth. In 2022, over CHF 2
billion were invested in ICT and fintech startups, with the ICT sector experiencing a growth

of over 70 percent and surpassing CHF 1 billion for the first time. Fintech companies saw an
increase in investment by 17.4 percent, while the number of financing rounds for ICT startups
declined by 8.8 percent. Cleantech had a strong year, with investments nearly quadrupling to
CHF 826.9 million, and the number of rounds increasing by 32.3 percent. However, the biotech
sector experienced a downturn, with a 47.4 percent decrease in investment and a 48.6 percent
decrease in the number of financing rounds. MedTech startups, on the other hand, saw a
significant Increase in both the number of rounds (82.6 percent) and capital (10.6 percent).

Overall, according to the latest figures, there were CHF 3,969 million invested in Swiss startups
in some 383 financing rounds in 2022.3 Growth over the past years with respect to investment
volume and startup rounds was steady, with an increase in the number of financing rounds by
7.9 percent and a significant rise in the total amount invested by 29.7 percent in 2022. Despite
the difficult environment caused by factors such as inflation and global supply chain issues,
Swiss startups showed resilience, with positive developments and increased VC fund launches.

At the same time, there appears to be room for improvement. Small and medium-sized
enterprises (SMEs) generate more than two-thirds of jobs and make up 99 percent of businesses
in Switzerland.* These companies can face challenges when being set up as well as when getting
access to credit.’ Classic debt financing, mostly provided through commercial banks, is the most
important form of external funding for Swiss SMEs.® However, many businesses do not apply
despite needing access to capital.” According to one study, four out of five companies that chose
not to apply for bank financing indicated concern over collateral or security requirements.?

A number of public measures address this issue but do not specifically relate to the existence or
quality of a business's intellectual property (IP).°

Overall, local support programs reflect the specific Swiss philosophy that state intervention
should be limited to cases where a market or system failure can be clearly documented. In the
field of IP, as a recent analysis has shown, this has led to the implementation of rather few state-
run support measures that aim to improve the use of IP in the innovation ecosystem - but those
measures that are in place are typically of high quality.'

This report explores the role IP plays in facilitating access to finance for Swiss businesses. Its
findings draw mainly on two components: a targeted literature analysis and expert interviews.
These experts provide insights from different segments of the Swiss IP finance ecosystem,
including representatives from private equity, VC, government agencies supporting businesses,
and law firms. Contributions were also guided by an advisory steering group for the project.

A list of interviewees can be found in the Annex.

Local legal and regulatory framework

Switzerland provides a robust legal and regulatory framework that can support financing of
innovative companies. A number of laws relate to equity financing, particularly related toVC
fund formation and management:™

- the Collective Investment Schemes Act (CISA) of June 23, 2006 and its
implementing ordinances;

- the Collective Investment Schemes Ordinance of Nov. 22, 2006 (CISO) and the Ordinance of
the Swiss Financial Market Supervisory Authority (FINMA) of Aug. 27, 2014;

- the Financial Services Act (FinSA) of June 15, 2018 and its implementing ordinance, the
Financial Services Ordinance of Nov. 6, 2019 (FinSO);

- the Financial Institutions Act (FinIA) of June 15, 2018 and its implementing ordinances;

- the Financial Institutions Ordinance of Nov. 6, 2019; and

- the ordinance of the FINMA of Nov. 4, 2020.



The Swiss Limited Partnership for collective investments (Swiss LP) is one of four major vehicles
to set up a legal structure for VCs. The others are Swiss unregulated investment companies,
offshore vehicles often structured as Luxembourg specialized funds or investment clubs.’

The Swiss LP, set up in 2007, faces strong competition from offshore vehicles. This is partly due
to the absence of passporting available for Swiss investment fund managers, which limits access
to the European Union (EU) market (and corresponding private placement exemptions). As a
result, Swiss LPs “tend to be limited to local investors and focus on local niche areas.”"

Investment clubs enjoy exemptions from CISA, which lays out supervision by FINMA and

the legal, contractual, statutory and regulatory requirements asset managers and financial
intermediaries have to abide to. However, they are also subject to limitations, for example with
respect to the maximum number of members.

A new law is in the making for the establishment of a so-called Limited Qualified Investor
Fund (L-QIF). The respective draft law was adopted on Dec. 17, 2021. An L-QIF will not require
regulatory approval by FINMA and can be therefore launched more quickly and at lower cost.
Levrat and Muller state: “Swiss authorities also expect that the L-QIFs will turn Switzerland
into a more attractive and competitive place for fund incorporation and domiciliation. Given
its flexibility from a regulatory standpoint, an L-QIF may become a suitable vehicle for various
investments, in particular VC opportunities.”*

Limited Qualified Investor Fund (L-QIF)

In Switzerland, funds require approval and are subject to restrictions by the Swiss Financial
Market Supervisory Authority (FINMA). Introduced in 2022, the newly created Limited Qualified
Inventor Fund (L-QIF) structure takes a different approach. It does not require a FINMA license,
speeding up the launch process for a fund. L-QIF funds can only be offered by institutions
supervised by FINMA and investors must be qualified to participate.'

With respect to debt financing, a recent report produced on behalf of State Secretariat for
Economic Affairs (SECO)' concludes that IP assets can be used as a collateral for debt finance
in principle, but legal uncertainties may act as barrier for their use. However, these legal
uncertainties appear to be a much less significant barrier compared to issues surrounding
valuation and illiquid markets for IP.

Local institutions supporting access to finance for innovative
Swiss businesses

In Switzerland, based on the interviews and the documentary evidence collected, businesses
depend on several public and private stakeholders to secure financing. Following this evidence
base, many of these institutions consider IP as part of their analysis to make funding decisions.
This is particularly true in high-tech sectors such as life sciences, pharmaceuticals, ICT and clean
technology.” In these fields, IP plays a central role in firm valuation. These rights, however,

do not serve as the sole or primary basis of financing. This section provides a non-exhaustive
overview of public and private stakeholders involved in the Swiss ecosystem that provides
financing or related support to innovative businesses.

Cantonal banks

The Swiss cantonal banks are government-owned commercial banks, one traditionally located

in each of the Swiss cantons (counties). Mostly founded in the 19t and early 20*" centuries, these
banks account for more than a third of the Swiss banking market in terms of domestic customer
deposits.'” Most of the cantonal banks enjoy a state guarantee that make the respective cantons
responsible for the liabilities of the cantonal banks.

N}

Switzerland's Journey
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The Ziircher Kantonalbank and its startup finance offerings

Zurcher Kantonalbank, the largest cantonal bank, has become a significant banking partner
for startups in Switzerland. The bank has developed financial service offerings across a firm’s
early development, from startup phases to scale-up and through later growth phases. Once
a business breaks even and generates a positive operating cash flow, the bank makes its
traditional loans available to the firms.

In a company’s early stages, the bank acts as equity investor. It offers investment volumes of
CHF 200,000 to CHF 1,000,000 during the startup phase and CHF 800,000 to CHF 1,500,000 for
scale-ups. The bank can also provide convertible loans, which can be converted by the bank into
equity shares, mostly upon reaching certain milestones such as new funding rounds. For firms
in the growth phase there is also a dedicated fund available at the bank, according to interview
evidence. The bank usually takes the role of a co-investor, which means that it becomes part of
the cast of (private) investors who participate in individual funding rounds.

To date, the bank has invested a total volume of CHF 180 million into more than 250 startups.™
Zurcher Kantonalbank considers IP as part of its funding decisions, particularly when valuing a
company valuation when providing equity funding.?

Government and government-sponsored institutions
Innosuisse

Innosuisse is the major Swiss Innovation Agency. Its mission is to promote science-based
innovation in the interest of the economy and society in Switzerland. It “accelerates the transfer
of knowledge from research to industry and helps innovations and startups to achieve a
breakthrough on the market.”?! The agency provides support for projects with untapped market
potential that could not be implemented without public funding. The portfolio covers support
programs such as vouchers for performing preliminary studies or the funding of consortia

with research institutions and corporate partners. Innosuisse also provides training and

advice to startups.?

One flagship offering is Innosuisse's Start-up Coaching program. It is geared toward high-tech
startups and includes three different offerings: initial coaching, core coaching and scale-

up coaching. To qualify for these programs, startups must demonstrate an innovative and
knowledge-based business idea that has considerable market potential and can be defended
through IP. Businesses must also convince Innosuisse that they have the potential to implement
their ideas in a scalable way.

Selected businesses receive a voucher to use services and advice offered by accredited

coaches. Businesses pick from around 190 coaches including veteran or fellow entrepreneurs
and specialists in topics such as finance, law or IP. At least 32 of the coaches are dedicated

IP specialists, highlighting the emphasis Innosuisse places on developing these portfolios.
During the support period, the business engages a lead coach who helps the business create
milestones to achieve its objectives. Other coaches may be brought in to provide specific
expertise. One typical set-up may involve the lead coach, an investment and finance coach, and
an IP coach. An overview of the type of available coaching programs is shown in the table below.


https://www.innosuisse.ch/inno/en/home.html
https://www.innosuisse.ch/inno/en/home/support-for-start-ups/startup-coaching.html

Table 1 Available coaching programs at Innosuisse i

Type Activities Maximum Value (CHF) Time frame

- Develop business model
Initial coaching - Develop business planning in terms of market viability 10,000 12 months
- Assess development stage of company

- Refine strategy
; - Structure organization
Core coaching - Enter the market with expert advice on IP, financial 20,000 36 months
planning, legal aspects or fundraising

- Review and implement business approach
Establish scalable processes 75,000 24 months
- Networking, financing and internationalization activities

Scale-up coaching

Source: Innosuisse?

After achieving the milestones in the Startup coaching program, participating businesses

can apply for an Innosuisse Certificate. The certification process requires businesses to
demonstrate that they are ready for sustainable growth, drawing on an analysis that considers
both IP and finance issues. The certificate provides an additional piece of evidence for value and
trustworthiness to investors.

About 500 startups are being coached through the program.?* An example of a startup supported
by Innosuisse and the significance IP has for the company is given in the box “Spotlight on Planted.”

Spotlight on Planted

Planted is a plant-based food company offering a variety of products, including burgers,
sausages and meatballs, that appeal to both vegetarians and meat-eaters. The food tech
company was founded in 2019 as a spin-off of the Swiss Federal Institute of Technology in Zurich
(ETH) and rapidly began attracting investor interest and raising large sums of funding. It was
also coached in the Innosuisse program; according to interview evidence IP was important to
secure finance. The startup now employs more than 65 people in research, engineering and
product development and produces all its products in Kemptthal, Switzerland.?> Among its
international awards, Planted ranked first at the TOP 100 Swiss Startup Awards in 2021.2

Planted sources high-quality ingredients and uses a proprietary blend of plant-based proteins
to create products that closely mimic the taste and texture of traditional meat products.

The startup also makes a strong commitment to sustainability, which has helped them to
differentiate themselves from other plant-based food companies. Focusing on creating a closed-
loop production system helps them to reduce waste and lower their environmental impact.

While Planted’s strong focus on taste, texture, innovation and sustainability has helped them

to create a strong brand and loyal customer base, their IP has aided them in maintaining a
competitive advantage in the market by systematically protecting its product innovations. IP has
always been and still is a high priority. Planted is aware that potential investors want to know
whether a startup has IP rights and view protected innovations as an important asset. Planted
has therefore developed an IP protection strategy tailored to the company’s needs. Where it is
possible and fits into the strategy, Planted files inventions for patent protection. In the past they
have filed patents for their production process and proprietary blend of plant-based proteins
and unique formulations. Trade secrets are used to keep the details of the production process a
well-kept secret. The IP protection strategy also includes the Planted trademark which sets the
company apart from its competitors.27

In a Series B financing round, the Swiss startup has raised CHF 70 million under the leadership
of L Catterton, a global private equity firm in the consumer goods sector backed by Bernard
Arnault's LVMH.?® Planted plans to use the fresh capital to launch a new product line for so-
called Whole Cuts, such as a plant-based chicken breast, as well as to continue its international
expansion and increase its production capacity.

Switzerland's Journey
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Swiss Federal Institute of Intellectual Property (IPI)

The IPI is responsible for examining, granting and administering industrial property rights
(patents, trademarks and designs). It works together with governmental agencies, trade
associations and businesses to enforce Swiss indications of source within Switzerland and
internationally. The IPI also supervises the collective rights management organizations
for copyright and provides information on IP rights to individuals and companiesin a
variety of ways.

The IPI offers several IP-related services to businesses, which can also be of use for IP finance
purposes. The central pillar of the services is the Assisted Patent Searches, which gives an initial
overview of the state of the art (also known as prior art) in the technology sector of interest. The
service allows SMEs to work side-by-side with an expert from the IPI in Berne to conduct such a
search over the course of four hours at subsidized rates. Such an assisted patent search can be
an entry for a follow-up, an Assisted Patent Landscape Analysis. Both programs are also offered
in cooperation with Innosuisse. In addition, there is information available: an SME portal (which
also presents case studies on actual SMEs using IP, also for financial purposes), an IP Strategy
checklist and a licensing agreement checklist. The IPI also provides training for startups and
entrepreneurs on IP management and strategy.

Other participants in the ecosystem

There are also other actors in the innovation ecosystem worth noting. While few in number,
they have a very specific role to play. This includes specialized private law firms, which offer
consulting services or specific know-how to support businesses on their finance journey. Some
of these firms specifically support raising of capital through venture debt (VD).?> However, there
are no figures available regarding the exact number of these kinds of private practices.

swWiTT

The Swiss Technology Transfer Association (swiTT) is the network of technology transfer offices
of the Swiss universities. The swiTT also supports IP transactions by providing a database,
known as the swiTTlist, where universities can place adverts with licensing opportunities for
patents. Between 2005 and March 1, 2023, the database listed 134 such licensing opportunities,
with such listings increasing particularly in the past few years. Swiss universities and research
institutions actively translate their work into IP and businesses. Over the last 10 years on
average, these institutions produced more than 315 patent applications, 219 license contracts
and 88 startups annually.

Venturelab

Venturelab at the IFJ, based in St. Gallen, specializes in training for startups and has a respective
portfolio of offerings. This includes:

Venture Briefings, keynote talks for aspiring entrepreneurs;
Venture Challenge, a specific mission-based training for early-stage startups; and
Startup Training for Business Creation and Business Growth, on behalf of Innosuisse.

Venturelab's impact in the Swiss market is sizable, having backed more than 1,000 startups and
supported over 50,000 people through its programming.3® Over 90 percent of Swiss startups
have received support from Venturelab.3'


https://www.ige.ch/en/
https://www.ige.ch/en/services/searches/patent-searches-in-general/assisted-searches/assisted-patent-search
https://www.ige.ch/en/intellectual-property/sme-portal?tracking-content-element=46008&cHash=0473b0355940a882f77ed26a95c45ad8
https://switt.ch/home
https://switt.ch/swittlist
https://www.venturelab.swiss/
https://www.venturelab.swiss/venturebriefing
https://www.venturelab.swiss/Entrepreneur

Spotlight on Doodle

Doodle provides a web-based scheduling and meeting coordination platform that allows users
to easily schedule meetings and events. Founded in 2007, it has since grown to become one

of the most popular scheduling tools on the market. The company has received support both
from Venturelab and the certificate (then called CTI Startup Label) from the Innosuisse Startup
Coaching, which reflects having received support and advice for IP finance purposes as element
of the startup-coaching program (as described above).32 In 2008, Doodle had multiple interested
investors and eventually chose the Innovationsstiftung of Schwyzer Kantonalbank and Creathor
Ventures as their investment partners, leading to the company’s transformation into Doodle
AG. By 2010, just three years after its founding, Doodle achieved break-even and, shortly

after surpassing 10 million monthly users, Swiss media group Tamedia became a minority
shareholder. In 2014, Tamedia acquired a majority stake in Doodle as the user base doubled to
20 million, in 2018 Doodle announced reaching a milestone of 30 million users.*

Use of IP in debt financing

In Switzerland, debt financing comes in different forms, including VD and classic loans from
commercial banks.

There is a small but increasing role of debt finance in the form of VD funding for startups in
Switzerland. A study by Birrer et al. describes VD as a relatively new phenomenon.3* Most VD
funding in Switzerland is provided through foreign companies underlining a small, nascent
and growing market.> Given that these loans are frequently organized as convertible notes,
which grants the note holder the option to convert it into equity at a predetermined price, the
lender has the ability to compel conversion if the business fails to meet its objectives or make
timely repayments. This could result in significant repercussions for both the company and
its shareholders, as the conversion may occur at a notably reduced valuation. According to
expert interviews, IP plays a role in the VD context. In some cases, IP may be used as collateral.
Alternatively, VD lenders sometimes require negative pledges over IP. This prevents the
company from encumbering their IP assets until the debt is repaid.

On the other hand, IP is rarely used as collateral for loans from Swiss commercial lenders. This
type of lending depends largely on the ability of firms to pay back their debt mostly through
cash flows, for example through operative activity. IP, in respect to its ability to provide a
competitive advantage, may occasionally inform respective bank assessments. This type of
financing nonetheless only becomes available when a business has turnover and ideally breaks
even.® For these lending arrangements, a company'’s accounts receivables, rather than their IP,
are typically used as collateral.

A company's IP may be used as a collateral enhancement, but this is still a rare phenomenon

in Switzerland. Experts interviewed perceived that the effort and cost associated with taking
possession and disposing of the IP were too high to warrant a broader scale of use at this stage.
Even if not used directly as collateral, however, owning IP provides further confidence in the
prospects of the business.?’

Debt finance, to conclude, only becomes an option in later stages of a company’s life cycle. This
includes business expansion, such as opening a new branch of a restaurant chain or plans of an
established company to develop new IP. Unfortunately, many startups, particularly those in the
life sciences, may be years away from generating such cash flows.

Use of IP for equity finance

Many Swiss companies use equity finance to support their growth, particularly VC. The
information gathered through interviews indicates that a supportive IP portfolio, particularly
when reinforced by robust patents, plays a crucial role as a contributing factor. With VC
investors, IP functions as a door opener. Without these rights, investors are reluctant to engage

Switzerland's Journey


https://doodle.com/en/

Unlocking IP-backed Financing: Country Perspectives / Switzerland's Journey

with startups.®® A robust IP strategy that clearly aligns with business plans is seen as critical

in post-seed funding rounds. IP signals to potential investors and lenders that a company
attributes great importance to its intangible assets and that it can communicate the strengths
of its intellectual assets. In Switzerland, Innosuisse is viewed as an important interlocutor,
helping businesses develop investment-ready IP strategies.*®

In Switzerland, according to expert interviews, patents stand out as critical, especially for
businesses in life science, clean technology and hardware-related sectors. Trademarks play a
less pronounced role, because many businesses seeking capital have yet to build a recognizable
brand. However, trademarks can contribute positively to a company’s valuation. For software
companies, copyright and the extent to which a firm uses open-source software (OSS) can

be central to the analysis. Other types of IP such as trade secrets can be significant when
companies seek finance but mostly do not serve as the focus for decision-making.

Government-backed guarantees and funds

Switzerland has three regional loan guarantee cooperatives designed to facilitate access to
credit by SMEs. These guarantee business loans of up to CHF 1 million, insuring up to 65 percent
of the associated risk of loss.*® Guarantees are provided based on prospects for success of the
business. While IP does not factor outright into funding discussions, it could provide evidence of
a business’s potential for growth.

Other forms of IP finance

Anecdotal evidence, from interviews, suggests the appearance of novel types of IP finance in
some cases in Switzerland. A very new form of finance that was mentioned by interviewees

is that of financing through buying royalties (rather than the IP itself), which is “the upfront
payment of cash by an investor in exchange for full or partial rights to receive future royalty
payments from licensees.”" IP insurances, while a nascent but emerging market segment, are
niche products, which are typically serviced through or by insurers in the United Kingdom. The
Swiss IPI can provide information about the existence and relevance of such novel forms of

IP finance, and there is potential for Swiss local players to collaborate with foreign providers
of such services.

The role of IP valuation

All those interviewed for this paper agreed that valuing the IP is essential for financing
purposes. However, most investors do not use valuation methods that lead to monetary value
assigned to the IP but rather assess it qualitatively. There is great variety in how funders and
investors deal with the topic of IP valuation, with some using checklists while others dive more
deeply into the subject matter. Importantly, IP is seldom valued in isolation. Instead, these
assets are analyzed as part of the overall company due diligence, as a factor contributing to
the company value.

Due to the complexity of valuation, both equity and debt funders of Swiss companies frequently
work with specialized service providers and law firms to value IP. In some transactions, experts
with specific technology expertise are needed, particularly in the life sciences industry. For
early-stage businesses, valuation tends to be basic and qualitative, while for more mature
companies valuation is done more comprehensively. Indeed, the amount and time allocated to
due diligence tends to increase with the size of the funding round.

Investors and businesses seeking valuation services often need to look outside of Switzerland,
commonly using providers in the United Kingdom, Germany and the United States of
America, as was mentioned in the interviews. The lack of these specialized firms was not

seen as problematic, however, as “the industry operates globally, and it would be difficult for
Switzerland to have all the expertise within the country, given the market size."? A respective
patent valuation, including a detailed freedom-to-operate (FTO) analysis, can easily amount to
six-digit CHF figures.*



The extent to which funders draw on detailed external IP valuation by outside service providers
varies. As startup funding is typically done by several investors at the same time in the same
rounds, some smaller co-investors seem to rely on the judgment of larger anchor investors.**

Professional support received from technology transfer offices of the ETH and universities
builds additional trust in the quality of the IP behind the company. Many Swiss companies
seeking funding are spin-offs from universities, a unique feature of the local market, according
to interviewed experts.*

Potential challenges and fields of action regarding IP-backed
financing in the country

While a healthy investment climate exists in Switzerland, many firms still face challenges
securing the capital they need to grow and survive, as described below.

University funds for securing IP

Many companies spin off from Swiss universities. Some interviewees noted the Swiss
ecosystem could benefit from additional financial support to these institutions, to cover the
cost of securing and maintaining patents. Funding can be particularly challenging for smaller
universities and those pursuing international protection.

Enhancing Swiss VC and VD markets, particularly for
later finance rounds

There have been a few calls from the interviewed experts regarding how to improve the Swiss
VC markets overall, noting foremost that the Swiss VC funders are good at supporting early
startup phases. However, when it comes to later funding rounds, US funds in particular are
then said to take over.*® Also, it was noted that VD funding is not a domain of Swiss financing
organizations, which could be a disadvantage for Swiss startups. The introduction of the
Limited Qualified Inventor Fund (L-QIF) is expected to spur the development of the local Swiss
startup market.

Discussions around the subject of a Swiss innovation fund

Some of our interview partners suggested the introduction of a Swiss innovation fund to
improve framework conditions and to bridge a finance gap in later-stage VC finance. This has
also been discussed recently in Swiss media.?” Such a fund could be, according to some of our
interview partners, a vehicle particularly to overcome the barriers for later-stage funding.

The latest information from the media reveals that the proposal for a state innovation fund
for startups has so far been unsuccessful in the Swiss Federal Council. However, a decision
on the matter has been postponed.* The current media discussion highlights the challenges
of establishing such a fund in Switzerland, where there is a prevailing stance that substantial
evidence of market failures is required to justify state intervention. There is speculation that
developments in other countries may eventually prompt the creation of such a fund, which
could potentially incorporate elements of IP support and finance.*

Maintain continuous awareness and training activity

Awareness raising and education have been and continue to be anchor points for improving

the situation of good use of IP, including using IP for finance purposes. Targets for these efforts
include future entrepreneurs while in university, startups and other businesses. Investors also
need to be well educated on IP. In essence, it is necessary to keep up the level of awareness
raising and education on IP, as a continuous challenge, due to new generations of entrepreneurs
and investors coming up.

Switzerland's Journey


https://www.sif.admin.ch/sif/en/home/finanzmarktpolitik/financial-market-regulation/regulatory-projects/collective-investments-scheme-act-cisa.html#:~:text=The%20Limited%20Qualified%20Investor%20Fund,Switzerland%20as%20a%20fund%20centre.

Conclusion
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The Swiss system to support IP finance continues to evolve, driven by market demand. So far,
actors - as interviewed for this report - have seen little value in placing specific and strong
emphasis on new support measures targeting IP finance alone. Rather, the general portfolio of
IP support services - which covers IP topics in an integrated way - is being enhanced.

In 2020, a systematic review of these support services was conducted.>® With the mostly positive
appraisal, and considering the strong belief in market forces, only few adaptations were needed.
These include the creation of checklists for licensing and IP strategy development for SMEs by
the IPI, which describe important antecedents for IP finance and commercialization. In addition,
there is considerable positive expectation for the new L-QIF law, to drive additional activity in
local VC investment. The discussion around the state innovation fund is more fundamental in
that it carries a strong industrial policy perspective.
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