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INRODUCTION

1. Intheir development work all inventors and innovative companies have sometimes
to face the questions: should we protect our inventions and how? Where should we
protect them? Cawe do it by ourselves? In this presentation we will try to address these
and some other questions related to planing for patent protection for inventions and
elaborating patenting strategies.

2.  First of let me underline that filing a pateapplication is a business decision, not a
science and technology or R&D related decision. It can be compared to marking and
reserving a piece of land, a claim, where the gold digger will try its luck. The granted
patent will give its owner the possib¥ito exclude any other party from commercially
exploiting his invention. This right is granted by the State to the patent owner under the
national patent laws and it is usually limited in time (today most countries apply the 20
years protection period, @sovided for in the TRIPS Agreement). However, exclusivity

is not granted for free, but in exchange for the inventor disclosing the gist of his invention
(in the description of his claimed invention). Such disclosure is made public so that
everyone inteested can be informed what protection has been claimed or granted for a
particular invention. Furthermore, most of the laws usually define three criteria that an
invention has to meet to qualify for a patent: it must be new, it must not be obvious and it
must be industrially applicable.

3.  Before applying for a patent, an inventor or a company must have satisfactory
answers to the questions: why, what, when and where to patent? These answers would
make the basis for the patenting strategy, Whigll become an inseparable part of the
business strategy of any business relying on inventions or innovations.

4.  The underlying consideration for seeking patent protection is economical: usually
patent protection will be sought at a lewethere the benefits of such patent protection
outweigh, as a minimum, the costs of obtaining and maintaining those patent rights.
Patents can secure legal protection for technology that matches business and R&D goals.

5. Asolid IP and businesstrategy is a must not only for companies, but even more for
any inventor. Any strategy is based upon a set of concerns. Typical concerns for individual
inventors include, cost, protection afforded and strength of protection. In addition, inventors
mustbe concerned with the development and adoption of new products, technologies and
services by business and industry and merely the generation of new ideas. These factors
interact to provide several distinct strategies.

6. The cost factor is vy important in any patent and business strategy. At the end of
the day, the inventor or the company will want to see economic value in the bottom line
because of the patent rights. However, before reaching the stage where the invention will
become an iportant source of income, a lot of money and resources have to be spent.
Some of those resources will be spent on legal protection.

Why should inventions and innovations be prote@ted

7. The answer seems very simple: if your technology @dpicts are unique on the
market, you will have an extreme competitive advantage. And hence, your business will
be able to extract maximal benefits from applying such technology or manufacturing and
selling such innovative products. If an inventor doeshmave the intention to start
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manufacturing and selling his invention, or license it to a company that will manufacture
and sell it, he does not the need a protection. He could be happy and satisfied, that he has
resolved a difficult technical problem, bnot be interested in the economic results of his
invention.

8. Some people claim that obtaining protection through the patent system is too costly
and not affordable for individual inventors and SMEs. Expenses for legal protection of IP
rights should be considered as an investment in the future business, they should be part of
the R&D budget and business planing. A wel&borated patent strategy is a tool to

contain the costs related to securing legal protection and will put expenditdieat

relation to business objectives.

9. Among the most important reasons for seeking patent protection are the following:

Securing the basis for continued development and manufacturing
Securing a market share (domestic as well as abroad)

Use of information contained in patent documents in product development and
marketing

Preempting competitive market entry

Pricing flexibility with new products

Quick payback period for investments

Strategic IP alliances

Avoiding patent infringements and gistes

Using patents and patent applications in business negotiations
Licensing technology

Creation of a favorable image

VVVVVVVY VYVYVY

10. Basically, there are two ways of protecting inventions: either by keeping them and all
relevant information secret or @pplying for patent protection. Keeping an invention or new
technology secret is a very risky option. If the secret is disclosed, the competitive advantage
will be lost since there are no legal means to prevent competitors of using the same
technology o manufacturing and selling the same products. A much more secure option is to
apply for patent protection. It is always wise to choose the particular mode of protection with
a cost benefit analysis and advise from a specialized legal counsel.

11. One can use also smlled NonDisclosure Agreements to protect ideas and
developments, however with the following in mind: A N@sclosureAgreement can

usually be obtained at little to no cost. This tool is used to prevent a “public disclostings”
certainly is the cheapest method of protection, but carries a lot of problems. Some people
refuse to sign the agreement. Seeking a signature delays or blocks the marketing process.
Copies of the agreement are lost or the inventor forgets to haignieéd. NorDisclosure
Agreements are enforced under national laws, and in some countries even under state law,
which varies from stat¢éo-state. One mistake has serious consequences, making the tool an
unsatisfactory choice in most circumstances.

12. The widely recommended and much more secure way is to seek patent protection. This
is the highest quality form of protection. A patent application is the form of IPR protection
most people think of first. A national patent application providéging date and that date

will generally be recognized in foreign countries, members of the Paris Convention for the
Protection of Industrial Property, assuming proper procedure is followed.
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13. If inventions are to be protected abroad (foture business use) their owners have
basically two options: either to file national patent applications, cou7ntry by country, or to

file international patent applications, under the Patent Cooperation Treaty (PCT). The latter
ones offer several advantagehe decision as to in which of the contracting countries patents
will besought is delayed and shifted to up to thirty (30) months from the first filing date. The
applicant designates all countries to which he or she may later wish to apply. Today0dver
countries around the world are parties to the PCT. The applicant receives an international
search report (mandatory) and a report of the international preliminary examination (optional)
which permit him to better assess the chances of his applic&tiasult in a patent grant. If

the reports are negative, he can withdraw (or abandon) his application with no further cost.

What should be protect@d

14. Intangible assets are among the most valuable assets of any company and they
should badentified, managed, protected and used in such way that they contribute as
much as possible to the success of the company.

15. Creative people have innovative ideas, however ideas cannot be protected. Ideas,
knowledge and information can begpected as intellectual property for a limited period

of time if they are original and if they meet certain legal requirements. Only few
individuals will have the persistence and the will to invest time and resources to develop
such ideas into inventiorend innovations. However not all inventions and innovations
will result in useful and practical products or technologies. And finally, not all useful and
practical products or technologies will meet the satisfaction of the user: only a few will
generat the so much desired benefits and income.

16. As afirst decision an inventor or a company, whether small or large, will have to
select those inventions that have the potential to become successful innovations. The
selection will be based on abjective assessment of their technical, economic and other
merits, and, what is most important, their chances of market success. It should be strongly
recommended that a staf —theart or novelty search be prepared before filing a patent
application & filed. This will avoid disappointment and save money, if the novelty search
reveals, the existence of similar or identical soclutions.

17. When we speak of inventions, today we have to understand a large number of
novelties and innovations in any sector of economic activities: new products and
processes, software and plant varieties, industrial designs and medications, technological
processes and integrated circuits, musical and audital works, business methods and
trade secrets, knodwow and franchising schemesall these are intellectual property

rights, that will create a competitive advantage if used and applied correctly. They could
be protected in one or another way against unauthorized or illegal use.

18. For many inventa, who are researchers and scientists the eternal question: Publish
or patent? will have to be answered. Publishing is a must for any researcher who
envisages an academic career. Publishing is the basis for being quoted and being quoted
means recognitia by the academic world. However, the basis of the intellectual property
system is absolute novelty of the claimed invention. So an early publication may be
detrimental to the grant of a patent, even if the author of both is the same person. The
patentng strategy should give an answer to that problem.
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19. The answer may be very simple: If there exist business opportunities behind a new
development, finding or research result, do not publish before examining the possibility of
filing a patent @plication. As a matter of principle, patent documents should also be
considered publications in the academic sense.

When should legal protection be sought

20. If we read and know the patent laws, the first reply that comes to ones mind would
be: as early as possible, to be the first reason to reserve the rights. However, the fact that
patent protection is limited in time must raise the question: is the invention ready for
marketing, or when will the invention be ready for commercial explaitét Some

experts will say: the later you apply for protection, the longer you will have the chances to
benefit from the results of your invention. But, the inventor may lose his advantage, if
someone else also decides to file a patent applicationdonaar invention.

21. One very important issue related to the time of filing is that all patent laws have
quite strict provisions concerning deadlines in relation to processing the patent
applications. Inventors and SMEs should be aware theg time decision is taken to file

an application for a patent, one must be ready to go until the end through the process, i.e.
until the IP office decided to grant a patent or to refuse it. This often requires a personal
involvement of the inventor. Andsan any other administrative procedure, it is the
applicant who has to watch the deadlines and make sure they are observed.

Where to seek legal protecti®n

22. This is also an important decision, since it has a direct impact on the expenditure
the larger the number of countries where protection is sought the higher the costs. The
decision where to file for protection is also a pure business decision. The theory teaches
us that such decision is related to the plans of doing business, basieeliomention in

one or another country, on the technological capacities of one or another country
(company) to use and replicate the invention without assistance from the inventor, and
what is most important of the possibilities to trace illegal usabefinvention and take

action against such illegal use.

23. It should be emphasized that as a matter of principle and for convenience, the first
filing of a patent application should always be with the IP office in the home country of
the invertor or the country of residence of the company. Such approach offers several
advantages to the applicant. he/she will communicate with the IP office and the IP agent
in his/her own language, it will be a test case for seeking protection with IP auésanti
other countries. If it appears that the invention is not too competitive or new, the
application can be withdrawn or not pursues in other countries and the money spent will
be minimal (only the cost related to the national filing of an applicatiant(anslation, no
fees for foreign agents, etc.))

24. What is most important, the applicant will benefit from the 12 month priority period
existing under the Paris Convention for the Protection of Industrial Property, to file the
same applicatiom other countries, but maintaining the priority date of the first

application (filed with his/her national IP office). During this time applicants have the
possibility of verifying the novelty, the business opportunities, etc. and then decide, on the
basis of more information, whether or not IP protection should be requested for other
countries.
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25. Inview of the fact that most inventors and companies have financial restraints and
cannot afford to protect all developments by filing for paterdtection worldwide, it is
important to set priorities for patent filing decisions. The factors to be considered when
setting priorities for decisions concerning the geographical spread of patent applications
include, for example:

1. Countries where given product is currently manufactured or is planned to be
manufactured in future;

2.  Countries where the major competitors are located as well as where those
competitors have significant investments and manufacturing facilities;

3.  Countries that contidute current or future major markets;

4.  Countries where there would be significant current or future export markets.

26. Patenting the technology in countries where the manufacturing occurs is a good means
to protect the freedom to manufaatuaind will assist in protecting own investments in the
necessary factory setup costs. While obtaining a patent does not guarantee the right to
practice the actual invention, i.e., because the patent provides only an exclusionary right,
having a patent d@eprevent others from patenting the technology needed to manufacture a
give product.

27. To use IPRs offensively, it is important to file in the country where manufacturing sites
of competitors are located as well as in countries where manuiiagtcan be setup easily and
cheaply. For example, if the market for a product is Indonesia and Malaysia, but a competitor
can easily manufacture in the Republic of Korea or Japan, it may be more cost effective to
apply for a patent in the Republic of K@and Japan. This may also be a means to protect

the technology even when the market shifts to another country (e.g. out of Indonesia or
Malaysia). In contrast, where there are numerous competitors located in many countries or if
the market for a partidar technology is very narrow, it may be more cost effective and

efficient to seek patent protection only where the actual market is.

28. Similarly, it may be useful to file for patent protection only where the market is when
the cost of the inv@ment needed to make the product is actually quite low and/or very easy
for competitors to move their manufacturing facility.

29. Finally, if a new technology is not worth the expense of procuring, maintaining, and
enforcing IPRs and otherwigzovides no value to the customers, it may be desirable merely
to prohibit others from obtaining patent rights on the technology through use of defensive
publication. This goal can easily be achieved by having the invention published through
filing an appication in any of the countries that publish patent applications quickly for a
relatively low filing fee.

PATENTING STRATEGIES

30. Patenting strategies (or intellectual property strategies) can be, on one extreme, as
simple as deciding neveo file for patent protection anywhere and keeping the inventions
and innovations secret or, on the other extreme, to file for patent protection for every
technological development in every country, all over the world. As a practical matter,
neither of thee strategies will be useful or workable in the long term. The real life
strategies must be practical and workable.
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31. The following is a review of the some elements of an IP strategy:

General Definitions

32. Inits simplest form, a IP strategy is simply a plan. However, it is not a plan that
exists in isolation. This plan should reflect a coordinated effort for developing, managing,
and using IP rights to accomplish the company’s national or international business
objectives. Sah coordinated patent strategy should be elaborated in view of the
uniqueness of a company's research, marketing, and business strategies: there does not
exist a ready to apply formula, each case needs an individual approach.

33. Agood patenttsategy is technology based and is dependent on and should support
the business strategy. Since the purpose of patent strategy is to serve overall business
objectives, ideally it is developed concurrently with research strategies and requires input
from business, technical, and legal staff.

34. Another component of a good IP strategy will be to evaluate risk of infringement of

third parties’ rights, but also the risk of infringements of own developments and to outline
appropriate defensive actis to permit the business and technical people to move forward
in developing and marketing products.

35. The following questions should be considered when elaborating an IP strategy
(whether for one, single invention, or for a company, havingRaportfolio):

» Does the new invention, tecchnology, software, etc. differ from the current
products in a way that would warrant investment and would it contribute to
increase sales and profits?

» Could someone else use the idea, invention, etc. and begvit) pay for it, for
example under a license agreement?

» Who are the users and cuatomers, who are prepared to pay for the innovative
products and what would be the distribution method or chain to reach them?

36. These and other factors must lmeidered in view of each particular business, as

well as in view of the knowledge and assessment of competitors’ activitiesiéony

business and research goals, commercialization/licensing alliances, and the actual manner
in which technology should bexploited in the market place.

The Elements of a IP Strateqy Plan

37. Despite the fact that each IP strategic plan must be made to fit individual business
and technology objectives, there are basic components that should be present in most IP
strategic plans. Some of these basic elements are as follows:

1. To establish and maintain proprietary positions (IPRs) in each business sector
that hinder or prevent competitors from using the best technology in the countries of the
important commercial irrest;

2. Toensure and provide a mechanism to evaluate a company'’s ability to operate
freely for current and new products or processes in the countries of important commercial
interest;
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3. Tofacilitate acquisitions and/or developing alliances with other bgsegof
interest;

4. To define a “licensingput policy” for patents and knowow as well as means
to determine when "licensinm" is appropriate and cost effective;

5. The IP strategy will include a mechanism for evaluating the costs associated
with each of thgoreceding elements;

6. The IP strategic plan should have a welhsoned and articulated enforcement
policy for exploiting IPRs in countries of the important commercial interest.

Proprietary Positions (Intellectual Property Rights (IPRs))

38. A patent grants the patent owner the right to exclude others from making, using,
selling, offering for sale, or importing patented products, products from processes, or from
practicing patented methods, etc. The grant is specific to the country issuingéiné pa

From the point of view of patenting strategies these exclusive rights serve two purposes:
offensive; and defensive.

39. Offensive IPRs include those patents that are primarily intended to cover proprietary
technology that may or may noeltommercialized. Typically, investment in research

and development are used to develop the technology in accordance with a plan such that
the value of that research can be effectively protected under the IP laws.

40. In order to establish thienowledge base for offensive patent filing decisions,
information regarding the current and desired scope of patent coverage (applications and
issued patents) wva-vis commercial and proposed products must be obtained.

41. In contrast, a defemge patent (or IPR) is defined as one whose primary purpose is

to cover technology likely to be needed by or is useful to your competitors. Defensive
technologies are typically developed by analyzing competitors’ patents as well as the
relevant technologal literature. Analyzing your competitor's patents and analyzing the
relevant literature should reveal trends or gaps in patent coverage. These trends or gaps
can then be anticipated or filled by your technology. Thus, you can attempt to exploit the
weaknesses in your competitors' patent strategy. Such defensive patent strategy not only
creates a drag on your competitor's research, but also creates assets (a good bargaining
position) that may be useful in trading should you be blocked by a competitofuture
competitor in an important business area.

42. To the extent that a competitor's technology is very close to your technology, IPR
protection will serve both the offensive and the defensive purposes simultaneously. Once
information regading the current and desired state and territorial scope of patent coverage
is obtained, offensive and defensive pictures in the technology arena often emerge.
Accordingly, a hierarchy of priorities for claim coverage and appropriate technologies can
thenbe made. These priorities can be tested against business and technology objectives.
In order to establish a hierarchy of priorities for claim coverage, business and technology
factors must be considered and include:

1. The scope of the concept believiedbe patentable;
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2. The size of the R&D budget versus the number of applications desired to be
filed and the filing costs involved,;

3. The status of the product in the market place;

4.  The value of any trade secrets that will have to be disclosedefiutnclaimed in
any patent applications;

5.  The difficulty in enforcing the IPRs;

6. The ease with which the product or process can be reverse engineered or designed
around;

7. The location of the concept in question in the hierarchy of technolaogieded to
produce an end product;

8. The degree to which a marketing strategy would benefit from having patent
coverage on a product, even if such coverage is narrow and not of great value from an
exclusionary standpoint;

9. The value of having the pateas a defensive weapon;

10. The usefulness of having a patent when seeking any type of governmental appro

Freedom of Operation

43. By knowing what technology is in the public domain and what competitors have
patented or are doing to obtain paent coverage (e.g., by watching the eignizei

publications in the countries that publish patent applications), one should be able to determine
a likely zone of freedom within which a new technology may operate. This can be

determined both with respeto claim scope and geographic territory. Such analysis is
important as one means to manage R&D investment and avoid unexpected and expensive
lessons in duplicating research of others and the expenses of litigation. Freedom of operation
should be amonthe objecctives of the IP strategy.

Acquisition, Alliance, Licensindn, and Licensineput

44, Often research and business objectives cannot be achieved by the technology currently
owned by a company or cannot be achieved in a given periodheftiirough own (irFhouse)

R&D. Consequently, it will become necessary to seek to purchase (either outright or in the
form of a joint development project with a customer or a supplier), or obtain a license under
existing patents owned by others.

45. In addition, licensing technologies to others, known as licensingis a useful means

to create royalty revenues, may assist in obtaining the technology of others, and may assist in
gaining access to future developments and markets. Such licemsirngin have the

advantage of permitting a company to leverage its own technological resources. That is, the
licensee's resources for a particular business opportunity will be aoratila company’s

own resources, particularly, if that company is ndedb serve certain market niches.

Moreover, if the technology is related to a pioneering invention, massive licensing might be
one means to make the technology the industry standard and create the market.
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46. For example, small companies or ygucompanies often do not have sufficient sales

and marketing capacities to serve either nationwide or global markets. By licemsing

certain IPRs in certain markets, such companies can gain access to distribution systems and
marketing structures thatomld not be available otherwise. The early partnership of IBM

with Microsoft Corp. in developing the MSDOS operating system software illustrate one
example of using technological rights to leverage your market position.

47. Also, all companiesyhether SMEs or large corporations, should regularly undertake
audits of their IPR portfolios and intangible assets. Such audit will often reveal underused
technological opportunities, proprietary information and krwaw, that could easily be
transferredor use (against payment) to other companies.

SPECIFIC STRATEGIES

48. Let us have alook in some specific approaches to patenting strategies (or strategies for
obtaining patent protection). Perhaps the most common strategy for inventorssis & non
disclosure agreement until an application can be filed. A patent application is then filed
before the first public disclosure/offer for sale. Within one year of the priority date, the
decision is made to pursue or not pursue foreign protectia. If yes, an international patent
application is filed under the PCT.

49. Hereafter are discussed three distinct time periods during which certain actions must
take place or rights will be lost. This presentation will permit anyone to deterfainy well

the strategy best suited for their needs. Nevertheless, one should not think that strategies
should be adopted and applied without competent legal advice in particular in those situations
where determining a strategy seems difficult.

IdeaGeneration and Inventing Phase

50. A non-disclosure agreement is important, but is best used as little as possible due to its
shortcomings. The agreement may be the only tool available during initial development
stages of an invention. Perlgghe invention is not developed to the point where the inventor
knows whether the invention will even work. The invention should remain a secret either by
way of limiting access only to the inventor(s) and/or should be protected by-disolosure
agreenent to avoid a public disclosure or offer for sale. The inventor community and bar
substantially agree that a Ndisclosure Agreement is an unsatisfactory tool to use when
looking for a licensee.

Prepublic disclosure or offer for sale

51. The inventor needs to consider whether to file a national or international patent
application prior to the first public disclosure or offer for sale. The primary issue is
preservation of the rights to obtain patent protection. Cost and protection ecatgiths

should usually encourage an inventor to file a national patent application before the first
public disclosure or offer for sale. Filing a national patent application allows one to market
using a patent pending designation, while obtaining a pyidate and remaining prepared for

a licensee. Failure to file a patent application at this time may forever waive the right to seek
patent protection.
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Within one year of the priority date

52. The inventor needs to consider whether tolertpreserve foreign protection, if still
available, before expiration of a otyear period starting from the priority date. (Itis assumed
that the first public disclosure or offer for sale occurred after the priority date.) Foreign
protection can be pserved in two manners. A PCT application extends out the time to file a
patent in contracting countries generally up to thirty (30) months after the priority date.

Foreign rights can also be preserved by filing applications directly into each coungngwh

the inventor or licensee desires protection. This second route is used when filing in very few,
e.g., one or two, countries due to cost considerations. Failure to seek protection abroad at this
time may preclude one from ever obtaining such proteabio the invention.

53. These periods tend to be presented in a last possible moment fashion. Inventors should
not wait for the end of these periods before acting, as this will significantly increase the legal
fees in most law firms. Many fins will reject the work or charge rush basis legal fees if time

is too short. Typically, at least two months should be allowed. Some forethought can save
substantial amounts of money for the inventor.

CONCLUSION

54. Protecting an inventiors an important part of inventing and marketing. Failure to do
so renders one vulnerable to competition, which may include competitors far more powerful
than the inventor. Patents provide an exclusive right to prevent others from making, using,
selling, offering for sale or importing infringing products into the country issuing the patent.
Accordingly, one should elaborate a proper patent (IP) strategy in view of marketing plans
and countries in which they or their ultimate licensee may engage in business

55. A well-formulated patent strategy can result in measurable rewards to a company’s
bottom line. Individual inventors and SMEs will have the opportunity to take-feeihded

business decisions, manage their IPR related expenses and itenti§ources of income.
Companies with technology positions need to reassure themselves that early decisions remain
correct and that future technology decisions are based on a complete understanding of your
technology and business objectives.

[End of dacument]
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