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TAKE CARE OF VALUABLE EURO-CHANGES AIM TO LAW CAN BE COSTLY DETERMINED HACKERS
SIMPLIFY PATENTS LAW AND UNPREDICTABLE POSE A GROWING RISK
COMPANY SECRETS
Changes in the law are set to Litigation is often uncertain and Cyber theft is sometimes too easy
Companies should have a comprehensive and robust IP strategy transform the legal IP landscape there may be an emotional price and can have devastating effects
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s~ Lake care of valuable
company secrets

Companies should draw up a comprehensive and robust
strategy to protect the intellectual property of valuable

design and manufacturing secrets
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Trunki owner

Magmatic last
year lost a
Supreme Court
battle to protect
the design of

its kids’ luggage
product

OVERVIEW
JONATHAN AMES

t’s a fair bet that none of the

thousands of owners of the

Trunki has ever heard of Lord

Justice Neuberger or the UK
Supreme Court.

The suitcase is designed for chil-
dren or as the manufacturer - a
Dragons’ Den reject — describes them,
“globe-trotting tots”. Indeed, the
Trunki’s core customer base presum-
ably have better things on their minds
than the cogitations of five judges
who, to them, must seem to have the
combined age of about three million.

But last March, Lord Neuberger
and his band of four other Supreme
Court justices handed down a ruling
that certainly pricked the ears of in-
tellectual property lawyers.

Trunki’s British designer Magmat-
ic lost its battle to protect the prod-
uct’s design from imitation by Hong
Kong businesss PMS and its Kiddee
Case range. Intellectual property (IP)
lawyers and other experts immedi-
ately predicted that the ruling would
be “disastrous” for those aiming to
protect designs through the Europe-
an Union’s registration process.

The case (no pun intended) high-
lights the importance for all busi-
nesses, especially cutting-edge
startups, to construct a compre-
hensive and considered IP strategy.
Entreprenuers and executives who
take the view that IP is one of those
dull subjects best left to the pasty-
faced legal team will be playing fast
and loose with possible catastrophe.

In a globalised economy, ideas
are money and protecting them is
vital. And the IP landscape is con-
stantly evolving.

Dealing with the impact of the in-
ternet on infringement of IP rights
continues to be a primary focus of
businesses and their laywers. Nick
Aries, a partner at Bird & Bird, a Lon-
don-based international law firm, de-
scribes the terrain. “The internet has
created an easier and quicker route to
market for counterfeit goods, the abil-
ity to copy and share music and films
on a huge scale, and facilitates illegal
streaming of TV footage including
high-value sports matches,” he says.

“Courts all over the world are hav-
ing to set appropriate boundaries for
measures responding to this, such as
the proper scope of
website-blocking
injunctions ordered

Elsewhere, Pele, still the world’s
most famous former footballer, has
effectively become a brand that he
strives to protect, with the Brazilian
currently suing Samsung over use of
alookalike in an advert.

But he’s not the only one. Pop star
Rihanna recently launched a claim
against high street clothing chain
Topshop over the use of her photo-
graph on a T-shirt. Both cases shine
a light on the efforts of celebrities’
lawyers to invoke laws around the IP
concept of “passing off” to protect
their clients from incidents of false
advertising endorsements.

Looking ahead
into the near fu-
ture, a change in

against internet ™ UK copyright law
service providers.” will herald great-
A rundown of is- ooog er protection for

sues cropping up
in just the last few
months demon-
strates how fast mov-
ing the sector has
become. For exam-
ple, recent research
showed that at-
tempts to trademark

1.4k

applications were made
worldwide in 2015 to
trademark hashtags

Source: Thomson Reuters
CompuMark

industrially
duced designs,
including iconic
furniture. But that
is arguably not
such a welcome
development  for
consumers, who
have grown used

pro-

Twitter hashtags — a

device and phenom-

enon that didn’t even exist adecade ago
- have rocketed.

Some 1,400 applications were made
worldwide last year as companies bid
to protect brand identities on social
media. Examples of the most prom-
inent successful attempts by corpo-
rations to protect hashtags include
#likeagirl, which the multinational
Procter & Gamble has trademarked
for its line of Always female sani-
tary products, and Salesforce, the US
cloud-computing business, which
has trademarked #dreamjob.

to buying cheaper
retro replications
of classic designs.

Lawyers forecast that the reform
will afford designers protection
over their creations at least 70 years
after their death instead of the cur-
rent 25 years. And that means that
several manufacturers will have to
stop making replicas of iconic his-
torical designs, such as the angle-
poise lamp.

On the broader horizon, the Eu-
ropean Commission’s digital single
market strategy will be an impor-
tant issue in the inboxes of business

leaders and their lawyers. Many
proposals for reform are being con-
sidered, potentially affecting the
“liability of service providers for un-
lawful content, which they store or
transmit”, Mr Aries predicts.

The eurocrats are aiming to harmo-
nise mechanisms for rights holders to
take down unlawful content online,
as well as the ability of European con-
sumers to watch their home country’s
online TV services, for example via
Netflix, when travelling abroad.

While the Trunki dispute went
all the way up the conventional
route to the highest court in the
UK, specialist lawyers increasing-
ly suggest that IP cases are ripe for
the alternative dispute resolution
route of arbitration.

“Intellectual property is all about
protecting valuable design and
manufacturing secrets,” says Peter
Flint, head of arbitration at the Lon-
don office of international law firm
Gowling WLG. “The creators and de-
velopers of intellectual property are
increasingly recognising the value
of the confidentiality of arbitration
in resolving contractual disputes.”

Arbitration is also seen as prefer-
able by some lawyers because, with
some notable exceptions, there are
comparatively few specialist judg-
es on the High Court bench. “With
arbitration you get to choose your
arbitrator and that can be very im-
portant when dealing with a dispute
involving highly technical matters,”
says Mr Flint.

Perhaps the next Trunki-style dis-
pute will be argued and decided be-
hind closed doors and in secret.

Share this article online via
Raconteur.net
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COMMERCIAL FEATURE

I[P AND BRAND VALUE

Companies should be specialising in strategic, holistic and
cost-effective approaches to brand protection and enforcement,

What is intellec

Although a difficult process, achieving a r
business success, avoiding possible overy

says Julius Stobbs

Stobbs

value of “brand” has changed

significantly. World rankings show
brand valuations as assets in the
billions - these are the most valuable
assets of many businesses - but it
is not just the economic value that
has changed. In the modern world
brands also carry social value. Brands
have always carried with them the
promise of quality or consistency,
but now consumers expect more
- the brand stands for the ethical,
social, environmental approach of a
company and acts as a sort of guardian
in relation to this behaviour.

| have seen an increase in
understanding in corporates of the
importance of intellectual property
(IP), but it is rare that brand value is
focused on over and above a focus
on technology. Unlike any piece of
tech, the brand has indefinite life, is
what allows a business to stand out
in increasingly crowded markets and
encapsulates the business and all it
stands for to the consumer. And yet it
is often not given the attention that its
value would suggest it demands.

The concept of what makes up a
brand has also broadened. This is no
longer simply a name and/or a logo,
but a combination of these things with
“look and feel”, brand architecture,
tone of voice, typography and even
“personality”, among other things.

For companies specialising in advice
on and protection of brands, this
development makes the task harder.
Traditional IP - trademark, design,
copyright, confidential information
- doesn’t map straight on to this
modern view of brand and this creates
a need for more creative strategies.

I n my lifetime, the role, scope and

Brand protection is no longer about
standard trademark protection - think
about unusual marks (colour, sound,
shape, trade dress), design protection,
domain  strategy, supply chain
management, contractual terms with
suppliers, partners and licensees, and
even enforcement activity. All of this,
and more, goes towards an effective
brand protection strategy.

The proliferation of access to online
marketplaces all over the world, use
of social media, the ability to own and
set up websites and domains easily,
and get in front of consumers without
an expensive physical presence,
as well as the internationalisation
of trade, makes it more and more
straightforward to mimic brands and
do things that can divert trade or
undermine brand value.

66

Brand owners should
enforce their rights
in order to prevent
dilution of the brand
and ultimately retain
brand value

Research from MarkMonitor in 2009
values counterfeit product online at
$133 billion. The issue has grown by
orders of magnitude since then. And it
is not just about product.

Brand owners should enforce their
rights in order to prevent dilution of the
brand and ultimately retain brand value.
However, the volume of problems in

BRAND PROTECTION
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the modern online world makes this
very difficult, especially as traditional
legal approaches to enforcement are
so expensive. This often puts companies
off from trying to deal with the problem.
Instead brand owners need to be as
creative as those running the parasitic
businesses in their efforts to put a stop
to their activity.

But modern technological tools
and platforms help. Companies such
as Incopro and Yellow, for example,
make it easier than ever to monitor
online activity properly, but the
volume of information makes it
difficult to prioritise effectively.
Standard low-level “take-downs” on
marketplaces and domain recovery
techniques are cost effective and a
good start, but do not address real
long-term, underlying issues.

At Stobbs we specialise in
strategic, holistic and cost-effective
approaches to brand protection and
enforcement. This has to start with
a creative and complete approach
to obtaining the right sets of rights.
Many make the mistake of protecting
what is in front of them rather than
asking the question, “What do we
want to use these rights for?”

Enforcement standardisation is key to
keeping costs manageable, but it cannot
be the only approach. Companies should
explore the range of options available.
Cost-effective commercial tools and
standard take-down techniques should
be coupled with proper filtering and
prioritisation of the information to work
effectively. All this needs to be done in
close co-operation with the marketing
and public relations departments.

Companies need to recognise the
growth in importance of brand in
the modern world and not be put off
by what might seem an apparently
unmanageable task. With the right
approach, significant and cost-effective
progress can be made.

Stobbs is a new consultancy firm
specialising in all things relating to
brand protection, management and
enforcement. Stobbs won the 2016
Managing Intellectual Property Award
for Best Trademark Firm in the UK

VALUATION
JAMES HURLEY

im Rea, an experienced

technology investor, has

his fair share of horror

stories from a career spent
working for and investing in ear-
ly-stage companies.

Sometimes these tales involve
the intellectual property (IP) that
entrepreneurs, often mistakenly,
assumed would be the bedrock for
their plans to earn a fortune.

Mr Rea, currently boss of Palringo,
a mobile group messaging business,
recalls helping a hardware-oriented
company, which had been actively
encouraged to patent their work and
by doing so build a portfolio of IP as a
foundation of their growth strategy.

When the scientists who ran the
startup decided to sell the portfolio
to fund a change of direction, they
were in for a nasty surprise. “They
could only realise a fraction of the
perceived value,” says Mr Rea.

The lesson, he says, is “it is easy
to get patents, but not easy to get
patents on things that are [actually
preventing copying] of something
important”.

Dr Justin Hill, a partner at Ols-
wang, the media, telecoms and
technology focused law firm, says
there is a tendency for early-stage
companies, particularly technology
businesses and their investors, to
overvalue IP.

“There is a ten-

sion between eco- “

nomic valuation of
IP-based business-
es and valuations
derived from spec-
ulative investing,”
he says.

“In  early-stage
technology com-
panies, it can be
difficult to set ac-
curate benchmarks
or make concrete
predictions. The value of a patent
depends on the scope of claims -
whether it covers something impor-
tant — and whether it is valid and en-
forceable in practice. It also depends
on alternative technologies.

“The inherent pace and disruptive
nature of the sector makes valuation
of technology assets more challeng-
ing. External influences, like chang-
es in regulatory environments, can
materialise suddenly.

“When valuing IP that otherwise
looks good, it is important to con-
sider the commercialisation risks
properly. For example, it is essential
to also consider the size of company,
pace of growth and rival technolo-
gies, access to capital, the product of-
fering, the barriers to market that the
IP actually provides, to name a few.”

There is a tension
between economic
valuation of |P-based

businesses and
valuations derived
from speculative
investing

——

S,

It’s understandable then that the
risk of undervaluing or overvalu-
ing IP is an occupational hazard
in early-stage businesses. But just
because something’s difficult,
it doesn’t necessarily mean you
shouldn’t do it.

Dr Hill says there are considerable
risks involved in ignoring the issue
altogether. “Startups necessarily pri-
oritise their time and resources, but
all too often, a failure to get to grips
with IP issues means opportunities
are missed or po-
tential risks aren’t
managed effective-
ly and are therefore
allowed to develop
into material risks,”
he says.

“The nature of
IP means it can be
very difficult and
expensive to recov-
er and Kkeep pace

with peers. You
only get one chance
todoitright.

“IP underpins the value of most
technology startups. Companies
should, therefore, identify key IP
and register it early, but also con-
servatively value exactly what
they’ve got.

“An array of intangible assets is
recognised by valuers, but the core
IP for consideration remains trade-
marks, patents, designs, copyright
and trade secrets.”

Dr Hill recommends getting a
simple, low-cost IP audit or “health
check” before formal valuation of
IP so it is understood, for example,
what the immediate sales opportu-
nities linked to these assets are.

Then, an early-stage company
with a handful of rights across pat-
ents, trademarks, copyright, de-
sign and trade secrets can receive a
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tual property worth?

ealistic valuation of intellectual property can be central to
aluation based on speculative investment

valuation for between £5,000 and
£15,000, he says. Larger portfolios
will cost more.

However, Mr Rea says becoming
too distracted by building IP value
in ayoung venture can be as danger-
ous as ignoring it completely.

He cites the example of an ear-
ly-stage company he observed
“charging off with a process that
was going to see them try to get
tens of patents in their space by
simply protecting everything they
could think of, with no thought as
to what value each individual pat-
ent was going to bring”.

Mr Rea calls this the “how high
can we make our stack of paper”
approach, whereby companies end
up hoping people look at the sheer
volume of protection and won’t see
there isn’t much of value at the core
of the business.

“Often startups waste too much
time and money trying to patent
stuff and there are advisers out
there who will happily tell them
it is a worthwhile exercise and ‘it
only costs you $5,000 to get a pat-
ent’,” he says.

This kind of advice should be
heavily caveated because it can
sometimes merely represent the
start of a process “that could take
and cost you quite a bit of money”,
says Mr Rea. Better to have one
valuable patent than scores of du-
bious ones.

Komixx, a production company
which buys options on IP rights for
books to turn them into family and
children’s film and TV shows, re-
lies on identifying the right IP and
then paying a sensible price for it.

Joint chief executive Andrew
Cole-Bulgin admits valuing IP can

be tricky. “It’s about creativity, it’s
about subjectivity and someone’s
trash is another’s treasure,” he
says. “Identifying IP with commer-
cial potential and assessing the lev-
el of investment needed to realise
this is complex, but vital to getting
the valuation correct.

“The metrics we use to add and as-
sess value are unique to every idea
that we look at. For example, we use
trend data analysis often looking
into markets and product trends as
far as two years in advance of where
we are today.

“We also use a lot of data analy-
sis through independent research
companies to help inform us of
family trends and changes to atti-
tudes connected to our audiences.”

Mr Cole-Bulgin points to Ko-
mixx’s recent optioning of rights
from 15-year-old author Beth
Reeks, who writes under the name
Beth Reekles and self-published
her work on Wattpad, the online
writing community.

“With 19 million ‘reads’, we knew
this would be hot property if we
applied a digital strategy to our de-
velopment of the work and kept the
interest from the readers already in-
vested in it,” he says.

“The skill to create valuable IP is
in the initial identification, the re-
search and a clear strategy for the
channels of exploitation.

“Couple this with the under-
standing that the money you in-
vest doesn’t just stop with the ini-
tial acquisition, it will also involve
continued planned expenditure,
then you are well on your way to
delivering valuable returns for
years to come.”

Share this article online via
raconteur.net

DIFFERENT METHODS OF IP VALUATION

METHOD

WHEN/WHY IT’S USED

Valuation of an asset in the early stages of development ‘

/—{ COST-BASED

Cases where there is no market revenue data ‘

Accounting and tax purposes ‘

Valuation for internal purposes

Valuation for IP transactions

Valuation in litigation situations

Trademark valuation

\—{ INCOME-BASED

Valuation for fundraising ‘

\—{ OPTION-BASED

Valuation of an asset in the early stages of development ‘

Sectors of high uncertainty ‘

m—{ QUALITATIVE METHOD

L ()

Internal management decision-making ‘

Source: European IPR Helpdesk
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International
experts 1n
Intellectual

Property

Technology, Media and Telecoms law
firm Olswang is recognised as one

of the few firms to have a genuine
full-service IP capability. We are:

At the forefront of developments
within the law of IP

Adyvisors to some of the world’s
largest companies, handling

their international patent and trade
mark portfolios, as well as their
cross-border litigation

An international office network

For more information, contact:
IPEnquiries@Olswang.com
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:BR

TH | N KBRG C O M Berkeley Research Group

I i =

Euro-changes
aimto simp
patents law

Changes in the law, notably a unitary
European patent and Unified Patent
Court, are set to transform the legal
landscape of intellectual property

PATENTS
JOSHUA ROZENBERG

f you know anything about

protecting your intellectual

property across Europe, you’ll

be aware that you can apply for
a European patent under a treaty
signed as long ago as 1973.

At the moment, though, all you get
under the European Patent Conven-
tion is a bundle of individual nation-
al patents. You still need to validate
those patents in the countries where
you want your invention protected.
That’s likely to involve translation
into the local language as well as
more paperwork and higher fees.

Worse still, if your invention is any
good and your competitors try to
copy it, you have to bring infringe-
ment proceedings in each country
where your intellectual property is
at risk. You may end up arguing the
same case against the same defend-
ants at the same time in different
national courts.

Sometime early next year, all that is
expected to change. Single European
patents will continue to exist but, if
everything goes according to plan,
there’ll be the option of a “European

patent with unitary effect”, popular-
ly known as a unitary patent. It will
have effect in up to 25 countries - all
the European Union states except
Croatia, Poland and Spain. Transla-
tion requirements will be much less
onerous. The cost will be proportion-
ately less.

These reforms will take effect after
13 of those 25 countries, including
the UK, Germany and France, have

66

It’s hard to see how
we could leave the
European Union and
remain in the Unified
Patent Court

ratified an agreement signed in 2013.
In Britain, the necessary secondary
legislation has largely completed its
passage through parliament.
Inventors will still be able to obtain
classic national patents in separate
European countries, which they may
register in as many countries as they

JUDGING THE BREXIT EFFECT

[—
|
Shutterstock

The agreement setting up a
unified patent court is clearly a
European Union treaty. Article
84 says that the agreement is
open for signature, ratification
and accession by any member
state of the EU.

The agreement does not
say, in terms, that it is not
open to non-members or to
former members. But that
must be implicit.

In March, culture minister
Ed Vaizey told parliament that

if we left the EU then the UK
would no longer be in the
Unified Patent Court (UPC).
In that event, he thought it
would be for the government
to decide whether it wanted
to rejoin and for the other EU
states to decide whether the
UK should be allowed back in.

But an opinion from an
EU court in 2011 requires
the UPC to be part of the
EU framework. It follows
from this that non-EU states
cannot be members.

If the referendum results
in a leave vote, the UK would
come under pressure to ratify
the agreement anyway. That’s
because the UPC cannot come
into effect until it has been
ratified by the three EU states
with the largest number of
patents. They would include the
UK until it formally left.
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wish. That would still be necessary if
they wanted protection in European
countries that have not joined the
deal. Alternatively, they can obtain
single-country patents through na-
tional patent offices.

But the most dramatic change of
all will be the launch of a Unified
Patent Court (UPC). This will have
exclusive jurisdiction over disputes
about classic European patents as
well as the new unitary patents. A
single system will make it easier and
cheaper for people to protect inno-
vations and enforce patents against
most of the EU single market.

All this has been a long time
coming, but it was far from easy to
achieve. One problem was that dif-
ferent European patent courts have
developed different approaches. It’s
normal in the UK, France and the
Netherlands to try infringement of
a patent and its validity at the same
time. The Germans dealt with these
issues separately, but this so-called
bifurcation process is not expected
to find favour in future.

As a supranational court, the UPC
will become part of the judicial
systems of the 25 states that have
agreed to join it. However, it will be
possible for patentees to opt out of
the court’s exclusive jurisdiction
during a transitional period. The
new court will have some technical-
ly qualified judges as well as others
who are legally qualified. Recruit-
ment is now under way.

As far as the UK government is con-
cerned, all this is very welcome, not
least because the UK has won a piece
of the action. There’ll be a London
section for the UPC, based at the new
Aldgate Tower on the edge of the City.

We’re not quite at the top of the
tree, though. The appeal court and
the UPC’s registry will be in Lux-
embourg. Below that is the court
of first instance with a central di-
vision as well as regional and local
divisions. The central division will
be based in Paris, with sections
in London and Munich. Paris will
have specialist responsibility for
electronics and other topics. Lon-
don will look after pharmaceuticals
and life sciences. And Munich will
take care of mechanical engineer-
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EU member flags
outside the Euro-
pean Patent Office
headquarters

in Munich

PATENT RENEWAL FEES ARE SIGNIFICANTLY REDUCED UNDER

NEW PROPOSALS (€K)

Under new system

. Under current system
across the 25 member states

20 New
unitary patent
19 renewal fees will

now correspond to
the sum total of the

8 fees currently paid in the
four countries in which
17 European patents are
most frequently validat-
16 ed today: Germany,
France, the UK and
15 Netherlands

|
/

16,065

12 3 4 5 6 7 8 9 10

mn 12 13 14 15 16 17 18 19 20
Years

ing. All of them will be part of a
single multinational court, but na-
tional judges will not be required
to aspire to grey uniformity as each
division is permitted to reflect a de-
gree of couleur locale.

At heart the UPC is an EU court.
Like a national court, it must refer
requests for preliminary rulings on
the interpretation and application
of EU law to the Court of Justice of
the European Union. So it’s hard to
see how we could leave the EU and
remain in the UPC.

For now, though, the prospect for
companies that seize the moment
is a system that will give Europe

Source: European Patent Office

the edge over the United States. It
will have a larger consumer base
of more than 400 million people in
the 25 countries, and a court with
faster and cheaper hearings as well
as procedures designed to discour-
age patent trolls.

It’s not often that a legal affairs
writer can get the words “excit-
ing”, “European” and “patents”
in the same sentence, but doesn’t
that make it an exciting time for
European patents?

Share this article online via
raconteur.net
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PROTECT AND PROFIT

Is your intellectual property policy putting your company at risk?
Does your IP policy maximise potential within your company?

Are too many companies overlooking valuable IP they need to protect?

€ D chapman+co

or most people intellectual
Fproperty and patents in particular

are associated primarily with
major pharmaceutical companies or
those involved in high tech.

But, these days, organisations
from all sectors can find that they
own valuable IP and those who fail
to protect it properly could put
themselves at financial risk. It's
a message that Helga Chapman,
director of chapman+co, a specialist
firm of UK and European patent
and trademark attorneys, which
also specialises in IP strategy and
consultancy, is keen to promote.

“Too many companies still
believe their new ideas simply are
not worthy of patent protection,
that they aren’t interesting or
inventive enough,” she says. “But
very often they’re wrong. Any
company that invests in at least
some R&D or has created a branded
product or service has almost
certainly created some IP. Even
minor improvements to existing
technology can be patentable.”

She points to research by
the UK Intellectual Property
Office (previously known as the
Patent Office) which reveals
that a shocking 79 per cent of
firms did not know, for instance,
that disclosing new technology
before applying for a patent
could invalidate any patent that is
subsequently filed.

Rebecca Dobson, trademark
attorney at chapman+co highlights
another common misconception
that brands should describe the
relevant product. In fact quite the
opposite is true as the strongest
brand names have no indication
of origin and are wholly non-
descriptive - think of Google, Persil

or Shell, for example. Choosing
such distinctive trademarks gives
the owner the opportunity to
protect their IP via trademark
registrations and to create a
stronger barrier of protection
around their brand.

“Reviewing your |P protection
and obtaining expert advice on a
regular basis is essential,” says Ms
Dobson. She argues that decisions
around IP must be taken at board
level to ensure the value of R&D and
branded products can be protected
and not squandered. Advisers
at chapman+co work alongside
companies to establish IP rights and
assist in their commercialisation.
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Too many companies still
believe their new ideas
simply are not worthy of
patent protection

In order to create an effective
IP policy, companies should ask
themselves three questions, Ms
Chapman advises. First, have they
created something new and hence
potentially patentable? Second,
is this IP something that can add
value to their business, for example
by becoming a form of market
disruptive technology? Third, have
they addressed the risk of infringing
IP owned by a third party?

“The bad news is that
mismanaging your IP can cost you
dear,” says Ms Chapman. “However,
the good news is that doing it right,
and protecting your innovations

947

(°) 947
of respondents
think it is
important for
businesses to
understand how
to protect their IP
797

H@B O

of firms do

not know that
disclosing new
technology
before applying
for a patent could
invalidate any
patent filed later

287

of firms check
they are not
infringing other
people’s IP

607%

Q knew about
automaticity
of copyright
protection in
the UK

Source: UK Intellectual Property Office

and brands, is not as difficult as
many people imagine, especially
when expert help is at hand.”

For more information please visit
www.chapmanip.com
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Resorting to law can be a cost]

Litigation can be unpredictable, the financial cost is uncertain and there is also an emotional price to pay if things ge

LITIGATION of its staff in trials of the process at
CHARLES ORTON-JONES the heart of the case meant the pat- TOP 10 MOST INNOVATIVE COUNTRIES
ent had not been confidential. This 95.84 GLOBAL INNOVATION INDEX MEASURES EVERYTHING FROM POLITICS
shows how easy it can be to pick AND INVESTMENT TO ONLINE CREATIVITY AND EDUCATION.
n theory companies ought to holes in patents.” SCORES OUT OF 100
defend intellectual proper- A cost forecast, it is vital to note, 95.44
ty to the hilt. But in practice will not include a number of indi-
there is a word which sends a rect costs. John Coldham, design
shiver down the spine of any po- and brands specialist at lawyers 93.13
tential litigant — costs. In too many Gowling WLG, points to a number
cases the costs of taking action of issues a company needs to fac-
against IP infringement run high- tor in when considering an action. 91.88

er than expected. It’s a variable
which makes any company think
twice about how to proceed.

So what’s going on? And how can
companies make a sensible decision
on when to act, and when to let an
infringement slide?

Theoretically the potential costs
ought to be foreseeable. For small-
er cases the lawyers should provide

There’s abrand cost. “An aggressive
and indiscriminate approach to en-
forcing a brand online can easily
backfire,” he says. “Campaigning
groups such as Greenpeace have
taken on brands like Shell, LEGO
and Kit-Kat, using or misusing their
intellectual property to make a
wider point about drilling for oil or
deforestation. Attempting enforce-
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not sticking to it. the case the entertainment indus-
From this promising starting point try ran against Grokster [software INNOVATION INPUT INNOVAT
things can quickly go awry. A case company] in the United States a SUB-INDEX SUE
may be more complex than at first decade ago. The industry won and

supposed. Hugh Hitchcock is an
IP specialist at DJM Solicitors with
first-hand experience of unexpect-
edly complex cases, including the
action for a small family firm called
Qual-Chem against steelmaker
Corus over a steel treatment process.

That case went to the court of ap-
peal. Mr Hitchcock observes: “Even

Grokster was shut down, but the
judgment of the Supreme Court
provided very specific guidance
on how someone might operate a
peer-to-peer network without in-
fringing copyright.”

The emotional cost of a case
is important to consider. David
Vaughan-Birch, director of Cleggs

GLOBAL INNOVATION INDEX FRAMEWORK

GLOBAL INNOVATION INDEX RANKINGS
SWITZERLAND, SWEDEN AND THE UK HAVE STAYED IN THE TOP THREE FOR THE PAST THREE YEARS

Source: World Intellectual Property Org
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q q q ‘ FINLAND us FINLAND I

up to 18 months, with legal costs even be serious psychological con-
mounting all the while.” sequences such as depression.” ‘ UK NETHERLANDS NETHERLANDS

This is what happened with the Tracey Singlehurst-Ward, head of
Qual-Chem dispute. “IP legislation IP at Hugh James law firm, thinks @ ‘ NETHERLANDS FINLAND us
fmd case law '1s hugcily comp}ex, and it takes six months for priorities ‘ DENMARK HONG KONG SINGAPORE
it’s easy for either side to raise com- to change. Then, she says, “the
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In the case of Qual-Chem v Corus,
Corus claimed that the involvement

essential part of acomplex IP battle.
Mr Vaughan-Birch advises: “Find-
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ly and unpredictable business

t personal - arbitration or an out-of-court agreement might be preferable
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ing effective coping strategies to
deal with these stresses can help
enormously. Unfortunately, most
business people regard such things
with deep suspicion and resort in-
stead to the traditional remedy of
alcohol. In my experience, walking
the dog is healthier, cheaper and
more effective.”

On the other side of the ledger,
there are indirect benefits to taking
action. A reputation for litigious-
ness may deter potential infring-
ers. Letting a case slide, perhaps
because an infringer is small, may
lead to ramifications when a larger
infringement occurs.

Add up all these variables and it’s
easy to see why the move towards
arbitration has such strong support.
Kevin Cordina, IP patent attorney at

Olswang, is adamant that arbitra-
tion should be the priority.

“Litigation should always be the
last resort to bring an infringer to
a settlement,” says Mr Cordina.
“All efforts should first be used
to agree a negotiated settlement
between the parties. Litigation is
expensive and unpredictable and
should only be used when other
efforts have failed.

“Even once litigation has com-
menced, efforts should still be made
to settle and a regular review per-
formed to identify the optimum
time for settlement. It is vital not
to forget the emotional energy and
time that goes into litigation, which
can be more draining than the cost.”

Arbitration requires a cool head.
This is not always maintained by

Source: WIPO/World Bank

aggrieved parties. Jonathan McCa-
rtney, a partner at Haseltine Lake, a
EuropeanIP firm, has seen this time
and time again. “Too often we see

66

Litigation should
always be the last
resort to bring
an infringer to a
settlement

cases where litigation has become
personal,” says Mr McCartney.

“An individual can feel person-
ally aggrieved that their product

has been ‘ripped off” and those
personal feelings can cloud their
judgment. Many litigation cas-
es can and should be settled out
of court, but of course what is
important is finding a mutually
agreeable settlement. However,
this can be hard to achieve when
an individual may feel like set-
tling is losing and they need to
prevail in court in order prove
they are ‘right’.”

The best mindset to bring to ar-
bitration is one of open minded-
ness and creativity. There have
been a number of remarkable set-
tlements to cases achieved with an
open mindset.

John Benjamin, a partner at
law firm DWF, has this telling
tale: “I negotiated a deal in Bra-

Source: WIPO 2015

zil whereby a former distributor
of counterfeit products ended up
being appointed as the official
distributor of the genuine prod-
uct. The counterfeiter had a
highly sophisticated distribu-
tion structure which was in fact
the best way to get the product to
outlying regions.”

When the cost of litigation, plus
the hidden factors and emotional
turmoil are added up, it’s not too
hard to see why the parties shook
hands out of court. Ideally, more
companies, when reflecting on the
true costs of IP litigation, will fol-
low suit.

Share this article online via
Raconteur.net
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Determined hackers pose a growing risk

Cyber theft can be an easy way to steal valuable secrets with sometimes devastating effects, so organisations
must remain vigilant against an increasing threat

CYBER SECURITY
CATHERINE BAKSI

hock waves from the tsuna-

mi of the biggest personal

data hack, into Panamani-

an law firm Mossack Fonse-
ca, are still hitting politicians and
celebrities worldwide. Believed to
have been orchestrated at the be-
hest of the US government, it is but
one of an almost weekly assault on
organisations’ digital data, joining
the line-up which already included
the likes of Carphone Warehouse
and Ashley Madison.

But for many businesses, it is the
growing threat that cyber crime
poses to the security of not their
personal or customer details, but to
their intellectual property or IP.

Robert Williams, partner and co-
head of the London IP group at law-
yers Bird & Bird, says: “The value of
intangible assets is such a signifi-
cant proportion of a company’s mar-
ket value these days that it is critical
to protect.”

A 2015 report from US consultants
Ocean Tomo reveals that the av-
erage intangible asset value of the
Standard & Poor’s top 500 firms is
84 per cent.

Theft of IP is a growth industry,
providing good returns at low risk.
And the impact on those affected
can be devastating to their reputa-
tion, profitability and survival.

Beyond the loss to the individual
companies, Ed Lewis, partner spe-
cialising in cyber, data and privacy
at Weightmans, says IP crime has a
wider impact on innovation and on
the ability of western companies
that are frequently
the targets, to sell
their goods at a
competitive price.

“It has a direct
impact on the GDP
of western econo-
mies, but people do
not make the mac-
ro-economic link,”
he says.

Estimating the
cost to business-
es is tricky, as most incidents go
unreported. A report from US
global computer security software
company McAfee estimated that
high-income countries lose on av-
erage 0.9 per cent of their GDP be-
cause of it.

But, says Mr Lewis: “You need to
take the statistics with a pinch of
salt as the scale of the problem is
more significant than they suggest.”

It is not a new phenomenon, but
the internet has made it easier, and
methods have become more sophis-
ticated and harder to detect, says
Michael Edenborough QC, IP barris-
ter at Serle Court chambers.
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“In the old days, you had to phys-
ically break into an office and steal
or photocopy pieces of paper. Now-
adays you can be sitting in Romania
and hack into a computer in Austral-
ia,” he says.

The threats come from three main
sources - external, internal and
bad or old IT that means your sys-
tems lack resilience — says Stewart
Room, partner and global head of
cyber security and data protection
at PwC Legal.

The insider threat is commonly
employees exhibiting Laurel and
Hardy-style cyber security. With
“fat-fingered neg-
ligence” they send
an e-mail to the
wrong person or
accidentally open
contaminated
message, says Mr
Room.

There may also be
motivated insiders,
who are disgrun-
tled, have criminal
intent or see them-
selves as whistleblowers.

Externally, hacks can be from
organised criminal gangs. It is far
easier and safer to steal trade secrets
than it is to smuggle heroin, and the
penalties if you get caught are lower,
observes Mr Edenborough.

There are those in the hacking
community who do it just to show
that they can; hacktivists, who do
it to further an agenda. Then there
is the most sophisticated of all,
state-sponsored industrial espio-
nage; hacking that is sanctioned
and funded by nation states in or-
der to get technology from more ad-
vanced countries.

Surveillance state whistleblower
Edward Snowden claimed Chinese
hackers had stolen Pentagon blue-
prints for the F-35 stealth fighter jet,
similar in design to the subsequently
built Chinese J-31. Chinese officials
denied the allegations and the Pen-
tagon admitted breaches, but said no
secret information had been taken.

North Korea dismissed the notion
that it played a hand in the Sony
hack in retaliation for its release of
the film The Interview, depicting a
fictional assassination of North Ko-
rean leader Kim Jong-un.

The techniques to gain a foot-
hold in targeted organisations are
manifold, says David Kennerley,
senior manager for threat research
atonline security experts Webroot.
They range from opportunistic
“phishing” e-mails containing ma-
licious files, to e-mails pointing to
websites that fraudulently collect
login credentials.

Tom Phipps, a partner in the IP
team at law firm Ashfords, adds
“man-in-the-middle” attacks where
the attacker secretly intervenes in
communications between two par-
ties who believe they are directly
communicating with each other.

Other methods, says Mr Kenner-
ley, require more planning. For
example, “watering hole attacks”
where a website that employees are
known to visit regularly is com-
promised with the intention of
serving malware to the employees
through the site.

“The initial aim of any attack is
usually to obtain login and network
credentials or run malware with re-
mote access capabilities, so it can be
controlled from another location,”
he explains.

Getty Images

Most commonly, hackers target a
link in a company’s supply chain,
usually a trusted partner, on the ba-
sis that their security may be weak-
er, says Andrew Beckett, managing
director of cyber and investigations
at Kroll.

In the event of a serious breach,
the initial impact will be the “organ-
isational chaos and distress” feltata
human level, says Mr Room.

“The stress levels are truly awe-
some in a serious case. I've had peo-
ple at their wits end, in tears and
who haven’t slept for days,” he says.
“Everything you have to do after a

China denied
accusations that
hackers stole
Pentagon blue-
prints for the F-35
stealth fighter jet,
similar in design to
the Chinese J-31
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breach will be so new - calling the
police and dealing with the regula-
tors and angry business suppliers.
The peculiarities, uniqueness and
novelty of it have a massive strain
on the mind.”

And when the worst happens,
says Mr Phipps, you must have
plans and procedures in place to
respond and mitigate the impact,
including a strategy to minimise
adverse press coverage.

The rise of mobile working and
reliance on cloud computing height-
ens risks and increases the need to
minimise threats. Mr Room advises
first understand what is important
to you and what is IP.

Thorough risk assessments, and
robust policies and procedures are
essential, Mr Phipps adds.

While Mr Kennerley advises or-
ganisations to build a comprehen-
sive “living” security strategy, keep-
ing abreast of industry information
and security bulletins, and follow-
ing best practice.

“Security and IT staff need be
trained in how to maintain and
manage any deployed systems;
they need to understand the alerts
and log information, and to act ap-
propriately when abnormal behav-
iour is detected, as well as regular-
ly testing their incident response
plan,” he says.

But technology is only part of the
solution. What is required is a com-
bination of internal systems, moni-
toring and, crucially, education to
ensure all staffunderstand the risks.

Kroll’'s Mr Beckett recommends
companies write security stand-
ardsinto contracts, either informa-
tion security standard ISO 27001,
published by the International
Organization for Standardization
and the International Electrotech-
nical Commission, or the Cyber Es-
sentials Scheme, developed by the
UK government.

In addition to firewalls and appro-
priate security systems, IP barrister
Mr Edenborough says companies
may have two computer systems
- one linked to the internet and an
intranet that can only connect to
the internet through an authorised
gateway or is entirely isolated.

He also suggests companies hire
“poachers turned gamekeepers”.
“I'd expect organisations of any size
to a have a dedicated internal an-
ti-fraud unit, staffed by a mixture
of legitimate scientists and former
police officers, and people of a less
transparent background,” he says.

However, Mr Edenborough con-
cludes: “Whatever you do, there is
very little that the determined per-
son can’t get.”

Share this article online via
raconteur.net
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Trademarks and intellectual property play a vital role in developing brands,

/)

Understanding the true economic
value of trademarks

promoting competition, driving economic growth and protecting consumers

66 Every day billions of

people are engaging
with brands and trademarks.
You can easily be exposed to
thousands of brands on the
way to work alone. Yet most
people are unaware that un-
derlying a strong brand is a
strong trademark.

Lack of knowledge between
the correlation of brands and
trademarks is one of the pri-
mary reasons why trademarks
are often misunderstood by
the public at large. Trade-
marks are one of the most
valuable “intangible” assets a
company owns — they can be
confusing. We need to demys-
tify trademarks and the role
they play in the development
of brands and the protection
of consumers.

ETIENNE SANZ DE ACEDO

We also need to encourage
lawmakers worldwide to pay
closer attention to trademark
matters, and raise the pro-
file of trademarks and relat-
ed intellectual property (IP)
to business, consumers and
global trade.

What is a trademark? It is
a legal right. It is any word,
name, symbol or device (or any
combination) that identifies
and distinguishes the source of
the goods of one company from
those of others.

For consumers, trademarks
help to promote freedom
of choice, and enable quick
and safe purchasing deci-
sions. They also fuel com-
petition, drive innovation
and play a critical role in
consumer protection.

International Trademark Association
Chief executive

IP-inten-
sive in-
dustries
-  those
having an
above-av-
erage use
of IP rights
per employ-
ee - support
millions of
jobs across multi-
ple sectors. Moreover,
these jobs have notably higher
wages than those in non-IP in-
dustries — 40 per cent higher in
the EU and 42 per cent higher

in the United States.
These were the findings of
separate studies published

by the EU and US IP Offices
in 2013 and 2012 respectively.
The same studies found that

IP-intensive
industries
accounted
for 39 per
cent of the
EU GDP
(worth €4.7
trillion)
and 34.8 per
cent of US GDP
($5.06 trillion).
While consumers
are not usually think-
ing about how trademarks are
informing their purchasing de-
cisions, they are increasingly
brand conscious. Consumers are
also demanding greater trans-
parency and social responsibili-
ty from the brands they buy.
A recent Gallup poll report-
ed that “consumers will give
more money to the businesses

they feel emotionally connect-
ed to”. Today, shoppers wish
to engage the brands they sup-
port. They also expect more
from brands as corporate cit-
izens.  Over
half the con-
sumers sur-
veyed in a
2014 Nielson
Global Survey
on Corporate
Social Respon-
sibility chose
to buy from
brands that
demonstrat-
ed a commit-
ment to positive social and en-
vironmental impact.
Trademarks protect consumers,
provide endless opportunities to
promote and encourage innova-

66

We need to
encourage lawmakers
worldwide to pay
closer attention to
trademark matters

tion and ideas, increase jobs and
fuel global economic growth.
Trademarks also provide the legal
framework for a strong brand.
Consumers’  affinity to
brands pro-
vides an op-
portunity for
education
about trade-
marks and IP.
At the same
time, it is cru-
cial that our
lawmakers
value IP when
looking at
issues such as
counterfeiting and enforce-

ment, innovation-incentive
regulations, con-
sumer  protection, 99

and the economy.
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Car patents shift gear on a bumpy road

While car manufacturers are protecting more of their commercial secrets, they are also going public to
collaborate on some key design strategies

AUTOMOTIVE
LEO KING

t is a ferocious era of devel-

opment for the car industry.

The rise of electric cars and

hydrogen fuel cells, and the
race to build connected and driv-
erless vehicles, are leading to a
transformation in how and when
ideas are protected.

General Motors (GM) chief exec-
utive Mary Barra predicts the car
sector will “change more in the
next five to ten years than it has in
the last fifty”, and the US Center
for Automotive Research says the
trade is effectively becoming a
software industry.

In such an environment, compa-
nies are fervently protecting their
intellectual property (IP) and in
2013 the automotive sector rose as
high as third in a Thomson Reuters
report on patent filing, only trailing
IT and telecoms.

Nevertheless, car manufactur-
ers have had to share some of their
designs to speed up adoption. Re-
alising they are not the only major
players in their industry, they have
also begun co-developing with tech
specialists.

The most radical change for car
IP has been in green propulsion,
either from batteries or hydrogen.
This area, the largest for patent fil-
ing, is witnessing extensive shar-
ing of ideas.

Two years ago, electric car man-
ufacturer Tesla announced it was
making public nearly 200 battery
patents, in the face of less than 1 per
cent of rivals’ car sales being elec-
tric. Founder Elon Musk claimed a
need to remove the delay to electric
cars’ success.

Opening the patents was a shrewd
move. Tesla positioned itself as a top
specialist and its revenues will grow
with more electric cars on the road.

01

Tesla made nearly
200 battery patents
public two years
ago to encourage
progress in the
electric car market

02

Toyota, the world’s
largest car patent
filer, made nearly
6,000 hydrogen
fuel cell patents
publicin early 2015

S
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The company spurred a major
response. Last year, Ford opened
approximately 650 electric car pat-
ents and 1,000 applications, making
them available for a fee. The ideas
include battery life technology and
asystem to teach efficient driving.

Both companies are pushing a ma-
jor opportunity. Tesla, however, is
also defending its battery-orientated
ideas as Japanese automaker Toy-
ota, with which it had worked, has
been moving towards the competing
green power source hydrogen.

Seven months after Tesla’s an-
nouncement, Toyota, cited by the
Thomson Reuters report as the largest
car patent filer, made its position clear.
It opened up nearly 6,000 hydrogen
ideas, for free. The Japanese giant in-
sisted that “unconventional collabora-
tion” would push hydrogen’s growth.

Despite the rise of green technol-
ogy, the continued dominance of
petrol-powered cars is creating an
awkward patent stance between
companies. They are less keen to
share ideas based on generations of
prior invention.

Manufacturers are under in-
creasing pressure to meet tough
emission targets and this has the
potential to change their mindset.
By 2025 cars in the United States
will need a fuel efficiency of 54.5
miles a gallon. The UK is among
European nations insisting that
from 2050 only zero-emission cars
can be sold.

Volkswagen and Mitsubishi fa-
mously cheated emissions tests.
But across the industry, designs for
a genuinely efficient small engine
petrol car are high in number.

Propulsion patents soared to
12,000 in the five years to 2014,
according to Thomson Reuters. In
fuel economy, Hyundai was the
top patents filer, having grown
the most quickly. The number of
patents secured by the compa-
ny was followed by Ford with its
much-touted EcoBoost engine. GM
and Toyota were next.

The rising interest in connected ve-
hicles is equally spurring more patent
applications. GM and Hyundai are
particularly active in protecting their
designs, and Ford is encouraging em-
ployees to build prototypes; last year
its staff submitted several thousand
inventions for consideration.

Meanwhile, the technology’s
complexity is
driving a need for
collaboration be-
tween connected
tech experts as
its scope spreads

00

Manufacturers
and coders remain

There are serious threats to the cars,
which are effectively computers carry-
ing passengers, and there are also risks
tothe mass of data collected from their
use. There is sure to be a substantial
rise in security designs and patents.
But it is with the race to develop au-
tonomous, or self-driving cars, that
there is the most rapid patenting. As
many as 22,000 inventions of this
type were protected in the five years
to 2015, Thomson Reuters notes.
Contrary to popular belief, the
traditional car manufacturers are
protecting far more inventions than
their Silicon Valley competitors.
Toyota leads, at 2,000 patents in
the five years to 2015. It is followed
by industrial technologist Bosch,
then Hyundai and
Denso, the world’s

largest maker of car
parts.
GM, in fifth,

made the greatest
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SNS Research esti-
mates that the op-
portunity for these
connected vehicle services will be
worth more than £27 billion by the
end of the decade.

Connected cars depend on inte-
gration with city environments and
mobile phones, so system interfac-
es are being carefully opened up to
other companies.

Car manufacturers are increas-
ingly doing deals with telecoms
firms around mobile internet, the
most urgent feature. There are also
tie-ups with technology makers,
such as Toyota’s link with Micro-
soft, a union that aims to connect
cars with wearable devices and to
interpret drivers’ needs.

Security technology is paramount.

AUTOMOTIVE INVENTIONS BY PUBLICATION YEAR
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collaborate

where it sees sub-
stantial potential.

IT firms are creat-
ing impressive software, but are not
yet able to mass produce a car. Goog-
le, the top such company to feature
in the patent list, is back in 26th.

Google recently exhibited a clear
sign that it requires manufacturing
support, agreeing a deal with Fiat
Chrysler for autonomous minivans.
The move is expected to be the pre-
cursor to similarly clever cars.

Apple, while hotly rumoured to
be creating a self-driving car, has
not officially partnered with an
automotive manufacturer, though
Tesla is often cited as a potential-
ly similar-minded sidekick. In the
meantime, earlier this month it
invested $1 billion in China’s dom-
inant rival to Uber, ride-sharing
app Didi Chuxing.

Manufacturers and coders remain
dwarfed by the scale of the self-driv-
ing mission, and they know they
must collaborate. This requirement
is transforming how the industry
will turn ideas into a buyable reality.

More broadly, across the many areas
of car IP, patent strategies differ enor-
mously. But there is a strong trend to-
wards increased collaboration.

For concepts with less certain
uptake, making designs public
can fast track development and
adoption. The approach of each
manufacturer, of course, will de-
pend upon what best motivates
customers to buy.

Share this article online via
Raconteur.net
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TURNING UP THE VOLUME ON
A QUIET REVOLUTION

While intellectual property professionals have long been a major force in the creation of value through innovation for businesses
across many sectors, their own industry has been somewhat slower to embrace innovation and change

transformation that is turning up the

volume on a quiet IP revolution.

In times gone by, IP was often
regarded as a back-office business
support function by the C-suite. Detail
driven and heavy on paperwork, IP was
often perceived as an uninspiring but
necessary corporate house-keeping
function. IP is now being rightfully
catapulted to the top of the boardroom
agenda and putting the work of IP
people under much greater scrutiny.

The assets in today’s IP portfolios
are managed and traded in a way
that makes them the currency of a
burgeoning ideas economy. The pace is
faster, competition is more intense and
the stakes are higher in IP than ever
before. Little wonder that recent and
extensive research undertaken by CPA
Global shows an industry of experts
calling out that the biggest recent
change in the IP industry is the pace
of change itself - fast accelerating and
totally unrelenting.

I nnovative technologies are driving a

CORE CHALLENGES

Talking to a broad cross-section of
global IP practitioners and opinion
formers, CPA  Global's  survey
evidences a set of shared pain points
in modern IP management. Divergent
systems, a lack of standardisation, ever-
intensifying pressure on resources
and scrutiny on results are all cited as
typical headaches faced by corporate
IP departments and the law firms that
serve them. All evidence points to the
fact that it’s time for a game-changing
shift in approach.

SHARED AMBITIONS

The research suggests that IP
professionals are looking for support
across the entire IP life cycle. They want
software, services and information
that can foster IP collaboration and
value-creation across the full breadth
and complexity of their organisations.
They are looking for simple, seamless
solutions that deliver enhanced visibility
and support better, more joined-up
workflows and communication that
make the business of IP management

easier and altogether more effective.
Moreover, they want to see information
management that is better integrated
and combines internal and external
data and insight to support smarter IP
decision-making.

Unsurprisingly, IP  people see
technology as the lynchpin that will
transform working practices, making
the business of IP simpler, faster and
more conducive to achieving real-
time results. But they also recognise
that IP will always be a people
business, where codified knowledge,
experience and intuition have a role
to play. Thus technology must play
an important, but empowering role
in the delivery of next-generation IP
management excellence - connecting
people, processes and information in
new and agile ways

MULTIPLYING IP VALUE

The  wish-list  for  professionals
describing the future of IP is extensive
- simple, intuitive, joined-up products
and services; information at their
fingertips; expert resources on tap
with broad and deep knowledge that is
easy to access and apply. Product and
service synergies from a single supplier
that multiply the value IP departments
are able to deliver. Partners that help
to create clear competitive advantage
at a pace which puts practitioners well
ahead of the game.

Evidence  suggests that IP
professionals are already shifting
their focus in response to market
pressures. Last year, Innography, CPA
Global’s innovative information and
analytics division, asked customers
how they were using their products.
Back in 2014, patent portfolio
management, licensing, and research
and development were top priorities
for the application of IP insight. But
by 2015, competitive intelligence, a
business-focused use case, had jumped
to the top of the leader board. Mergers
and acquisitions, and other business-
focused use cases, had also increased
dramatically.

But what is driving this change to
business-focused use cases? In short, it
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With a 45-year heritage
and unmatched scale and
scope across a trusted
global network, no one is
better equipped to deliver
end-to-end support and
unlock the true value of IP

is the increasing threat of competition
across almost every industry, driven
by technology convergence and the
explosion of information in the public
domain. Moreover, globalisation and
the growing strength of China in the
world economy may be delivering
new market opportunities, but these
come hand-in-hand with a body of
patent data that is growing at an
unprecedented rate.

Organisations are having to respond
quickly. Change is no longer an option,
it is clearly a necessity. Herein lies the
burning platform that is forcing the
IP revolution to the front pages and
front of mind for C-suite executives
the world over.

TAKING ACTION

CPA Global’s chief executive Simon
Webster explains the action his
organisation is taking based on the
project outputs. “Our recent research
has taken us closer to our customers
than ever before” he says. “They've

expressed their aspirations for the
future of IP and we've heard them
loud and clear. We've relaunched our
global business on the strength of the
insights we’ve gathered and we've re-
engineered our portfolio to deliver an
altogether better connected, integrated
and collaborative experience.

“For us this is a transformation that
has been some time in the making. With
a 45-year heritage and unmatched
scale and scope across a trusted global
network, no one is better equipped to
deliver end-to-end support and unlock
the true value of IP. Analysing more
than four million patent updates each
week, we have our fingers firmly on the
pulse of information in a fast-changing
marketplace, which means we're well
equipped to lead our industry to the
next level.”

A closer look at CPA Global
reveals that the business is certainly
positioned to deliver on this promise.
The organisation has been building
capability significantly in recent years.
In 2014 they acquired leading search
experts Landon IP and brought IP
information innovators Innography on
board in 2015.

Now, under a single, global brand,
the business offers a product suite of
software, services and information
to support the entire IP life cycle,
presented as much-needed help and
support for IP professionals looking to
play their part in an IP revolution.

For the full report The Future of IP, visit
cpaglobal.com/future
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From Star Wars to Shopkins

Buying and selling intellectual property rights in lucrative merchandising deals can be a win-win proposition

MERCHANDISING
TOM PHILLIPS

rom iPhone cases to Christ-
mas decorations and meat
grills, merchandising is a
blockbuster business that can
turn intellectual property into gold.

Global retail sales of licensed
merchandise and services reached
$241.5 billion in 2014, generating
royalty revenue for IP owners of
$13.4 billion, according to the Inter-
national Licensing Industry Mer-
chandisers’ Association. Famous
brands such as Disney, with its slick
licensing operation, made up a large
proportion of that figure, earning
hundreds of millions of dollars from
the sales of consumer goods.

But it’s not just Star Wars and the
like that can benefit from leverag-
ing IP; anyone with IP assets should
be considering what sharing their
brand could do for the bottom line.

There are two sides to the licensing
industry: those who own IP rights
and sell them for use on goods and
services; and those who buy rights
to use on goods and services. The
purpose is largely the same for both
- to raise revenue - but there are
other benefits too.

Generally speaking, an IP owner
licenses its brand into new areas in

exchange for royalty payments (li-
censing out), while the licensee ex-
ploits the popularity of that brand
in order to shift units (licensing in).

For some cash-cow brands there
is almost no such thing as a bad
licensing deal (Downton Abbey
curtains, anyone?), but most need
carefully to manage who they sign
deals with and where their precious
IP ends up. Paired with the wrong
product or service and a brand’s
reputation can take a serious hit. A
carefully crafted deal, however, is
well worth the effort and mutually
beneficial for both sides.

Product manufacturers know that
an affiliation with an established
brand can give them the edge and
will leap at the chance of partnering
with a movie, TV chef or even a fa-
mous landmark.

“Revenue is a very important part
of why a licensor would license out
their IP, but not the only reason,”
explains Kelvyn Gardner, managing
director of the International Licens-
ing Industry Merchandisers’ Asso-
ciation in the UK. “Licensing into
areas outside the core product also
helps to protect the brand.”

Joel Smith, head of trademarks
and brands at law firm HSF, regular-
ly structures such deals.

“It’s very common,” he says.
“There are lots of advantages and it’s

GLOBAL RETAIL SALES OF LICENSED MERCHANDISE
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relatively lucrative if a product does
well. There are very few companies
that want to open local subsidiaries
with local employees and manufac-
turing facilities themselves.”

The IP division of a business used
to be seen as purely enforcement,
protecting the company trade-
marks, patents or copyright, but
now it can be a hub of opportunities
for a business to grow, diversify and
pick up lucrative royalty fees.

The trend in favour of creatively
licensing out IP has driven a shift
in boardroom attitudes towards
in-house lawyers. A more proactive
approach is the now the norm, in-
cluding establishing licensing arms
within the business and employing
licensing officers tasked with ap-
proaching potential partners.

“A lot of businesses have moved
from knowing about their core
IP assets to realising everything
they own that has IP protection
could be a source of revenue, so IP
is seen as a profit centre,” says Mr

Smith. “Companies that received
unsolicited requests would have,
historically, been ignored, but now
people think, ‘there’s an opportu-
nity there’.”

The best approach is to create a li-
censing strategy from the very start.
If a brand takes off, it can pay divi-
dends later on, leaving the company
to concentrate on the day job.

As Matthew Sammon, UK head
of trademarks at Marks & Clerk, ex-
plains: “Securing trademark protec-
tion at the beginning of a brand’s life
cycle is important for the growth of
any business, but it has to develop as
your business grows.

“If you have trademark protection
in place for potentially merchandis-
able products, you can license out
the trademark rights for a royalty
fee, and let others take on the ex-
pense and work of manufacturing,
advertising and selling the actual
merchandise.”

Reacting quickly to ensure your
trademark protection matches your
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Disney generated
$4.5 billion in
annual consumer
product sales
last year, helped
by merchandise
licensing from
movie franchises
such as Frozen
and Star Wars

expansion plans is essential, advis-
es Mr Sammon, both in terms of the
countries where your mark is reg-
istered, and the types of goods and
services it is registered against.

Registering a brand in all 45 trade-
mark classes costs a lot of mon-
ey and many of them will go un-
used. However, leave out a class and
the business may discover people
piggy-backing on its IP, forcing cost-
ly litigation further down the road.

Rolls-Royce is unlikely to make
a vacuum cleaner any time soon,
but that could leave the door open
for another company to launch
“Roller Royce” and get away with
it. IP chicanery of this sort could
be stopped by trademarking the
brand for use in vacuum cleaners,
then licensing out the mark to a
specialist manufacturer.

The cash generated by licensing
can also be essential to growing a
business’s core products. A compa-
ny can continue doing what it does
best, while in the meantime earning
significant passive revenue.

There are some IP owners who li-
cense out for more subtle reasons.
You wouldn’t expect tyre maker
Michelin to run Michelin Lifestyle,
side project licensing footwear
and bicycle accessories. Or, in-
deed, the world’s most famous res-
taurant guide.

“What the licensing programme
does for Michelin is allow its brand
to be exposed to the customer far
more regularly than would be the
case if it only came up in that two-
to-three-year period when they
have to buy new tyres,” says Mr

'nterested Iin People

Looking for lawyers who remember that your business is the hero, not them..?
Let Wood IP - the firm awarded Eest Trade Mark and Design Attorney (UK) 2016 - be your guide
throughout, helping you grow, defend and succeed. Let us be Yoda to your Luke

AATA /‘)Mb -ip.com/times to learn more, register for updates and our (free!) guide to IP
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and Frozen

COMMERCIAL FEATURE

NEW PATENT
JUDICIAL SYSTEM IS5
A REVOLUTION

CASE STUDY: ANGRY BIRDS

Rovio
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It is a huge success story. A
mixture of our feathery friends,
evil pigs and seriously satisfying
game mechanics that, for a
while at least, was the world’s
most popular game.

But the company behind
the smartphone legend and
now blockbuster movie Angry
Birds was just as adept at
creating a licensing business
worth hundreds of millions
of dollars. Finland’s Rovio
Entertainment initially applied
for an international trademark
covering a small range of
products in 2010, a year after
releasing its first game.

For cost reasons it made
sense to apply for relatively
narrow protection to begin
with, but when the brand went
viral and myriad merchandising
opportunities appeared, a

wider scope of protection was
needed, and in 2011 it expanded
to 17 classes, encompassing a
vast range of goods, from bags
to rugs and jewellery.

Few entertainment
companies like Rovio have
in-house clothes or stationery
manufacturing facilities, so
licensing out the brand to other
manufacturers and charging
them royalties for products
bearing the Angry Birds brand
was a sensible move.

For the licensee, “licensing in”
can give your goods an edge
over competitors. “Licensing
in a famous brand like Angry
Birds can provide merchandise
manufacturers with a great
commercial opportunity,” says
Matthew Sammon, Marks &
Clerk UK head of trademarks.

“If they can approach a
retailer with the prospect
of supplying branded
merchandise, it opens the door
for more supply contracts
further down the line. They
may even be able to secure
deals to supply their own
branded goods to the retailer
off the back of a deal to supply
licensed merchandise.”

Gardner. The aim is to cement the
Michelin name in the mind of the
consumer ready for that time when
tyres are needed.

Mr Gardner believes every brand
in the world can find some consum-
er goods or services to license to
and equally con-
sumer goods or

services can al- “

ways find an estab-
lished brand that
would add value.

The rules work for
anyone who owns
IP; however, a brand
needs to achieve
some degree of pub-
lic awareness before
a manufacturer is
likely to pay atten-
tion.

“A smaller brand
won’t have the
same degree of
brand power,” Mr
Gardner concedes.
“However, it’s not impossible by
any means, if you can get in front of
enough consumers then the mar-
ket can almost create itself and re-
tailers will buy into the product in
reverse — they may hear a ground-
swell of popular opinion is look-
ing for something then approach
the manufacturers.”

You can license
out the trademark
rights for a royalty
fee, and let others

take on the
expense and work
of manufacturing,
advertising and
selling the actual
merchandise

Shopkins is a good example. If
you know any girls under 13 then
you have probably already heard
of the grocery-inspired collectable
toys (think a chocolate bar with a
cute face). If not, then all you need
to know is that some of the rarer
figurines are trad-
ing on eBay for
£200 a pop.

The brand came
from nowhere to
become the num-
ber-one selling toy
in the United States
last year, helped
by a large range of
licensed goods. It’s
currently one of the
most licensed girl
products in the UK,
slogging it out with
Disney’s Frozen.

“Things can take
off really quickly
if someone tweets
[your brand] or
a celebrity endorses it,” HSF’s Mr
Smith concludes. “You’ve got to be
prepared to take advantage of that
and get it out other markets, which
may not be your nearest one.”

Share this article online via
raconteur.net

It has been a long road to a more unified EU patent protection
system. Now the current momentum could lead to better
enforcement and more innovation across the Continent, says
Wouter Pors of lawyers Bird & Bird

Bird &Bird

of the law that is international

by nature. Since IP rights are
intangible, they cannot be restricted
by borders. Many trademarks have
earned international renown.

Patents are territorial  rights
protecting inventions in selected
countries and they are often chosen
strategically in order to achieve almost
global coverage.

Recent shifts towards a more
unified patent protection system are
creating fresh momentum. In order
to understand their magnitude it’s
important first to reflect upon the
effect of changes up to this point.

The initial efforts aimed at
harmonisation of national IP laws really
did not create substantive law at a
supranational level. But an important
step was made with the European
Patent Convention of 1973, which
created a law on the validity of patents,
but not on the scope of protection.

The substantive change was the
creation of uniform European Union
rights, such as the EU Trade Mark,
the Community Design Right and
the Community Plant Variety Right.
For these rights, both validity and
scope of protection were taken to the
supranational level.

But this left a major downside. All
these rights still have to be enforced
through national courts. Due to the
case law of the Court of Justice of
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the Unified Patent Court, 2016

the European Union, Europewide
decisions on patents are only available
in exceptional cases.

Worse  still, though EU-wide
judgments are available for uniform
rights and most cases are handled by
the more experienced courts, they
may also be granted by inexperienced
national courts that hardly ever
handle IP issues. Uniform application
is also far from guaranteed.

Numerous efforts have been
made to solve this, and to create a
supranational patent court that would
handle infringement and validity in
first instance and on appeal.

This only became a feasible reality
with the decision to start with a
number of EU member states that
were prepared to do this through
enhanced co-operation within the EU
framework, meaning the new court
would not be an EU institution. Their
numbers rapidly grew, which resulted
in the signing of the Unified Patent
Court Agreement in February 2013.

60

The Unified Patent
Court will have its own
supranational substantive
and procedural law,

and will finally create
uniformity in patent
protection for Europe

The Unified Patent Court (UPC)
is being set up as a co-operation
of 25 out of 28 EU member states,
with divisions in at least 14 cities
across Europe. It will predominantly
consist of experienced patent judges
who will sit on multinational panels.
It will have its own procedural law,
developed by an expert group of
patent judges and litigators.

This is the revolution. The UPC,
scheduled to open for business
in spring 2017, will have its own
supranational  substantive  and
procedural law, and will finally
create uniformity in  patent
protection for Europe.

Wouter Pors

Patner, head of Netherlands IP group

At the same time, a unitary
patent is being created, which
will be a uniform right for the 25
countries, based on the normal
prosecution of a European patent
application by the European Patent
Office. This combined system may
well create an additional boost for
innovation in Europe.

This, of course, raises the
question of what the next step will
be. It would seem logical to create a
similar system for the enforcement
of the EU uniform IP rights and
indeed the first discussions are
now being started.

A good way to achieve this would
be to expand the jurisdiction of the
UPC to these EU rights, benefiting
from the extensive experience
and wide support that has
been accumulated.

The best solution would be to bring
this to a truly EU level, which would
require that the three last member
states - Croatia, Poland and Spain -
also join. The UPC experience shows
that setting up such a system can
happen within five years once the
commitment is there.

This is an exciting prospect, which
will further increase the value of IP
rights. Obviously, IP rights owners
should stay informed and get involved
in the changes.

For more information please visit
www.twobirds.com
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