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CHAPTER 1

Introduction

Why Do the Executive and Entrepreneur
Need to Understand Intellectual Property?

There are two principal reasons why executives and
entrepreneurs need to understand intellectual
property. The first is lost opportunities. There are
many opportunities in any business to increase
profits and value by proper utilization of intellectual
property laws. The second reason is survival.
Infringement of another person’s intellectual
property can be disastrous, at minimum costing
thousands in legal fees, and with the all-too realistic
possibility that a business can be shut down.

The following scenarios are real-world examples
of these two reasons, showing how proper protection
of intellectual property rights can work to your
benefit.

Scenario 1: Monetizing a New Invention

Two inventors developed a new sample device for
extracting pollutants from water for water-testing
purposes. They mortgaged their homes to be able to
manufacture the product. The leading distributor of
such devices agreed to distribute the product and
would pay a significant bonus if patent protection
was obtained. It was, and the bonus helped pay off
the mortgage.
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What Is Intellectual Property and What Does
This Book Cover?

Under U.S. law, anyone can legally copy anything,
unless it qualifies for protection under intellectual
property law. The following types of protection are
available:

e Patents (Chapter 2)
Trade secrets (Chapter 3)
Trademarks (Chapter 4)
Copyright (Chapter 5)
Agreements prohibiting competition
(Chapter 6)

Each of these will be discussed in this book.

One way to profit from intellectual property is to
license it to a third party, or take a license from
someone having intellectual property. Licensing is
discussed in Chapter 7.

Equally as important in protecting ideas is to
avoid infringing the exclusive rights of others. Failure
to do so can be disastrous. Infringement damages
totaling hundreds of millions of dollars are becoming
more common. As a result, this book also provides
strategies for avoiding infringement.

If exclusive rights are violated, there are multiple
strategies available to stop the infringement. These
are discussed in Chapter 8.

A comparison of these different types of intellectual
property is provided in Exhibit 1-1.
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Scenario 2: Monetizing a Copyright

A manufacturer of alarm clocks developed a clock
that looked like a truck, and when the alarm went
off, a truck horn was heard. The copyright in the
truck’s appearance was registered. A competitor
knocked off the truck design. Enforcement of the
copyright by a contingency lawsuit resulted in a
substantial recovery for the distributor.

Scenario 3: Monetizing a Trademark

A distributor of a food product properly registered
its trademark. A foreign company wanted to enter
the U.S. market under the same trademark because
it was using the mark overseas. The distributor sold
the mark to the foreign company for a substantial
amount.

These opportunities for monetizing ideas are
available to all businesses. The key to monetizing
ideas is to obtain exclusive rights in innovations and
ideas. Exclusive rights can translate to increased
market share and high profits.

For example, a patent on a key product can yield
high profit margins. Even better, there can be caravan
sales such as spare parts and related products that
can be sold along with the key product.

This is the upside of paying attention to
intellectual property. The other side is the disasters
they can befall a company that conflicts with the
intellectual property of another. Recently, a jury
awarded Apple over $1 billion for infringement by
Samsung.




$91N1E3S YHUM aoueljdwod
pue uoned)ddy :uon
-eJ1s189Yy 91e1S JO |eddpa4

(pa4inbaus aq ued Sulueaw

A1anodau
Aseypuow djay uoneusy
-s18aJ pue 22130u ‘{wn

ME| 93€)S J3puUn Alepuodas) asn pue -Ipaw 3|qi8uey u uon 20110 S}ewaped] 20110 }ew sysu
Aj1ewinSa| ulelgo uondopy :mequowwo) | -eaid uodn dizeWOINY 9 1Uled SN -apeJ] 13 jualed 's'n ule}qo 01 MOH
s30adse [euolounjuoN ,Sno ,Sno

12103s pue
ssauisng ul snoag

9AI10UIISIP/SDDINIDS
10 spoo8 ysindunsip

‘diys

-IAqOouOU,, PUB MBN

-IAqOUOU,, PUB MBN

uon

-ejuenpe SuiyiAuy pue Ajiauapi 01 pasn -oyany ‘Aujeuisuo [eausweusQ ‘Ingasn -29104d Joj BLIDIID
s)4om ainyid
Uo[BWIOo)UI SSAU uonow pue ‘jedqmdinas
-1snqg ‘uonew.ojul ‘|ean1aaliydJe ‘|elioy
agy ‘sad1aap ‘Supud ssaip -o1d ‘|eaisnwi ‘Aseuayl| Ja11eW Jo uolsodwod
‘soads ‘su8isap ‘sueld SpeJ} [euondunjuou sapnjou| ‘uoissatd 24njoe) | JO ‘wall panoejnuew

‘a1emyjos ‘synpoud
‘s9ss9204d ‘@e|nwJ04

12423¢ aped]

‘S|]owWs ‘spunos ‘sadInap
‘S|oquiAs ‘saweu ‘SpIOAN

}Jewapea]

-X3 JO wnipaw 3|q
-18uey Ul paxiy IO

1ySuuAdo)

-NuUeW Jo 3[dI}e oy
sugisap |eauaweusQ

judled usisaq

‘auiydew ‘ssadoud
JO S2J4n3eay |euolpuny

jualed Aujnn

Janew 13[gns

uoildoloid

30 3dAL

$19.109¢ apel], puy ‘si1ySrifdo) ‘syrewrapel], ‘syuajed usamiag sdiysuone[ay jo ey :1-T AqIyxy




124295 3y} spues
Suruiejulew Jo 1s0) MO 91q131139N 91eJIPOIN -noyy Ajjesauas ‘ySiH 150D
uon
-29104d 13423s apeJy
950] 10 jualdIdas
40 uonesijqo Au
-[BI3USPIFUOD INOYHM uoneslignd uo ysodag sjusw
950)2s1p J0UUB) asn 1sn|A ‘auoN apouwi 1599 apouwi 1599 -aJinbaJ aunso|asig
sso204d pawied uisn
enuessqns (i 10 UOIIUBAUI pawied
pue yiom pary3uAdod ay1 Suikpoquia
11 9S0|2SIP 40 }l 3sn 3Y3 03 55929€ (1 ¢Janiasqo s921A9p Suiodwil

Ajdadoadwi Jo 104295
uielqo Ajpadoadw

uoidadap Jo ‘@yelsiw
‘UoIsnyuod Jo pooy1axI

Sul
-linbas uiAdod |e39||

Aseuipio jo aka 0y
91| oo sudisap og

10 ‘9es Joj Buliayo
‘Buifjas ‘Buisn ‘Supje|y

sadulpul 1ey M\

194095
e 1day sI U se 3uo| sy

12423¢ ape.]

‘spolad JeaA-QT Joj 9|q
-eMauay ‘(yum paljdwod
saljjewJoy J1) sueah o1
s1se| uoleJisi3al |esapay
‘pasn Ajuadoud se Suo| sy

}Jewapea]

sieah
0. snjd Joyane jo a1
iy dom 8//1/1-150d

1ySuuAdo)

1UBID [BJ2pPa4
J0 21ep WoJj sIedh GT

judled usisaq

Q1ep
Suliy wouy siedh g

juajed Aujnn

wia)

uoildoloid

30 3dAL




uonounlul ‘sasy
Asuione ‘sa8ewep
anniund ‘sageweq

uoizadwod Jiejun osje

41 saSewep aaiund 3194
-J91UN0J 40} 94NZISS ‘UO1}
-oun(ui ‘sa8ewep paseald
-ul pue 33} Aauuolie
5193 ased |euonndaoxa
!s3502 ‘sa8ewep s yyiuied
‘syjoud s, yuepuajaq

uon

-ounlul ‘aunzias ‘sev)
Asuione ‘seSewep
Asoiniels ‘saSeweq

1saJ491ul Jusw3pnl
-a4d {uonpunful
paseaudul aq ued
sadewep ‘|euondad
-X9 JI s99) Asulone
J404d s,)uepuajep Jo
Aunfur uoy sa8eweq

153J93U1
jawsdpn(-aud ‘uon
-ounful ‘paseadul aq
ued sadewep ‘|euony
-dooxa JI s99) Asuuone
‘An(ul Jo) saeweq

sagewep Hwi|
ued Inqg ‘Quawasulyul 0}

uol1eaJd 1o Aianod
-sip juapuadapul

dUON 9SUDJp e 10U Ylle) pooo 3UON 919|dwo) 919|dwo) 1sutede syydu Auy
uoljedijdde asn 03 Juaiul wnipaw Bul)iy wouy sieah Buljly wouy sieah S90UAWIWOI
asn 1s414 'S'N 4o Bulji4 ‘esnasaid | 3|qiSuel ul paxyy USYm G- :9ouenss| uodn G-z :uonedijgnd uodn uoldal0.d 21eQ

194235 e 1 daa)

12423¢ ape.]

dljod

}Jewapea]

3UoN

1ySuuAdo)

EIN

judled usisaq

NS

€18 31O 1usled
'S'N 9y3 Aq padinbau
994 2dUBURUIBN

juajed Aujnn

sainp Suinuiuo)

uoildoloid

30 3dAL




INTRODUCTION

Which Managers Need This Book?

Many types of managers deal with intellectual
property and thus will find this book helpful. Of
course, the CEO and R&D managers must be
knowledgeable about intellectual property; that is a
given. But other managers will likely have cause to
deal with intellectual property. Examples of errors by
other managers due to lack of knowledge about
intellectual property include

a) a marketing manager who picks a
trademark that infringes;

b) a sales manager who discloses a new
product before a patent application is
filed, thereby interfering with the ability
to obtain patent protection;

c¢) an HR manager who fails to have
employment agreements requiring
assignment of inventions;

d) an advertising manager who fails to
obtain copyright assignments from the
advertising agency; and

e) a purchasing manager who buys a
cheaper infringing component rather than
the patented component, resulting in an
expensive infringement lawsuit.

IP To Do Checklist

The following checklist is your starting point. Use it
when starting a new business, considering a new
product line, purchasing a business, checking the
health of your business, or investing in research and
development.
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IP CHECKLIST
Patents:
o Do we have anything worth patenting? [see pp. 25-28 and
36-39]

o Do we screen our publications to avoid putting patentable
inventions in the public domain? [see pp. 18-19]

o  Does our new product/method infringe any patents? [see
pp. 41-44]

o Do we mark our products with patent numbers? [see pp. 34-
35]

Trade Secrets:
O Are we using adequate steps to protect our trade secrets?
[see pp. 48 et seq]

Trademarks:

o  Have we cleared any new marks to avoid infringement?
[see pp. 63 et seq]

O  Have we registered our marks? [see pp. 66 et seq]

Copyrights:

O  Are we using copyright notices? [see pp. 83-84]

O  Have we registered our important copyrights? [see p. 85]

o Do we avoid copying the copyrightable works of others?
[see p. 87]

o Do we avoid using open source software in our software?
[see pp. 87-88]

Employment and Consulting Agreements:

o  Invention assignment clause present? [see p. 97]

o Copyright assignment clause present? [see p. 97]

o Does copyright assignment clause have provision for
nonemployees or contractors? [see p. 97]

O  Trade secret clause present? [see p. 97]

o  Clause promising not to use trade secrets of others
present? [see p. 97 ]

o Clause prohibiting use of open source code present?
[see p. 97]
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The U.S. Legal System

Understanding the U.S. legal system will help you
understand how to monetize ideas. The United States
has a dual legal system made up of the federal
government and the individual 50 state governments.

With few exceptions, patents and copyrights are
the subject of the federal system. The U.S.
Constitution gives the federal government exclusive
control of patents and copyrights. The only
significant exception is questions of ownership,
which generally are issues of state law.

Trademarks and trade secrets are subject to both
federal and state law.

This book for the most part deals with U.S. law
and the U.S. legal system. However, intellectual
property protection is similar in most countries, so
managers, no matter where located, will find this
book useful. It is always advisable to consult with
local counsel due to the differences in legal systems
between countries.

Summary

The previous chart provides a useful summary of
the different ways to protect intellectual property.
Detailed information about each type of intellectual
property is provided in the chapters that follow.
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