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A patent provides its owner the right to exclude others from exploiting the patented
technology, including, for example, making, using, or selling the patented invention. This
“exclusive right” enables the patent owner to cut development costs and to obtain a return of
investment in the development of the patented technology. Effective patent protection stimulates
research and is a key requirement for raising venture capital. To foster the generation of new
ideas, it is important that inventors have the perspective that their ideas will be protected. A
company that decides to file patent applications should adopt a strategic approach to obtain value
from patents while minimizing costs associated with obtaining the patents.

First, patents provide freedom of movement in the company’s field. This freedom of
movement can be very valuable, especially in a crowded field with many competitors or in a field
dominated by one player. Filing patent applications early helps limit the risk that someone else
has obtained or will obtain a patent on the same idea. This position provides the company with
greater assurance that it will not have to license technology from a patent holder. A strong patent
can be useful for securing freedom to operate, for example, by means of a cross-licensing
agreement. The license does not always have a formal grant; freedom to operate can also be
achieved by means of an agreement not to sue.

Second, patents provide licensing opportunities with companies inside and sometimes
even outside a company’s field. An active patent program may generate revenue from the
licensing of patents which cover technology or business processes that are not practiced by the
company. Patents allow individual inventors and small businesses the option of obtaining licenses
or selling rights to others who may be in a better technical and/or financial position to bring the
ideas to market. There are already technology companies that no longer manufacture products but
rather focus on technology innovation and licensing. Some companies license the intellectual
property on technology used by the company to competitors, forcing the company to constantly
innovate and re-invent itself. Other companies regularly patent technology which they never
commercially practice, but instead sell to others that do.

Third, patent applications can have a significant business value, even though the
patent is still pending. It can act as a signal to potential infringers that they might be liable for
damages, seizures and injunctions once the patent is granted.
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Fourth, patents provide increased overall corporate value. Corporate value relies
greatly on a company's intellectual assets, such as patents. Today, the capital assets of the largest
US corporations by total revenue for their fiscal year account for only 15% of the company’s
value, whereas intellectual assets account for 85% of the company’s value.

Fifth, patents provide the generation of prior art to protect the company from patent
infringement suits. An active patent program provides a reservoir of prior art which prevents
others from receiving patents which may exclude a company from practicing important
technology and processes.

Sixth, patents can be used as a tool for negotiations with rivaling companies. When
filing a patent application, it is vital to consider not only the countries where a monopole is
wanted, but also those countries that are most important for competitors, even if it is not expected
to enter these territories with the product of services.

Seventh, patents can be used to support business model extension. If imitation is easy,
protecting inventions with IP rights is paramount if investments are to be safeguarded.

The above advantages are also considered by the applicants. According to a study with
respect to the reasons for SMEs to register IPRs, the following issues in the line of the importance
were cited : prevent copying 79%, better legal certainty 74%, increases value and image 73%,
more effective enforcement 50%, common practice 38%, obtaining license revenues 23%,
improves chance of financing 22%, others 7%, see Intellectual Property SME Scorebord 2016
study, EUIPO.

To identify and realize the full potential of value from patents, companies should
define a strategy for assessing and protecting their intellectual assets. Part of this strategy includes
the development of a patent program by which new technology is identified, assessed, and
included in patent applications. Further, the strategy should identify ways to maximize the value
of patents while reducing costs associated with them. The value-cost assessment is particularly
important with international patenting.

An important consideration in the strategic approach to filing international patent
applications is consideration for different rules and fee structures of different patent systems. For
example, some countries allow multiple inventions to be included in one patent application, while
others require that one patent application be used for each invention. Germany, for example,
requires that separate inventions be filed in separate patent applications.

Different countries also charge varying fees for the patent application depending on
the number of claims included in the patent application. It is relatively common practice for
companies to file identical patent applications in multiple countries. With patent applications at
the EPO, for example, there are dramatic cost savings by reducing the number of patent claims.
For instance, we often limit the number of claims in European applications to fifteen or less. The
remaining claims from the original, e.g. U.S., patent application are incorporated into the text of
the European patent application.



