
W hen Warren Buffet speaks, the financial world listens
– an estimated net worth of $62.3 billion and the title
of “richest man on earth” secures you that kind of

privilege. The US investor, businessman and philanthropist
was speaking to a group of investors in Germany recently,
when he suddenly said something that took them all by sur-
prise. Outlining what he considered to be the most important
criteria when deciding whether or not to buy a company,
Buffett said a strong balance sheet was no longer the primary
consideration. A good management team was more important,
he argued, but above both of these comes “brand”.

The value and power of a brand will not be news to IP prac-
titioners. And the last few weeks and months have shown just
how fragile brands can be when the going gets tough. Who
would have dared imagine that brands as prestigious as
Lehman Brothers, Merrill Lynch and Bear Stearns would no
longer grace the financial landscape? Launched in 1850, 1914
and 1923 respectively, they have now fallen under the owner-
ship of Barclays/Nomura, Bank of America and JP Morgan
Chase, each of whom will hope such assets serve to enhance
their own brand.

Not that there are many examples of brands acquiring other
brands in the current financial climate. Mergers and acquisi-
tions worth $145 billion have collapsed since September 1. To
date, consumers sought what little solace they could from the
fact that the credit crunch was restricted to financial services
and had not crossed over into the real economy of goods and
services. But this no longer appears to be the case.

As a brand owner, your exposure to these developments
may have been limited thus far. It may largely depend on when
in the financial year your company sets its budgets for areas

like IP. And it may not yet have had any impact on IP moneti-
sation. You may have merely been directed to carry out such
cost-saving measures as not replacing staff that leave, stopping
all consideration of new hires, providing flexible working
schemes for those that stay and seconding resources to busier
offices. But acquiring and enforcing IP rights can be costly, and
the dire financial landscape and severely limited access to cred-
it will certainly not help convince the CFO to put funds into
IP, no matter how persuasive your arguments. Your company
most likely needs all the cash it can get its hands on right now
to meet internal financing demands.

So whether you know it yet or not, your IP budget is
under pressure. Not that it will disappear altogether of
course. IP is too important to a company’s success for that
to happen. “It is seen and understood by brand owners
that continuing to protect the brand in tough economic
times remains important,” says Leo Longauer, head of
group intellectual property at UBS in Zurich. But you
will have to be clever with the resources you have at your
disposal. Your challenge, like everyone’s, is to reduce
costs while increasing revenue streams. So unbolt the
doors, leave your ivory tower behind you, and take your
seat at the right-hand of your leader. Your time has
come to do your bit.

Reducing costs

IP policy
Firstly, have one. And if you haven’t got one, get one ...
and fast. Although a simple and perhaps obvious first
step, deciding which brands and inventions to protect
with IP rights, and which to renew or maintain in sub-
sequent years, is far easier when your business has a
well-defined IP policy. Now is the time to mine your
portfolio more aggressively.

In the case of trade marks, this policy should set out
which marks are core to the business and which are
sub-brands or ones that belong to a particular geo-
graphical region. Being rigorous when deciding which
marks to register in the first place, and the number of
classes you apply for, clearly helps companies to keep
their costs in check when it comes to renewals. For

example, if a mark will have a
very short life span, then you
should consider whether trade
mark registration is necessary
at all. If some sort of formal
protection is needed for a
logo, then a design registra-
tion (if available) may be

more useful in the short term.
Chicago-based Brian Daniel, a vice president at global con-

sultancy CRA International, says an annual IP review is the
sort of thing that companies should already be doing – and
there could be hidden benefits. “Companies should not com-
promise their long-term goals with knee-jerk reactions to
short-term problems,” he says. “In any situation, whether it’s
a crisis or not, these decisions need to be properly vetted. I
wouldn’t advise a company to cut back any more than usual,
but if they’ve become fat and lazy over the years this is cer-
tainly the time to refocus.”
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How you can avoid getting crunched
Turmoil in the financial markets over the last few months has led to plunging share prices and
boardroom unrest. With IP budgets under intense pressure, Stephen Mulrenan examines what
practical steps brand owners can take to negotiate the credit crunch

“It is understood that continuing to
protect the brand in tough economic
times remains important” 
Leo Longauer, UBS



There will have to be a tighten-
ing of purse strings of course, but Daniel says you should be
careful about cutting back too much because it could have big-
ger implications down the road. “It is just as you would rec-
ommend to individuals with their retirement portfolios,” he
says. “Make sure you’re considering your long-term goals and
not overreacting to a short-term problem. Now is not the time
to throw everything out of the window. Just make sure you’re
doing what you should have been doing in the first place.”

Set targets when deciding
which rights to renew and
which to let lapse. Targets allow
you to set expectations as to
how much energy people should
be putting into the process. The
value of IP is a future value, and
this can be hard to communicate
to management, who may have
set the company up to think in
quarterly terms. A trade mark
might be worth nothing now but
if you build the brand it could be
worth a great deal in two years.
You need to find a way of demon-
strating this.

Align with business goals
Fundamental to ensuring that your
IP portfolio matches your compa-
ny’s business objectives is the need
to develop a set of criteria for
reviewing IP rights. You must lay
down a clear set of rules for assessing
new brands. If you don’t, you might
find yourself guilty of emotional
attachment to certain marks. But
there is little room for sentimentality
with the credit crunch. The job of IP
counsel is to impose objectivity on the
process of protecting and renewing IP
rights and especially given the risks of
challenges for non-use, it makes little
sense renewing unused marks.

You should employ systematic con-
sultation with the right people in the
business. You need a robust process in
place to ensure that renewal decisions are
made on a sound basis and that the right
stakeholders have been consulted. The
larger the company the harder this task
becomes, especially if the business has a
less centralised management style where a
high level of responsibility is devolved to
overseas operating companies or units. But
regardless of whether renewal decisions are
handled centrally or within divisions or
regions, it is crucial that you consult consis-
tently and keep track of the process.

IP rights exist to serve the needs of the
underlying business – so when deciding
whether to renew a trade mark or patent, it
is essential to seek the opinion of the people
who “own” the IP within the organisation.
That could be the marketing group, the chief
technology officer or the R&D team. The
people who have a stake in the right’s contin-
ued existence are usually the people with the

best information about the value of the IP.
Always look for ways to reduce costs. That may be stating

the obvious in the current financial climate, but deciding not to
renew an IP right is only one way of saving the business money.
You could have frequent meetings with marketing clients to dis-
cuss the best ways to keep costs down – such as only searching
trade marks where there is a real possibility they will be used
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and highlighting the types of trade marks most easily cleared
for use and registration. “Our real world experience has us try-
ing to reduce everything we can to save costs,” says Daniel
Greif, group trade mark counsel, Coca-Cola Pacific. “There is
a never-ending emphasis to keep costs down. The credit crunch
has just taken things to another level.”

Scale back filings/registrations
A key tool in your cost-reducing arsenal is the option of scal-
ing back patent and trade mark filings and registrations, which
will no doubt make up a large proportion of your IP budget.
This option will not be for everyone. Companies that have a
business model of acquiring patents with the aim to monetise
via future licences may have no choice but to continue this
path, whatever the financial conditions. 

But there is already evidence from IP offices that trade mark
filings are falling away in response to the credit crunch (see
table). And history tells us we should not be surprised. In the
EU for example, the filing of Community trade marks (CTMs)

this year is expected to be at the same level or even slightly
below that of last year, following several years of strong
growth.

This trend tallies with figures during and following the
recession caused by the dot-com collapse (see table, page 40).
Between 2000 and 2002, CTM applications fell by 8,472
(14.76%) and 3,675 (7.51%) while GDP rose by 0.82% and
9.44%. However since 2002, CTM applications have aver-
aged an annual increase of 14.63% during which time GDP
recorded an average growth rate of 12.67% per annum [the
EU has expanded from 15 member states to 27 since 2002].

The story is the same in the US. During the recession of
1990 to 1991, trade mark applications dropped by 4,027
(3.16%) while GDP only grew by 3.45%. Between 1991 and
2000, applications averaged an annual increase of 10.18%
during which time GDP recorded an average growth rate of
5.63% per annum. During the recession of 2000 to 2002,
trade mark applications fell by 76,156 (26.04%) and 3,671
(1.7%) while GDP only rose by 3.16% and 3.36%. And since
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“T he problem is enormous, and
why is the problem enormous?
Because there is demand, and

where there is demand, there’s supply.”
Dubbed the pit bull of the fake fashion
police by the New York Times in 2002,
Barbara Kolsun is general counsel of
luxury shoe designer and manufacturer
Stuart Weitzman. At the time of the
Times article, she held the position of
trade mark attorney for handbag
designer Kate Spade and devoted much
of her time to anti-counterfeiting: call-
ing police departments and firing off
cease-and-desist letters to fraudulent
retailers.

The “problem” she refers to was the
at-the-time curious proliferation of
purse parties in the US, where knock-
offs of luxury brands such as Burberry,
Christian Dior, Gucci, Louis Vuitton
and Kate Spade could be purchased for
a fraction of their retail price. While the
counterfeiting of luxury fashion brand
accessories, including items such as wal-
lets, sunglasses and scarves, represents
just a fraction of the entire counterfeit
trade industry, they are among the most
prominent examples. In addition to
purse parties, they can be found at flea
markets and shopping mall kiosks as
well as, in the words of Kolsun, any-
where where there is demand.

Counterfeiting can be big business,
with consumers naturally attracted to
prices that be one-sixth to one-eighth of

the retail value of an authentic product.
And with recession looming, unemploy-
ment rising and family budgets stretched,
demand for counterfeits will inevitably
start to rise. During the Asian economic

crisis of the 1990s, for example, brand
owners reported an uptick in piracy and
counterfeiting even in countries that had
improved their IP enforcement.

“My recollection of that period is
that South Korea and Taiwan had
improved their performance, but tough
economic times can easily cause back-
sliding,” says Global IP Strategy Center
(GIPSC) founder Timothy P Trainer. As
a former president of Washington DC-
based industry group International
AntiCounterfeiting Coalition (IACC),
Trainer has accrued extensive experi-
ence in the area – including employment
stints with US Customs in the early
1990s and the USPTO later that decade.

But just as investors are now fully
appreciating earlier warnings that past
performance of investment vehicles pro-
vided little indication of future return,
so too should brand owners be wary of
historical trends, says Richard Heath,

global anti-counterfeiting counsel at
Unilever. “There is no evidence yet that
counterfeiting is increasing more than it
has been over the last few years,” he
says. “You would expect people to be

seeking out bargains in the current eco-
nomic climate, but counterfeit goods do
not always sell for less than genuine
products and people do not always
know they are buying counterfeits.”

Responding to concerns in govern-
ments and the business community, the
OECD launched a project in 2005 to
assess the magnitude and impact of
counterfeiting and piracy. And in May
this year, the European Commission
published its findings on the amount of
articles seized at Customs in 2007.
More than 43,000 cases of fake goods
were seized at the EU’s border last year,
compared with 37,000 in 2006. There
was also a significant increase on the
previous year in the number of articles
seized in cosmetics and personal care
(264%); toys (98%); foodstuffs (62%);
computer equipment (62%); and medi-
cines (51%). “The counterfeit problem
has changed dramatically since the last

Economic difficulties can present great opportunities for counterfeiters, some of whom may be
building their own business plans around your brand right now. How serious is the problem and
what can you do?

Beware the counterfeits!

“Protecting the company’s IP is
probably more important in tough
economic times” Timothy P Trainer, GIPSC



then, the trend continues – applications have averaged an
annual increase of 6.94% while GDP recorded an average
growth rate of 5.7% per annum.

Longauer says the banking industry already appears to be
scaling back: “We have seen a decrease in filings on the patent
and trade mark side, partly due to the crisis. People are waiting
for direction. You don’t see a lot of advertising campaigns by
the branding and development people in big banks these days.” 

Manage disputes better
Managing litigation is never easy to do, but it can be very cost-
ly – particularly in big markets such as the US. Where you pos-
sess strong rights you might feel inclined to fight to the death
to enforce them, rather than settle easily, and having an
aggressive IP enforcement strategy can help build a reputation
and save costs. It can also have a deterrent effect on infringers.

But aggression doesn’t have to equal expensive litigation.
Alternative forms of dispute resolution are available, which can
be quicker, cheaper and offer more confidentiality. And, in

another cost-saving exercise, many companies are choosing to
do more of this work in-house if they have the capacity to do it.

Longauer estimates that 90% of UBS’s cases are resolved by
settlement. “One consequence of the crisis is that the banks are
afraid of litigation and want to try and settle things as quick-
ly as possible,” he says. But he adds that the contrary is also
happening, with banks being ready to fight more to avoid
spending. Of course, some behaviour (such as piracy or phish-
ing on the internet) cannot be tolerated, but even here there
may be different ways to deal with it. You could appeal to
infringers directly rather than sending an aggressive letter
through a law firm, for example.

There will be occasions when you have to be aggressive
defending your portfolio and times when you have to be cost-
conscious. Balancing that struggle will be one of your biggest
challenges moving forward. “I try and find more and more
ways of not getting into disputes,” says Greif of Coca-Cola.
“As budgets become tighter, the last thing you want is a multi-
million dollar piece of litigation.”
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economic downturn in the early
1990s,” says Heath. “Every year we see
an increase in seizures and across differ-
ent sectors. But this could just illustrate
greater awareness on the part of the
authorities.”

“This year was a bit of a mixed bag,
so you need to take care how you inter-
pret these numbers,” says Heath. “Next
year’s figures will better reflect the cred-
it crunch.” But however you slice the
data, a majority of brand owners report
that counterfeiting and piracy is a threat
of some kind to their company – with
the cost estimated for many to be in the
hundreds of thousands of dollars each
year. So what steps can brand owners
take to address and combat the threat?

Steps to take
A fair amount is known about where
counterfeit goods originate from, with

China still the biggest culprit. Almost
60% of all articles seized can be sourced
back to China, but the story is not the
same for all categories of products. For
example, Georgia and Turkey are the
main sources of fake personal-care
products while Switzerland, India and
the UAE top the list for exports of coun-
terfeit medicines. Less is known howev-
er about where these products end up,
other than the fact that they are being
sold in more places and jurisdictions
than ever before. Trainer says that cor-
porate staff/departments responsible for
IP enforcement, as well as their external
resources (such as attorneys and investi-
gators), will have to monitor various
national markets more closely, especial-
ly where job losses increase.

Despite enforcement activities at flea
markets and such places around the
world, these types of locations may see

an increase in the availability of coun-
terfeit goods as economic conditions
worsen. Events such as purse parties
may re-emerge and adapt in ways to
evade detection. As always, IP owners
will have to ensure they have obtained
rights in the countries where they are
doing business and engage Customs to
the fullest extent possible. But Trainer
acknowledges that squeezed budgets
could have a negative effect on owners’
ability to use all available tools to pro-
tect their rights. “It is easy to see very
difficult times ahead,” he says. “IP
owners will have to assess which of
their trade marks are at greatest risk in
each national market where they are
active.”

Second, tactics used by criminal
groups in traditional organised crime
activities can become tactics in the man-
ufacture, distribution and sale of coun-
terfeit and pirated goods (see box).
“Owners will need to keep their eyes
and ears open to tactics that we may not
yet have experienced regarding IP
crimes,” says Trainer. “Why wouldn’t
organised crime groups use these same
tactics to move counterfeit goods?”
Finally, brand owners’ biggest challenge
in the face of what is likely to be an
increased level of counterfeit activity
may be to resist cutting IP budgets.
“Protecting the company’s IP is proba-
bly more important in tough economic
times and the enforcement budget
should not be an area that is cut,” says
Trainer. “But if a company’s anti-coun-
terfeiting efforts are not a high priority
area, there may not be a sufficiently
influential champion within the compa-
ny to protect the budget.”

When suggesting measures to combat counterfeiting and piracy, the OECD’s 2005 Report said it
was important to distinguish between those consumers who knowingly purchase counterfeit or
pirated products from those who are deceived. The OECD stresses that those in the former group
are supporting organised crime and even terrorism. For example, at the turn of the century feder-
al prosecutors in the US indicted more than 70 members of New York’s Genovese crime family for
a number of racketeering offences, including trafficking in counterfeit handbags. And the FBI’s
joint terrorism task force even found evidence to suggest that the sale of counterfeit goods
financed the 1993 World Trade Center bombing.

The links between counterfeiting/piracy and criminal activity are real, and it is interesting to
note that the same day President Bush signed the PRO IP Act of 2008 (October 13) he also signed
into law the Drug Trafficking Vessel Interdiction Act of 2008 (which prohibits the operation of sub-
mersible and semi-submersible vessels not registered with any nation used to traffic drugs).
According to the IACC, the problem of trafficking in counterfeit goods has mushroomed in recent
years with globalisation and the lowering of trade barriers. But former IACC president Timothy P
Trainer told Managing IP: “If people lose jobs and need to deal with necessities such as paying
rents and feeding families, the illegal copying of copyrighted content or illegally using trade
marks will not seem like a crime to them.”

Criminal connections



Negotiate with external advisers
Fees for external advice constitute a significant part of any
IP budget, so thinking about how you manage external
counsel costs is time well spent. With the effects of the cred-
it crunch transferring to the real economy, you are in a
strong position to negotiate lower fees with your regular
advisers.

To start with, closely track and monitor all outside counsel
costs and identify trends and opportunities to reduce fees and
consolidate work. Place monthly limitations on external fees
and if outside counsel want to go above that set amount,
impose the need for separate express approval for each addi-
tional piece of fee-generating work. One tip is to avoid using
the same firm for prosecution work and enforcement work in
each country in which you operate. This side-steps those tricky
scenarios where the relationship with your litigation firm
might be strained as a result of a dispute with them, yet they
continue to do your filing.

UBS recently changed its patent prosecution firm in the US
due to its unwillingness to be flexible over fees, though com-
panies with large IP portfolios are not advised to switch their
filing firms too frequently. “Most law firms are receptive to
client pressures,” says Longauer, “but for those that are not,
we might be more inclined than we were to look at proposals
by smaller boutiques.”

Outsource
With IP budgets under pressure, offshore outsourcing will
need to play a more prominent role in your strategising.

Although not a new concept, business process outsourcing-
such as back-office functions, call centres, HR and IT – has
developed greatly since the 1990s. Success in knowledge
process outsourcing has led to legal process outsourcing, and
IP accounts for over 45% of this market. And it is expected to
lead the growth in this sector over the next three to five years.
General Electric was one of the first companies to realise the
potential of IP outsourcing, when it opened its own office in
India as far back as 2001. But there are plenty of other juris-
dictions that play an important role, including China, the
Philippines, Kenya, South Africa and Brazil.

The service mix includes basic IP services such as proof-
reading and paralegal support as well as more complex tasks
such as patent, trade mark and design drawings, filing, IP dock-
eting and annuity record keeping, as well as IP portfolio man-
agement services. “We regularly receive concrete proposals and
requests from Indian law firms and other specialised IP bou-
tiques,” says Longauer. “As a brand, we have to look at it.”

Severin de Wit says brand owners are increasingly consider-
ing outsourcing to IP consultancies such as his. Based in The
Hague, de Wit is a member of the IPEG Consultancy. In July this
year, he also set up Only The Best (OTB) IP Management, which
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When OHIM’s Administrative Board and Budget
Committee held an extraordinary meeting at
the European Economic and Social Committee
building in Brussels on September 18, there was
one item on the agenda: the OHIM budget.
Representatives of EU member states, the
European Commission and OHIM had spent the
previous two years arguing about whether to
cut application fees to deal with a €300 million
(and growing) surplus. But there had been no
agreement. Relations had become strained and,
in some cases, bitter and many observers
thought progress was impossible. But, following
formal discussions in the morning and frank
exchanges over lunch, the outline of a compro-
mise was agreed. “Within 24 hours, we had a
deal,” says Antonio Campinos of Portugal, who
has chaired the Administrative Council since
April this year. An announcement that member
states had agreed in principle to cut CTM appli-
cation fees from €1750 to “around €1000” was
published on OHIM’s website early on Friday
afternoon. 

The speed with which the deal was reached
was a relief. “In Brussels, things went far better
than I expected. I found it an optimistic meet-
ing,” says Wubbo de Boer, the OHIM president
who attends Administrative Board meetings but
does not have a vote. “All those who had a
stake in this exercise showed the utmost
degree of flexibility,” adds Mihály Ficsor, head
of the Hungarian IP office. “We knew we could
not afford this continuing situation of conflict.”

September’s breakthrough was the result of
six months’ negotiation that had overcome more
than a year of tension. The problem dates back
three years. CTM fees were first reduced, in
November 2005, once it had become clear that
the popularity of the system and the efficiencies
of the Office were generating a growing surplus.
But, by the end of 2006, the surplus was getting
even bigger. The European Commission, which
oversees OHIM, suggested that fees should fall
further and be subject to regular review. But any
changes to the Fees Regulation have to be agreed
by EU member states. At a meeting in May 2007,
they approved a review of the CTM system but
declined to authorise an immediate fee reduction. 

The reason was that member states were
divided. Hawks favoured an immediate fee
reduction, together with an automatic review,
arguing that users’ needs should come first;
doves said that reducing CTM fees would make

national rights
uncompetitive
and damage the
interests of
small applicants
and that a big-
ger priority was
addressing qual-
ity and access

for SMEs. Over the following year, acrimony
grew, positions became polarised and the issue
was shelved. As de Boer says: “The Commission
said publicly that although there was a need for

a fee proposal, political circumstances meant it
might not be brought forward.” At the begin-
ning of 2008, a deal looked impossible.

It was then that the ice began to thaw. Those
close to the discussions say three events about
this time began the process that led to the
Brussels breakthrough. First, there was the fallout
from the so-called €4 problem: with national
searches for CTMs becoming optional in March, an
EU committee had approved a plan for OHIM to
“subsidise” the cost of these by €4 each. This
move prompted an outcry from rights owners,
forcing member states to “listen to the users” (as
one office head says) and reach a deal on the big-
ger problem of CTM fees. Second, two key figures
became engaged in the debate. At the European
Commission, Margot Fröhlinger was appointed
director for knowledge-based economies in the
Internal Market Department – the most important
role in IP in Brussels - while Campinos took over
as chair of OHIM’s Admin Board. Third, OHIM
(which, until now, had not spoken publicly about
the issue) made it clear that a fee reduction was
necessary. External relations director Joao
Miranda de Sousa wrote a letter to Managing IP,
arguing that the needs of users should be priori-
tised, while de Boer held a press conference on
the fees. “I decided to stress my view that I think
we should stop taking money out of the private
sector for no reason at all,” he says.

Despite these developments, the Admin
Board members who assembled in Alicante on
April 21 for their regular meeting were not opti-

How the CTM fee deal was done

Wubbo 
de Boer

Falling application fees are good news for trade mark owners, especially in these tough times. James Nurton investigates how the 27 EU member states
managed to overcome 18 months of deadlock and agree a deal



manages more than 650 ex-Philips patents, and has hired a large
number of patent attorneys. “It is crucial for us how the market
perceives us. We are an IP marketing company selling high qual-
ity patents. This is different from selling or licensing. We do the
research for companies. We set up programmes, analyse the
market and products, and present options for clients.” He adds:
“In the next couple of years you will see many more IPEGs pop-
ping up.” It seems it is no longer a question of whether you
should outsource, but how you can best do it.

Increasing revenue

Financing innovation
Finally, be creative when it comes to monetising your IP portfolio.
Under current market conditions you have no choice. Your CFO
may be putting pressure on you to find alternative ways of fund-
ing IP litigation, which can be very expensive but highly lucrative,
as financial support from private equity and venture capital seeks
new homes – or in the words of Carlyle Group co-founder David
Rubenstein, moves away from “submerging markets”. “Under
current conditions, CFOs are saying ‘Do something with your
proprietary positions’,” says de Wit. “With your portfolios, you
must now look for opportunities to buy or sell or license your IP.”

One option is to increase licensing and cross-licensing, and
some companies will be looking to restructure their licensing

agreements to incorporate larger up-front payments. Brand
owners in particular may be able to extend their brands to new
markets through licensing and merchandising deals, though
they may also need to reconsider their expectations regarding
the terms and royalties.

Finance teams who often see IP as a cost centre may in today’s
climate accept that the company has to look for alternative
investment sources, and IP could be one of them. What’s more,
IP is now viewed by financiers as possessing a more attractive
risk profile than assets such as property, aeroplanes and ships. De
Wit says: “We have seen hesitation on the part of companies for
the last five or six years, but IP now enjoys a different risk pro-
file. If you invest for the long-term, there are lots of opportuni-
ties and we have seen lots of financial institutions, such as pen-
sion funds, acquiring IP or considering it as collateral for funds.”

It has now been more than seven years since the introduc-
tion of the so-called Bowie bonds – the first music royalties
future receivable securitisation – which gave rise to IP securi-
tisation as a financing vehicle. The future of securitisation of
such assets is uncertain, but there are still some interesting
deals out there. For example, European leasing company
Comprendium Financial Services started up 30 years ago by
setting up leasing programmes around IT and machinery. But
it was always searching for other assets and two years ago
completed its first IP deal for a German magazine.

COVER STORY: CREDIT CRUNCH

WWW.MANAGINGIP.COM NOVEMBER 2008 39

mistic. The two sides of the argument were just
too far apart, and there was no compromise
solution on the table. But on the fringes of that
meeting discussions took place between the
key players on the elements of a compromise: a
significant cut in the application fee and the
distribution of 50% of renewal fees to national
offices to spend on promoting trade marks (an
idea derived from the European patent system).
Something for both hawks and doves. Soon
after the meeting, Campinos had a two-page
proposal incorporating these elements, which
he circulated to Board members. “We had had a
strategic debate for more than a year,” says
Campinos. “We needed some concrete propos-
als or we would have kept on debating forever.”

Over the next few months, the key parts of
that plan were refined in a series of emails and
one-on-one calls. “Campinos consulted me by
telephone on various occasions,” says one
Board member (a dove). By late summer, the
deal had been fleshed out – and member states
had indicated they would probably support it.
“The Office, the Commission and member states
agreed that the time had come to talk to each
other and find a balanced solution,” says
Jesper Kongstad, head of the Danish office. It
was time for a decision, and an extraordinary
meeting of the Admin Board and Budget
Committee was called for September 18. 

That meeting coincided with the annual
conference of brand owners’ association MAR-
QUES, being held in Noordwijk. Several Admin
Board members stopped off in the Dutch resort,
to gauge the mood among brand owners. It was
clear they wanted a deal, even if it meant com-

promising on some points. “The key was we felt
we could trust the people taking the decisions,”
one MARQUES member told Managing IP.
Speaking at the conference, de Boer stressed
the need for give-and-take and expressed his
optimism that a deal could be done. 

Members of national offices who were pres-
ent in Brussels
say that a num-
ber of represen-
tatives, notably
those from
Germany and
France, made it
clear they want-
ed a resolution.

But there was still work to do on the detail.
Significant contributions came from the
Swedish delegation, notably the proposal to
combine the prosecution and registration fees
into one amount. “One of the keys is that we
were all IP people, not politicians,” says one
member. Another adds that those round the
table included a core of about 20 patent office
heads, who know each other well from meet-
ings in Alicante, Munich and Geneva.

The result was that a detailed deal offering
something for users and offices as well as
addressing concerns about the trade mark sys-
tem was agreed. Notably, hawks ensured that
fees would be reviewed every two years, and
that any funds passed to national offices would
have to be used for trade mark work (and not
given to general government budgets). Doves
were pleased that funds would be in place to
address quality – as one member told Managing

IP: “OHIM should not be a trade mark factory.” A
Commission study on the CTM system, which is
due to be launched next year, will address
exactly how that is done. “It is important that
we enhance European industry’s competitive-
ness in the branding area. This deal will allow
us to concentrate on the real issues relating to
trade marks and make sure there is more cer-
tainty for SMEs,” says Kongstad.

The baton now passes to the Commission.
The Fees Regulation will be amended through
the EU’s comitology process, which involves for-
mal approval by member states. That should be
done in time for the cuts to be effective some-
time next year. The diversion of renewal fees,
however, will await the outcome of the
Commission’s CTM study, meaning they will
probably be effective in about 2011 at the earli-
est. In the meantime, there are plans to distrib-
ute some of the existing backlog.

Brand owners’ representatives have cau-
tiously welcomed the deal, though they want
more reassurance on how the renewals money
will be spent, and in particular that it will not
go to central government. But the Brussels
breakthrough shows that, even with 27 member
states, the EU can solve problems based on
frank discussion and the willingness to compro-
mise. Campinos says the agreement shows
there is “a growing momentum” that may be a
good sign for the more complex debate
between member states over a Community
patent and IP court: “Maybe the economic crisis
will make people understand that we have to
accelerate the Lisbon agenda and bring this
dossier to a conclusion as well.” 

Antonio 
Campinos



As a structured finance specialist, Comprendium structures
asset-backed commercial paper programmes for clients.
Comprendium’s Peter Köhler says there is strong demand for
these services but expectations are much higher than before. He

estimates that some 80% of customers
are new start-ups who have simply had
an idea. “They are not appropriate for us
and will typically turn to private equity
for help. We are looking for investment-
grade customers with a history and a
good track record who are looking for
alternative sources of finance.” He adds:
“The market is tighter now and we have
to look more closely at the credit rating
of the brand owners. The quality of the
assets now is only worth about 10% of
the collateral; the most important thing is
the credit rating of the company.”

Köhler will be giving a presentation on
sale and leaseback transactions for financ-
ing IP rights at an international conference
in Venice on November 27. Organised by
the EPO and the Italian PTO (UIBM) and
entitled Financing Innovation, the confer-
ence will focus on such issues as IP valua-
tion, using IP to secure finance and diverse
sources of funding. Also speaking at the
conference is UIBM director general Maria
Ludovica Agro, who will discuss public
funding for innovation on a national level
and will outline plans for a new national
fund for innovation. Agro says the new
national fund, which has not yet been
implemented, will give money to financial
intermediaries to finance new products
(covered mostly by patents, but also utility
models and designs) that companies bring
to the market. “The aim is to reduce the
risk to venture capital and other financial
intermediaries,” she says. “The banks pres-
ent to us the projects they want to finance
and we provide 50% of the financial
resources. So we have to evaluate the eco-
nomic and financial value of the patents.”

Raising finance to bring new inventions to market is one of the
most challenging steps in the innovation process and whether
such a move works remains to be seen. But it is an example of the
type of lateral thinking needed during these challenging times. ■
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* As at August 10 2008   ** IMF estimates
Sources: Community trade marks (OHIM); US trade marks (WIPO); EU and US GDP (IMF)

Trade mark applications
Year CTMs EU GDP ($trn) US TMs US GDP ($trn)

1990 7.20 127,346 5.80

1991 7.62 123,319 6.00

1992 8.23 127,837 6.34

1993 7.49 150,419 6.66

1994 7.98 161,055 7.07

1995 9.18 188,850 7.40

1996 43,157 9.37 212,510 7.82

1997 27,290 8.84 234,610 8.30

1998 31,635 9.15 246,611 8.75

1999 41,308 9.17 260,761 9.27

2000 57,390 8.51 292,464 9.82

2001 48,918 8.58 216,308 10.13

2002 45,243 9.39 212,637 10.47

2003 57,714 11.43 220,965 10.96

2004 58,996 13.18 248,406 11.69

2005 64,822 13.78 264,510 12.42

2006 77,506 14.66 277,579 13.18

2007 88,273 16.91 13.81

2008 66,050* 19.20** 14.33**

2009 19.34** 14.57**

2010 20.22** 15.09**

2011 21.26** 15.86**

2012 22.39** 16.61**

2013 23.62** 17.31**

If any country should know how to manage IP
during an economic slowdown then you would
expect it to be Japan. The country experi-
enced a long and painful recession during the
1990s after the asset price bubble burst.
Recovery has been slow and the stock market
is still struggling to reach the highs of the
late 1980s.

So, what can Japanese companies teach
their international counterparts? Not much,
according to John Kakinuki, operating officer
and general counsel for GE Consumer Finance
in Tokyo. “Companies just gave up a lot of valu-
able IP,” according to Kakinuki, who was work-
ing for the law firm Baker & McKenzie in the
1990s. He also saw some medium-sized compa-
nies become so panicked about the state of

their balance sheets that they would “just
abandon lawsuits in the middle of them and
pay the other sides’ costs” – a very short-term
approach to cutting costs during a slowdown.

But Yoshikazu Iwase, a partner of Anderson
Mori & Tomotsune in Tokyo, told Managing IP
that Japan’s slowdown in the 1990s actually
encouraged some of Japan’s larger companies
to be more litigious and “establish an IP infra-
structure from which to profit best from their
IP”. Iwase singled out Hitachi as a company
that was far more aggressive in enforcing its IP
in the 1990s than it had been in the 1980s.

How the slowdown affected filing new
patents is less clear. James Hughes, who is
director of international liaison for the patent
and trade mark firm S Soga & Co, saw some of
the firm’s domestic clients reduce their filing,
though this was compensated by increased fil-

ings from abroad. Shinya Jitsuhiro, director of
the international patent division at Shiga
International Patent Office, also saw a slight
reduction during the 1990s. According to
Jitsuhiro, companies in Japan often classify
their patents from A to D, with A being the most
valuable and D being patents that are filed only
to prevent their rivals registering them. In the
1990s, filing of type D patents was abandoned,
he says.

But, speaking of the current slowdown,
Jitsuhiro is more concerned that the strength-
ening of the Yen in the current crisis could
lead to a reduction in foreign filings in Japan,
rather than domestic filings. Kakinuki agrees
that the over-reaction of the 1990s is unlikely
to recur. “Japanese companies are a lot wiser
now,” he says.
Peter Ollier

Lessons from Japan


