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BY JOACHIM HENKEL AND
MARKUS REITZIG

Patent
Sharks

COMPANIES THAT Focus heavily on research and devel
opment generally have more value tied up in intangible
assets — patents and other intellectual property — than they
do in material assets. Different sectors take very different
approaches to managing those resources. Pharmaceutical
companies, for example, play hardball — they’ll do anything
to protect a key patent. That's not so surprising when you
consider that a single patent can sometimes safeguard an
entire product. Technology companies, however, have to
cooperate with one another because a complex product

<an incorporate several thousand patents, many of which
are held by other organizations. The patents, therefore, be-
<ome a form of currency exchanged among them.
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Recently, though, technology companies have been]
attacked by patent sharks, firms with hidden intellectual
property that surface, threatening to sue, when their rights
are madvertently infringed. Most of the time, the assault

Ty 1v

g T y .
attacked by patent sharks, firms with hidden intellectual
property that surface, threatening to sue, when their rights
are inadvertently infringed. Most of the time, the assault

COMEs OUt o the DIUE Trom an UNKNOWN SOUICe, and enter-
prises usually aren't able to identify their opponent until it
is too late for them to react. What's more, their traditional
line of defense, designed for taking on visible competitors,
is completely unsuited for this type of guerrilla warfare.

To avoid shark attacks, companies will have to go beyond
relying on legal remedies. They'll also need to move away

from amassing huge patent portfolios for crosslicensing
with competitors; develop smarter, simpler standards and

hbrorg | June 2008 | Harvard Business Review 129
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SolE2 2 SAME T SE&E@=, 1994-2007)

\l
MAETHZ | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2008 | =007 R )
EHHAT ZHHF MAEFHT dAE TS B
1994 45,712 4,662 37,261 Q
(10.2%) (81.5%)
1995 78,499 2378 5,920 58,094
(3.0%) (7.5%) (74.0%) %’
1996 90,326 2,379 3,236 6,825 68,845 <
(2.6%) (3.6%) (7.6%) (76.2%) 1)
1997 92,734 0,264 3,431 4,062 8,422 73,238 %
(2.4%) (3.7%) (4.4%) (9.1%) (79.0%) =]
1998 75,188 3,325 2575 4,041 4024 7,850 58,119 Qo
(4.4%) (3.4%) (5.4%) (5.4%) (10.4%) (77.3%) —
1999 80,642 | 42,788 2,433 2,658  3.631 4,471 9,891 65,872 %’
(53.1%) (3.0%) (3.3%) (4.5%) (5.5%)  (12.3%) (81.7%) T
2000 | 102,010 60,203 2,078 2,939 4,731 5,280 9,382 84,613 =
(59.0%) (2.0%) (2.9%) (4.6%) (5.2%) (9.2%) (82.9%) 3
2001 104,612 61,502 1,607 1,801 5,007 5,436 12,126 87,479
(58.8%) (1.5%) (1.7%) (4.8%) (5.2%) (11.6%) (83.6%)
2002 | 108,136 62,267 1,637 1,513 5,231 5,999 12,134 88,781
(58.7%)  (1.5%) (1.4%) (4.9%) (5.7%) (8.9%) (83.6%)
2003 | 118,652 69,470 2,688 1,687 5,405 5,616 84,566
(58.5%) (2.3%) (1.4%) (4.6%) (4.1%) (71.5%)
2004 | 140,115 81,240 2,521 2,020 6,892 92,673
(58.0%) (1.8%) (1.4%) (5.0%) (66.1%)
2005 | 160,921 94,047 2,930 2,512 99,489
(58.4%) (1.8%) (1.8%) (61.8%)
2006 | 166,189 99.083 3,626 102,709
(59.6%) (2.6%) (61.8%)
2007 | 170,711 106,140 106,140
(77.5%) (62.2%)
AR FATE _ o -
R e 57,796 77,798 81,156 82,890 89,960 105,619 118,304 127,563 136,920
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