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In a worldnow awash with free information it is easy to forget that there atdl manycompanies
out there making a good business from selling data, not lgaslitional online services likBialog
LexisNexiQueste] andSTN International

The NI A & 2 yof tHesegrapiikary online services whichpre-date the hternet, and startecbut
asdialup services hasalways has beeheavilyfocused on sellingalueadded data apremium
rates, primarilyto businesses, research libraries, and large legal fidnd.the jewel in the crowof
these services was alwayhe paent databases that thepffer T not least becauséhey were able
to sellaccess tahem at very attractive rates.

Evidently,the patent information markeis still considered good business tde in: Last month
LexisNexiga division of publishing behemothReed Elsevi¢rlaunched a new webased patent
produd called TotalPatent Thisis not so much a patent database, as a collectionpafent
databasesAsLexisNexikoasts TotalPatents, "the world's largest collection of searchable ftdkt
andbibliographic patent databases".

More precisely TotalPatentoffers access to arounf0 million patent documents from 22 of the
world's largest patent authoritiedt also include content from500 scholarly journalpublished by
LexisNexis' sister compamsevier a number of advanced analysis tools [katentOptimizer and
machine translation capabilitiefor this, customers pay an annual subscription ghaf $2,000 per
user.

But it would be wrong to suggest that alldandyin the valueadded patent information market.
Like most providersf proprietary information paidfor patent informationservicedace increasimg

competition from free sourceson the Web, includinghe Googé Patent Servigeand an ever
growing quantityof free data provided by he worlds major patent offices (PTOS).

In fact, PTOs firsentered the electronic patent information businesgay back in the miel990s,
when theystarted offeringCDROMroductsof patent information And with the arrival of the Web
they began providingpatent informaion on the Internet for free. Since then their offering has
constantlygrown and expaneéd over time.Moreover, while initially providingjust raw data,some
PTG have begu to offer valueadded dataas wel] and so now directly competeith commercial
providers. The European Patent OfficdEPO) which runs the esp@cenetservice, has been
particularlyaggressivén doing this

Unsurprisinglythis was controversialfrom the beginningwith private vendorswarning thatif they
continued to offer free information PTOs would forceommercial providersut of the market,
leavingthe distribution of patent information in the hands aksmall groupof state monopolies.
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Yet 12 years later, LexisNexiearly believes there remains a healthy market for valsstted
patent data TotalPatentundoubtedly cost aconsideable sum of money to develop money
LexisNexisvould not haveinvestedhad it not been confident that it could recoup &nd make a
healthy profit to boot.

Is LexisNexidiving in cloud cuckotand, or is it rightly confidenthat valuedadded patent
informationwill remaina good furrow to plought even in a worldlooded withfree information?

| have been curious ahit current thinking insideommercial information vendors for a while now.
So when | wasinvited to talk about the launch ofTotalPatentwith Peter Vanderheyden vice
president of global intellectual property at LexisNaxi$took the opportunityof raising some ahe
wider issuesvith himas well

Vanderheyderhas been irthe patent information businesfor ten years. Amongst other things, he
was involved in the development of the first free patent information serticbe launched on the
Webt IBM'sPatent Sever. This waseleasedas a free servicen 1997,but later re-engineered as
a proprietary paiefor service calledelphion andeventually sold on tdhomson's Derwent

So what is Vanderheyden'stake on the current environment forpaidfor patent information
servicesAWhile expressing confidence thahe market remains a goodne, he did not hide his
irritation (anger even) at thactivities of theEPO, an@&choedthe oft-repeatedclaimthat this was
threatening the viability of commercial providerdHe alsosuggestedthat the EPO'sactions had
chilled innovation and held backhe development ofnew paent informationservices.

It is also clear that these argensitive issues as evidenced by LexisNexis' stipulation thanly
publish the interview with Vanderheydeii | attach a statementindicating that his answers
represent Vanderheyders personalopinions alone not the official position of LexisNexis, or its
parent company, Reed Elsevier

For me the experience was instructional. Having spent the last couple of sgeaiking to leaders
from the various free and open movementshadformed the inpressionthat there arenow two
very distinct cultureddriving the secalled "nformation economy," andhat an ever wideninggulf
separateghese two culturesVenderheyden's answers to my questiappeared to confirnthis.

What are these two cultures®@n the one hand ithe traditionalcorporate culture and on the other
what one might calh newculture of"the commons.

The former tends to be veryanrowly focused orcorporate missiog market opportunitiesbusiness
strategies, and things likecash cowsand "budget realities"t usually without any reference to
wider society (other thamcknowledging that thails wherea company'sustomerscome from). The
latter, while notanti-businesstends to takea much broader view of the world, amd society, ands
often deeply interested irethical issuesand"the public good.

What this means in practice is that corporate cultutewsinformationis essetially an aset to be
exploited for commercial gainand thosewho subscribe tdhis cultureassumetherefore thatthe
default positionis that information shouldbe treatedas a producto be bought andold Those who
subscribe to the culture of the conons by contrastpelievethat information is most useful when it
is shared by as many people as possibleused to promote sociadood. For them therefore, the
defaultpositionis one in whichnformationis freely available to all
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That there has been a serious breakdown in communication between these two cufttses
becameapparent to me when interviewedthe founder of theFree Software MovemenRichard
Stallman

When Ipointed out to himthat companies lock up their content wittligital rights management
(DRM technologies becausi a digital environmeninformation can be so easily copig@vhich

reducesits value as a commercial producBtallman snapped bactkat operating from purely selfish
motives is no excuse for mistreating peop(8tallman, like manybelievesthat DRM issocially
unacceptable, since it erodes both freedom and privacy).

He added; There is this bizarre idea nowadays that all a person has to do to excusdreastyent
of others is to sayl 'am just trying to make monéyAs if making money were so admirable that it
could justify absolutely arthing. Oh, | punched him in the nosbut | am trying to make money, so

let me do it

Peter Vanderheyden

Please note that LexisNexis has requested that this statement is attached ttrtreefoltewiregvanswers al
provided by and represent the opinions of R&aderheyden. They do not represent the official positi
LexisNexis or Reed Elsevier in regard to broader market or business policies or practices."

TotalPatent

RP:HistoricallyLexisNexis was only a minor player in the patent information busiésg.
did it decide tomoveseriouslyinto patentsonly after the PTO$ad begun to provide patent
informationon the Wel?

PV: LexisNexisinvolvement in the patent information business predates the loading of
patents on the web by the PTQs. fact, LexisNexis was the very first organisatioofter
online access to the futext of US ptents back in the early 1980s.

The decisiontherefore, had nothing to do with the state of the offerings of the PTOs.
Rather, it was a strategic decisido offer our customers a more comprehensive solution
suite o address their primary needs$:or our law firm clients it means offering deep
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research and analytic offerings in one of thastest growing practice areas$:or our
corporate clientstimeans héping theclient protect what matters most to their enterprise.

RP:Whyspecifically developotalPatent?

PV: For the above reasons and because our customers were asking for broader and
deeper content in a single application that was integcateto their current workflow.Our
customers can move directly from the other LexisNexis offerings to TotalPatent and from
TotalPatent into the other offerings. While e more than tripled the country collections
available in full text wee also integrated lgh value tools likdPatentOptimizerinto the
offering as wellso customers can go from extensive research to precision analysis of a
application or grared patent

So, weve delivered on the content and research needs while linking that offering into other
related solutionsin the context of their daily work.

RP:Am 1 right in thinking thathe base content in TotalPatent came from the -tekt
databasePatentVarehouse which wasacquiredby LexisNexis when it bougbniventioin
February 2009f that's right, what's been added to create TotalPatent?

PV: PatentWarehouse was actually an applicat{es opposed to content)f Univentio prior
to the acquisition.That said, the content we acquired in the acquisition is the asiour
current extensive collection.

Weve added considerably to our PDF cdilen and reprocessed nearly 50 millid?DF
records into comressed and searchable formdnh addition, we took advantage of the
development time for our own application b-fabricating every patent record, fieloy-

field, into a high performance database to enable us to engage in continuous improvement
of our data quality while embracingpe fact that the content of a patent and information
related to a given patent is ctinually changing.

RP:Can yougive me the headline figures dhe content available (humber of documents
etc.) in TotalPatent and how that compares with competing services, both f@aidand
free?

PV: Whereas the mprity of commercial and freservices offer access to 5 or 6 fidkt
collections, TotalPatent will contain tHall text from 22 of the world larger patent issuing
European patent authorities such as t@h@a@s, Switzerland, Bgim, Sweden, Spain
and ltaly.

TotalPatent will also comprise important English language auibsriike Australia and
CanadaAnd, of course, as well as offering access to documents in their original language,
TotalPatent wil contain English language machine translations.

As well as fultext TotalPatent will alsinclude bibliographic content. bkt of the existing
services rely upodNPADOCGDocDB) dr their bibliographic content. We have expanded
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TotalPatent to include bibliographic records from over a dozen other authorities including
Lain America, and Asia Pacific.

In terms of the number of documents, we expect TotalPatent to contain ovemi@idon
recordsand of course, it is growing daily.

RP:What aboutpricing?

PV: Our annual subscriptiorstarts at around $2,000 for a single seand we discount

accordingly for enterprise and site licendeals on a dedaby-deal basisThat price includes

unlimited access to the content, including machine translatiaasvell asall features and

functionality such as alertg, downloading and analytic€ustomers can expect us to be
competitive with other'for fee" services.

RP:Who wes TotalPatentdesigned for?

PV: It was designed for all patent practitioners including law &iand corporate legal/R&D
groups.Patentshave globalimplicationsby their nature and technology crosses industries
on an increasing basis so the product wasgtlia address the primary needs of every patent
practitioner.

Users will benefit from the broader content in full text, which is where the legal protection
is defined and the tealblogy is explained in detailhis will help reduce the amces that a
practitioner will 'miss' relevantprior art or other competitive information that could help
influence important business, technical, and legal decisions.

Even simple things such as the compressia@®fPDFs can save considerable time for users
when they need to download documents for future reference and work projects or cases.

Stormy waters

RP:Thee has been a lorgunningcontroversy over obvious patenversoftware patents,
and over businessnethod patentsHow @n TotalPatent help peopleavigatethesestormy
waters?

PV: Excellent question. Obviousness is assessed on many points, including the availability of
relevant prior art and the synergy of multiple piecef prior art in combinationSince
TotalPatent reveals the actuakthils of the invention in fullext this prior artbecomes

more manifest and the dbviousness of an invention (or lack thereof) might be easier to
establish one way or the other.

When it comes to obviousness and to reducing the number of applications on obvious

technology or improvements to technology, the more accasscanprovide at a relevant
(full text) level, the better everyone will be.
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RP:Does TotalPatent have anything toferf Free and Open Source software developHrs?
so, what?

PV: I think so.Open source developers may be interested in the extensive contenttiole
in order to research thedpenness or protection of ideas and concepts that they would like
to develop in an open source environment.

RP: | wouldthink that most Free and Open Source developers wirddthat an annual
subscription of $2,000 for sing&eat access ta patent information productsi prohibitively
expensive. Would you agree?

PV: It sounds like you're askintwo very different questiond. ansvered the first which is
simplyt do we have anything to offer those people who develepe or Open source
software.The answer is yes.

The second question seems to be: Do you offer anything for free (presumably to any user)?
The aswer is no, we only offer a fdee service.

But, we do offer access at $250/month for occasional users so they don't havey tth@a
full yea price for only periodic use.

If the user has a more consistent need then we offer the annual subscription piceh
we feeloffersexceptional value.

Changing patent landscape

RP:There have been three important developments in the pal@miscaperecently:The
Patent Reform Ac2007, the US Supreme Court rulitSR _International Co. v. Teleflex.Inc
and changesto the USPTO ruldaniting the number of claims that can be attached to a
patent. What impact do you see theshangeshaving onthe world of patentingand how
can TotalPatenhelp address the isssarising?

PV: These are all hatopics You mention three developmentswould broadly categose

the first and third as having an impawh the whole prior art worldThe second has a more
immediate impact on obviousness which | expanded on above (and by definition is also
related to prior art).

In the end, regalless of the final wording dfhe Patent Reform Act, there will need to be a
much mae diligent prior art searclior every patent applicationThe debate rages about
where this burden should belacedt onthe government oonthe applicant.

Again, the final outcome on where the burden is placed is less a concern of oufsvateh

from the sidelines) as We focusing on helping that party perform a more exhaustive
search, with mee precision, in less time. $tthat simple.
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The other part of the debate is the level of documentation required for prior art searching
and in particudr identifying the relevant paragraph or sentence in the prior areiation to
the claimlanguageThis can be quite a burden to the responsible party.

We already have a tool called PatentOptimizer that can assist the useraking this
connection and annotating jor art in relation to claimsThis tool can be used separately
(on free form patent applications) or within the full text view of a patentlatalPatent.

So, were thinking deeply about these developments and trying to stay just ahead of them in
terms of understanding how they will impact customeasid how we can mininee that
impact to help improve the overall quality of the patent system

RP:In any discussion about innovation toddnete seerato betwo warring sidesOn one
side are the secalled IP maximalists who believe that the best approach adways a
proprietary one on the other we havehose whobelievethat innovation is besserved
through open systems anohformation sharing As an employee of LexisNexis do you
inevitably belmg to the IP maximalist school?

PV: By definition | dort think we belong to eitherl dorit believe the issue is as black and
white as some like tognt it.

The fact is that there is a place for both, and it depends on corporate strategy relating to a
given technology as well as social and user community demands and initiative. Proprietary
protection is useful when heavy investments are being mtd need a return (else why
would anyone invest?).

The owner of the proprietary technology has to be convinced that their protected position
will result in customershoosing togive them money for their offering.The beauty of
todays world is thathe user community now has a choick.the owner of the technology is
irrational in their expectations for yield the community can chose to band together to
bypass them.

The protected position is of course an obstacle, but in the erahy technologes can
eventually be worked around if there is also some degree of flexibility in the expectations of
utility and convenience.

| believe that companies that provide a good solution at a fair price will continue to be
rewarded by customer loyalty, whicwill yield new inmvations and better offeringsin
those instances where private enterprise do&#see sufficient value or is irrationad their
expectations for return, the community can take alternative action.

For-fee or for -free?

RP:Patent informationitself is caught upn this debatewith PTOs making more and more
patent information available for free, and constantly adding more value to that. dRetent
information providers have been very critical of the PTOs in this regard:s/¥bat take on
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the issueMow do you see this playing out in the future? Is there indeed a future fofgraid
patent information?

PV: Making patent information available fronhé¢ government is not a threaMost PTOs
fulfil their constitutional mandateto provide access to government information in a
responsible way and we have no issue with that.

The only quasgovernment orgarsation that really is extendingtself beyond providing
their own information to the public is the EP@dropean Patent Offigel do not fully
understand their strategy but itan havea negative impact on the vendors in this space as
I'm sure you could confirmnanimously in a vendor surveym sure they feel they have an
economic responsibility that is better fulfilled by providingcass to all' government
patent data (including value added data and analytic tools for that matteu, | think their
argument is weak given that there are more than a sufficient number nafa players
willing and actively providing this information to the public today.

Having been in this industry for over 10 years my sense is that the free services have
become animpedimentto the growth and development of more robust offerings and
analytic capabilities from the private sector.

RP:Why?

PV: | think its because the offering of free value added content and functions (i.e. beyond
making available the information related togaven patent office) unnaturally disrupts the
normal economic lifecycle of commercial products.

Every enduring company drives their products through a lifecycle that includes investment
at the front end followed by a recovery period and eventually efwd¢h luck) ina cash cow
situation.If not, the company will soon cease to exist.

The EPO by its actions may appear to be driving the commercial sector to higher levels of
value but they alsdlisintermediatevalue add by followingr copyingthe private sectoior
anticipating where they will go nexgnd disrupting this product life cycle such that the
private sector never gets to that critical cash cow phase where they can generate cash for
future investment.

In fact, they may interrupt the cycle before the private sector even recovers their
invesiment. They dathis not with funds Voluntarily' contributed by users it with fees
mandated by laws.

RP:You mean that Wwere commercial providesae only able to operatefor so long agheir

customers agree to pay for ehinformationthey provide patent applicantshaveto pay if

they want protection. Patent offices are thable to usehat moneyto provide information
services?

PV: Yes.The end result is that the patent research market is really not substantially
advanced from where it was 2000-2002.
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The private sector only investsat' their own risk that the EPO eventually and perhaps
quickly will copy their innovation or value add and eliminate the chance for economic
recovery, thus slowing or eliminating the next investmentie private sector.

Contrary to the belief of some players, | dobelieve that the EPO is doing this intentionally
or out of a sinister motivation. | believe that they think they are acting in the best interest
of the economicommunity that they represent.

| simply and respectfully disagree with the end result of trstrategy | think the public
would be better served if the EPO invested their fees in improving patent quality and
working with vendors to develop solutions that will benefit the world patsystem.

RP:Peter, you started ouworking ona free patent servicat IBM. This was later spun off as

a paidfor service calledelphion | believe you then spent some time |Rcom which
provides an alternative to patentingThen you joined LexisNexis, and are now promoting a
paid-for service. What's your personal take orm thpen versus proprietary discussitwoth

with regard to patent information and information in gene?al

PV: Ahhh, youve been paying attention and rememb#re debate we both took part in at
Derwentsome 10 years agb!

The IBM system was motivated by the personal initiative of a few individuals coupled with
the company interest in creating atéchnology demonstratioh project to prove the
capabilities of IBM hardwarend more specifically softwards you recall, this was the first
time patents were mde available via the InternetBM did not have the intention of
offering this as a free service for an extended period of time.

| got involved as a business person shortly afer project had mad its pointt i.e. large
volumes of complex data could be enabled oreakttime access Internet systeimn a very
useful way; andthe question internally became "now what?"

We actually had a lot of users but no economic model since it was developed as
technology exercise and not asbasiness development projecBowe created a business
unit out of the project and immediately began the process of crepti '5pin out' company
(Delphion).The solution was not in line with IBM core strategies anddegean economic
driver to sustain itself.

So, the development of Delphion is solid confirmation of my prior comments regarding
economic endurance.

Time and place for public disclosure

! vanderheyden spoke for the motion, "By the year 2005 Knowledge Management will supersede the
requirement for an Information Professionalhe motion was lost by 150 to 8 no doubt because the
audience consisted entirely of information professionlshaired the debate.

9]Interview with Peter Vanderheyden


http://www.almaden.ibm.com/projects/patent_server.shtml
http://www.delphion.com/
http://www.ip.com/
http://scientific.thomson.com/derwent/

RP:IP.Com ishevertheless interesting in the context of angliscussion about free versus
closedmodel isn't it? After all, by encouraging people to publish their inventionsather than
patent them, IP.com supportsthose who wish to share their inventionswith the world,
rather than make them proprietary.

PV: That alsois very much in lingvith the needs of the IP worldP.com offes inventors the
ability to disclose their inventions order to protect their right to practice the art without

the cost of patenting the invention. Of course, this includes giving up your exclusive rights
to the invention.

In the end, economic decisismust be made since all cgranies have limited ®urcesin

fact, some of the highest volume disclosers of technology are also the most aggressive
patent holcers. The two are complmentary and this simple fact demonstrates that those
with deliberate IP protection strategies leverage all tools at thepdsal to optinse their
protection based on economic expectations and budget realities

Having a robust IP strategy will cause inventors to protect some inventions, disclose others
SO as to protect their right to practice by ensuring others ‘tigratent the invention (and

thus lock the true inventor out), or keeping an idea dsade secret None of these choices

are smarter ormore economical than the other it purely depends on theéusiness
strategy of the inventoor owner of the invention

So, IP.com is another part of thepktection equation.There is a time and place for public
disclosure (and IP.com aims to make it affordable, econalnaicd accessible), a time for
proprietary prdection, and a time for takingsk with atrade secret.

The IP wdd is not for the weak minded it is for those who want testrategee, plan and
executeaggressively for success.

RP:Many argue that in lhe so-called knowledge economynformation needsto be freely
exchanged, and sany access barrierseed to beremoved including price access barriers.
This, for instance, is the debate surrounding @egen Accesmovement, where scholarly
publishers like Elsevier are being told that they should charge to publish research papers, not
charge readers to read them thereby earning money for the service they provide, but
maximising the number of people who can access the informagranalogy, one could

argue that PTOs charge patent applicants a service fee for examining their patents, and then
use some of that money to make the information freely available to everyoneGasgle
meanwhile, is able to provide a free patent servicebecauseits businessis funded by
advertising revenuesThat suggests that eventually perhaps all patent information should be
free: can you see that happenihg

PV: Perhaps for casual uselsit not for the serious useifhe smple provision ofcontent, or

the serving of content out of context is one thing, but the IP/patent world can only get so far
if they have to piece it all together.
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Google doestt piece information togetherlt doesrit give you a lot of information about
the relationshipof one document to the next, or insight into the contents of a given
document and how that mightnpact your workflow or decisiemaking process.

Even though Google does have an economic model to sustain them (advertising) thiy aren
seeing a need or abire to really dive into the complexity of documents and the
interrelationships of documents or contefft least they havenot demonstrated that they

see this need)

Don't get me wrong: I'm not slamming Googld.ast time | checked they were doipgetty
good They are very successful in what thegry and the market they servddy point is that
users have varying demands for full function solutions that might include content while
others (perhaps large volumes obthers') are quite happy with free aess to masive
amounts of content only.

The 'fee" basedbusiness mdel on the other handdoes pursudghe area of value addby
connecting otherwise disparate content and by providing tools and analytics to facilitate
customer workflow

| am notarguing that there should only be one model (open proprietary) Rather, it

makes sense that some information which is created and editedvdre and then made
available In context, and in relationship toother data be done so under afée" based

model. In this scenario the content is only one paftthe value of the solution.

In other situations, where users create and donate information ad hoc and without any
additional value ad, it makes sense that this begen.’

In the end, users willlecide.Even the most &rd core open source orfrée" proponents
would have to agree that sorting through the mass of content one might get in a search or
in surfing blogs takes considerable time and effort to assess and further effort to validate if
one plans to base important decisions on that content. There are perhaps hidden costs (in
productivity and overall work quality) that users may not be factoring into their equation.

Irresponsible

RP:The arguments notjust that you offer raw data for freeput that you adopt a business
model that allows you to offer valuedded datafor free as wellAndthe proposition is that
you can do so if rather than charging an access fee you seek revenues elsewhere.
Indeed, this is preciselyhat LexisNexis' s&x companyElsevier has started texperiment
with, launching a new service call€hcologyStathat offers valueadded informationfor
free. And like Google, it plansto do this by earning money from advertisinQo yousee this
as apossible model for LexisNexis?

PV: Wholesale conversion to drée" model would seemirresponsibleto me and would
demonstrate a lack of appreciation feconomicreality.
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To"seek revenues elsewhérassumes there is someplace else someone elsgwilling to
pay. While advertising is a viable option it is not, as sosu@pose a bottomless pit of
abundant cash. It ceainly has its place but if alfdr fee" services went to an advertising
model tomorrow!'m not surethey would reap similar economic benefits

RP:You don't see LexisNexis ever adopting this model then?

PV: | would not propose making such a mav€&urther, given a choice, | believe most
professionals woulgrefer their information and workflow toolsadvertising freé so they
can concentrate on the work at hand and not on trying to see through and around
advetisements sahey can continue their workFurther, serious users have to appreeia
whether the system is optimesl for advertises (those who are pgng for the system) or
users.

Having said all that, would not rule out any bisiness modell like to continuously assess
our business models in relation to customer needs and investment requirements.

In the end, customers will vote with their dollars and increasingly with their own collective
efforts if they cannot get what they warftom their current providers.l welcome the
chalenge and believe that offeringriust havé value addedsolutions built around the way
our customers work will continue to create value that customers are willing to pay for.

RP:Thank you for speaking withe.
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This interview is published under the terms of the Creative Commons Attribia@rcommercialNo-
Derivatives Licencehfitp://creativecommons.org/licenses/bync-nd/2.5/). This permits you to copy and
distribute it as you wish, so long as you credit me as the author, do not alter or transform the text, and do not
use it for any commercial purpose.

If you would like to repulish the article on a commercial basis, or have any comments on it, please email me
atrichard.poynder@btinternet.com

Please note that while | make this article freely available to all, | am a freglameelist by profession, and so
make my living from writing. To assist me to continue making my work available in this way | invite anyone
who reads this article to make a voluntary contribution. | have in mind a figure of $8, but whatever anyone felt
inspired to contribute would be fine. This can be done quite simplysdéiyding a paymento my PayPal
account quoting the email addresichard.poynder@btinternet.comit is not necessaryto have a PayPal
account to make a payment.

Please note that LexisNexis has requested that this statement is attached t&Thefoltewii
answers are provided by and represent the opinions of Peter Vanderheyden. They do no
the official position of LexisNexis or Reed Elsevier in regard to broader market or business
practices."
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