
Own It
The Law & Business Guide™ to Launching 

a New Business through 
Innovation, Exclusivity and Relevance

Jon M. Garon
dean, hamline university 

school of law

Carolina Academic Press
Durham, North Carolina



Copyright © 2007
Jon M. Garon

All Rights Reserved

Library of Congress Cataloging-in-Publication Data

Garon, Jon M.
Own it : the law & business guide to launching a new business  

through innovation, exclusivity, and relevance / by Jon M. Garon.
p. cm.

Includes bibliographical references and index.
13 Digit ISBN 978-1-59460-391-4 (alk. paper)
10 Digit ISBN: 1-59460-391-X (alk. paper)

1. New business enterprises--Law and legislation--United States.
2. Intellectual property--United States. I. Title.

KF1414.3.G27 2007
346.73'065--dc22 2007018554

Carolina Academic Press
700 Kent Street

Durham, NC 27701
Telephone (919) 489-7486

Fax (919) 493-5668
www.cap-press.com

Printed in the United States of America

Cover photo credits:
circuit board and IC chip: © photos.com

wireframe drawing: © Roman Sakho, istockphotos.com
businessmen: © Kriss Russell, istockphotos.com



Contents

Preface xvii

Introduction xix
A. The Circuitous Sequel xix
B. The Role of the Book xxi
C. Acknowledgements xxii

Chapter 1 · Building Blocks for the Business 3
A. Entrepreneurship and the Business Start-Up 3

1. The goals of the Own It approach 3
2. Identifying the right business to utilize exclusivity 5

B. Starting with a Dream 6
1. The importance of relevance 6
2. The importance of research 7
3. Adding relevance to distinctiveness 8

C. Ideas or Risk—The Entrepreneur’s Patentable Spirit 10
1. Innovation starts on the outside 10
2. Risk-taking is not a measure of success 11
3. The patent approach for identifying consumer demand 12

Chapter 2 · Introduction to Exclusivity 15
A. Why Exclusivity Matters 15

1. The importance of avoiding becoming a commodity 15
2. The ability to control price 16
3. The power to own a marketplace 18

B. Sources of Exclusivity 19
1. Land 20
2. Patents 20
3. Copyrights 22
4. Trademarks 25
5. Publicity rights 26

v



6. Trade secrets 28
7. Contracts, franchise agreements, and licenses 29

C. Applied Exclusivity—Successful Start-Ups 30
1. Patents in practice: Bose Corporation 30
2. Copyrights in practice: the Walt Disney Company 31
3. Trademarks in practice: Wrigley’s gum and Coke’s bottles 32
4. Publicity in practice: Paul Newman’s Own 32
5. Trade secrets in practice: Coca-Cola 33

D. A Raft of Hope—Making a Difference with the 
Intellectual Property Ante 35

E. Learning More about Intellectual Property— the Own It
IP Reference 35

Chapter 3 · Integrating Intellectual Property to Maximize Both 
Relevance and Exclusivity 37

A. Identifying Exclusivity for the Own It Method Business Plan 37
B. Fit and Balance—How to Select the Correct Exclusive Elements 37

1. The invention-based enterprise 38
2. The copyright-based work 39
3. The trademark-based work and business branding 41
4. The publicity rights industry 43

C. Legal Limits on Exclusivity 44
1. Fair use 44
2. Trademark limits and nominative use 45
3. Exhaustion and first sale 46
4. Trademark abandonment—nonuse and genericism 46
5. Antitrust  48
6. The public domain in patents and copyright 48

D. Practical Limits on Exclusivity—Necessary but Not Sufficient 49
1. False promises 50
2. Misreading the market 51
3. Moving ahead of the technology 52

E. Conclusion—Creation Is Only the First Step 53

Chapter 4 · Beyond Exclusivity—The Need for Relevance 55
A. Relevance—Because Exclusivity Is Never Enough 55

1. The interrelationship between exclusivity, scarcity 
and relevance 55

2. Never be a king without a country 57

vi CONTENTS



3. Know your market segment 58
B. Social Relevance—The Role of Marketing 

and Advertising 60
1. Marketing and advertising 60
2. The risk of becoming a commodity 63
3. Relevance and profitability 64

C. The Opportunity for Relevance—Creating Innovation and 
Relieving Stressors 65
1. Finding uniqueness through innovation 65
2. The seven sources of innovation 66
3. The opportunity not to accept: “We have always done it 

that way.” 68
4. The opportunity from the stressors on stressors 70
5. The opportunity to see the future 71
6. The need for qualitative, quantitative,

and comparative analysis 74
D. In Conclusion—Exclusivity Revisited 76

Chapter 5 · Paying for Exclusivity: Financing and Business Structuring 79
A. Introduction to Debt and Equity 79

1. Debt 79
2. Equity 80
3. Managing risks through exclusivity, debt and equity 80
4. Finding balance 83

B. Sources of Capital or Equity 84
1. Friends and family 84
2. Participants and employee financing 84
3. Federal and state grants through Grants.gov 85
4. Angel investors 85
5. Venture capital funds 86

C. Sources of Loans or Debt Financing 86
1. Home loans 87
2. Friends and family 87
3. SBA guaranteed loans 89
4. Micro-loans 90
5. Other lenders 91
6. Seller financing: vendors and customers 91
7. Managing debt 92

CONTENTS vii



Chapter 6 · Application of Start-Up Financing to 
Intellectual Property 95

A. Reflecting Value in Intangibles—Proving the Worth of
Intellectual Property 95
1. Value and valuation 95
2. The predictable lifespan of valuation 96
3. Methods of valuation 98
4. Applying valuation to help “sell” the start-up 99

B. Identifying the Entrepreneur’s Goal for the Business 101
1. The psychology of the start-up 102
2. Lifestyle business to IPO 104
3. The psychology of venture capital 105
4. Applying funding goals to lifestyle needs 106
5. Scale and profitability for the investment 107

C. Integrating Goals, Value, Exclusivity and Relevance—
Achieving the Own It Value Proposition 110

Chapter 7 · Drafting the Own It Business Plan 113
A. Proper Uses of the Business Plan 113

1. Creating the plan as a planning device 114
2. Building the plan to build the enterprise 114
3. Making the plan useful for investors 115
4. Use of the business plan for lenders 117
5. What to keep out of the business plan 118

B. The Own It Business Plan Provisions 119
1. Understanding how to organize the writing of the 

business plan 119
2. Introduction or executive summary—the goal statement 

or story lead 122
3. Identifying the exclusivity afforded by the business 

to sustain profit and profit margins 122
4. Providing context—relevance, stressors and innovation 123
5. Another approach: The Patent Plan—what is new, useful 

and nonobvious 124
C. Rounding Out the Business Plan with Other Disclosures 

and Provisions 124
1. Identifying the leadership and key personnel 124
2. Management goals and exit strategy 125
3. Articulating the business operations: getting it done 125

viii CONTENTS



D. Anticipating Risk 127
1. Assessing the reasonable range of risks and rewards 127
2. Financial information and analysis—avoiding 

under-funding and reporting cash flow 127
3. Describing the financial picture—accounting methods 

and income statements 128
4. Describing the financial picture—balance sheets and 

other measures 129
5. Another approach: The Bell-Mason Development Framework 130

Chapter 8 · Documenting the Limited Liability Company 133
A. Articles of Organization 133
B. The Operating Agreement 134

1. The role of the Operating Agreement 134
2. Member and manager authority 135
3. Membership authority to elect and remove managers 136
4. Variations on ownership and authority 137
5. Allocation of profits and losses 138
6. Annual reporting requirements and annual 

membership meetings 138
7. Ownership transferability 139
8. Registration of member securities if the company goes public 141
9. Other housekeeping and non-controversial provisions 

of the LLC 142
C. Raising Investor Capital 143

1. Compliance with federal securities laws 144
2. Insider and intrastate exemptions from federal 

disclosure requirements 144
3. Regulation D offerings and accredited investors 145
4. Disclosure documentation through the 

Private Placement Memorandum 147
D. Other Significant Start-Up Agreements 148

Chapter 9 · The Internet, E-Commerce and the 
New Sales Paradigm  151

A. The Critical Elements for the Information Enterprise 152
1. Reliability as verification of the information 152
2. Resilience of source and durability of information 152
3. Security of data and information 153

CONTENTS ix



4. Reach and the accessibility of information 154
5. Timeliness 156
6. Richness and customization 157
7. The information marketplace 157

B. The Small Differences and Large Similarities to the Old 
Sales Paradigm 159

1. Universality of access 159
2. Removal of geographic barriers for content 160
3. Time and its influence on communication 160
4. The same consumers only smarter and more comfortable 161

C. Understanding Disintermediation 164
1. The Blown to Bits phenomenon 164
2. The limits of disintermediation 167
3. The newspaper legacy and the lesson for 

the entrepreneur 168
4. The components of information pricing 168
5. The need for mediation and service 170

D. Business Models of the New Economy 171
1. The non-business model of content distribution 172
2. Web portals and traditional media sites 173
3. Music, video and software delivery sites 173
4. Newspapers, news centers and publishers 174
5. Game sites 175
6. Auction sites 175
7. Financial services sites 176
8. Online learning and education 176
9. B2B automated corporate suppliers 177

10. Retail vendors 177
11. Search engine sites 178
12. Social networks 179
13. Business Process Outsourcing (BPO) 179

E. Beyond the Internet: The Other 
Technology Revolution 180

1. The unlimited array of innovation 180
2. On the drawing boards 181
3. From innovation to start-up: Make the invention 

commercial 182
F. The Business Model Lesson: Exclusivity and Relevance in 

the New Economy Business Models 182

x CONTENTS



Chapter 10 · Industry Examples and Approaches 185
A. Exclusivity in Retail: the Restaurant Business 185

1. Trademarks and mascots 185
2. Patents and technology in food distribution 186
3. Trade secrets and special recipes 187
4. Publicity-based businesses and the great chef 187

B. Exclusivity in Retail: Brand Stores and Exclusive Offers 188
1. Wal-Mart v. Target: Branding, relevance and exclusivity 188
2. Best Buy’s Four Flicks 189
3. Tea Source—the shop around the corner rides the long tail 189
4. Ronco, patents and the infomercial 190

C. Exclusivity in Manufacturing and Service 191
1. Creating new products 192
2. Trumpeting recognition, awareness and relevance 192
3. Extending innovation to brand enhancement 193
4. Athlete endorsements: From my field to yours 193

D. Exclusivity in the New Economy: Software Strategies 194
1. Building friends in software gaming 194
2. Bundling to overcome compatibility learning curve barriers 195
3. The open source dilemma 196
4. Software patents 198

E. Exclusivity in the New Economy: Internet Businesses 199
1. The content model of website business 199
2. The disintermediation & service model for the web 201
3. Connecting catalogs, retail and infomercials 202
4. Individual artisans 202
5. Pets.com—the worst model ever 203

Intellectual Property Reference Guide 
A. From Business to Law—The Use of Intellectual Property in 

the Own It Method 205
B. How to Use the Reference Guide 206

Chapter 11 · Patents and Patent Law 209
A. Attributes of Utility Patents 209
B. Patents Explained 210

1. Subject matter of utility patents and plant patents 210
2. Subject matter (and irrelevance) of design patents 210
3. An invention must be new 211

CONTENTS xi



4. An invention must be useful 211
5. An invention must be nonobvious 212

C. The Patent Application 213
1. Application by the inventor 213
2. Reducing the patent to writing—specification and claims 213
3. Timing and issuance 214
4. Filing a provisional patent application 215

D. Acquiring Patents 218
1. Invention 218
2. Hired to invent, shop rights doctrine and 

employment agreements 219
3. Acquisition through purchase or licensing 220
4. Exclusivity in licensing 220
5. Other transfers 221

E. Enforcement of Patent Rights 222
1. Identifying infringing conduct 222
2. Contacting the infringer 222
3. The litigation process 223
4. Recovery and damages 223
5. Violating the patent rights of others 224

F. The International Implications of Patent Law and Practice 225
1. Patent Cooperation Treaty 225
2. Other international filing options 226
3. Impact of international trade 226

Chapter 12 · Copyrights and Copyright Law 229
A. Attributes of Copyright 229
B. Copyright Explained 230

1. Subject matter of copyright 230
2. Matters not protected by copyright 231
3. Exclusive rights for the copyright owner 232
4. Transferability and licensing of copyright 232
5. The term of the U.S. copyright and the public domain 236
6. Fair use 237

C. Acquiring Copyrights 240
1. Authorship and joint authors 240
2. Authorship as works-made-for-hire 241
3. Termination and renewal 243
4. Transfer, notice, registration, and deposit 245

xii CONTENTS



D. Enforcement of Copyright Rights 246
1. Prima facie case for copyright 246
2. Injunctions and remedies 247
3. Violating the copyrights of others 248

E. The International Implications of Copyright Law and Practice 249
1. Extraterritorial protection of U.S. authors 249
2. Exploitation of foreign copyrighted works 250

Chapter 13 · Trademarks, Service Marks, Brands, and 
Trademark Law 251

A. Attributes of Trademarks 251
B. Trademarks Explained 252

1. Subject matter of trademark law 252
2. Sources of legal protection from both state and 

federal law 253
3. Benefits of federal trademark registration 253
4. A trademark must be distinctive 254
5. Secondary meaning and acquired distinctiveness 255
6. A trademark owner must be first in priority 256
7. Junior users and other limitations 257
8. Use of surnames 258
9. Unfair competition as a broader alternative 259

10. Service marks, collective marks and certification marks 260
C. Dilution and Disparagement 261

1. Dilution 262
2. Disparagement or tarnishment 263

D. Acquiring, Licensing, and Maintaining Trademarks 264
1. Use in commerce 264
2. Intent to use 265
3. Elements of an application—specimens and drawings 265
4. Acquisition through purchase or licensing 267
5. Benefits of co-branding and licensing 268
6. Maintaining trademarks 268

E. Enforcement of Trademark Rights 269
1. Enforcing trademark rights before litigation 269
2. Elements of the trademark infringement claim 270
3. Likelihood of confusion 271
4. Nominative fair use and collateral use 273
5. Other defenses to trademark infringement 274

CONTENTS xiii



F. The International Implications of Trademark Law 
and Practice 275

1. The Madrid Protocol 275
2. Continued international enforcement 276

Chapter 14 · Publicity Rights and Privacy Law 277
A. Attributes of Publicity Rights 277
B. Publicity Rights Explained 277

1. Subject matter of publicity rights 278
2. Unfair competition under the Lanham Act for 

rights of publicity 281
3. Matters not protected by publicity rights 282
4. Relationship between publicity and copyright 283
5. Other limitations on publicity rights—First Amendment 

and quasi fair use 285
6. Relation of protection for state-law right 287
7. Term of publicity rights 288
8. Taxonomy of publicity rights usage  288

C. Acquiring Publicity Rights 289
1. General considerations 289
2. Protecting the publicity rights of the entrepreneur 290
3. Acquisition of celebrity promotion through 

purchase or licensing 291
4. Grant of rights—defining the identity rights to be licensed 291
5. Exclusivity 291
6. Term 292
7. Identification and approvals of products or services 292
8. Morality clauses 293
9. Payment and royalties 293

10. No obligation 293
11. Promotional services 294
12. Spokesman and advertising issues 294

D. Enforcement of Publicity and Privacy Rights 296
1. Prima facie case for publicity rights 296
2. Other aspects of the publicity claim 297
3. Comparison to the §43(a) prima facie case 297
4. Injunctions and remedies 298

5. Violating the publicity rights of others 299
E. The International Implications of Publicity and Privacy Interests 299

xiv CONTENTS



Chapter 15 · Trade Secrets and Trade Secret Law 301
A. Attributes of Trade Secrets 301
B. Trade Secret Law Explained 301

1. Subject matter of trade secret protection 302
2. Trade secrets must have value because they are secret 306
3. Creating the duty to keep the secret 306
4. Reasonable efforts to maintain secrecy 307
5. Independent disclosure 308
6. Relationship to other intellectual property laws 309
7. Federal trade secret protection and the 

Economic Espionage Act 311
8. Relationship to federal computer anti-fraud statute 312

C. Creating and Maintaining Trade Secrets 314
1. Originality and secrecy 314
2. Acquisition through purchase or licensing 315
3. Termination of trade secrets 315

D. Enforcement of Trade Secret Rights 316
1. Prima facie case for trade secret misappropriation 316
2. Defenses to trade secret misappropriation claim 317
3. Remedies 317

E. The International Implications of Trade Secret Protection 318

Appendices 319
A. Charts: Overview of Intellectual Property 319

1. Intellectual Property Reference Chart 320
2. Copyright Timeline for Duration, Renewal & Termination 323

B. Sample Agreement: Trade Secret Nondisclosure Agreement 326
C. Sample Agreement: Website Content License Agreement 329
D. Sample Agreement: Employment Agreement 334
E. Sample Agreement: Trademark License Agreement 340
F. Sample Business Plan: Business Plan for “Riders, LLC.” 349
G. Additional Resources: Reprinted Federal Governmental Materials 356

1. Business Plan Basics from the United States 
Small Business Administration 356

2. Trademark FAQ (select answers from the 
Patent and Trademark Office) 359

3. Fair Use – Copyright Circular 102 362
4. Circular 9 – Works Made for Hire under the 

1976 Copyright Act 363

CONTENTS xv



5. USPTO – Top Ten Scams Warning Signs Brochure 
(selected text) 367

H. Selected Bibliography 370
1. Contracts & Form Agreement Books 370
2. Nonlegal Reference Books 370
3. Other law related books of interest 371
4. SBA – Academic Research on Small Business 

(Books and published references) 371
I. Web Bibliography and Primary Links 373

1. Own It website: http://lawbizbooks.com/ownit.html 373
2. Business Planning Websites and Other Resources 373
3. Academic Research on Small Business (Weblinks) 

Recommended by the SBA 375
4. Intellectual Property Websites 378

Table of Cases 379

Index 380

xvi CONTENTS


