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While the value of patents is documented widely for technology ventures, whether retail ventures can improve
their survival odds from patents, copyrights or trademarks remains unexplored. Given the relatively lower
survival rate of retail ventures, whether investing in intellectual property could improve their survival odds is an
important research question for both the retailing and entrepreneurship literatures. Based on a sample of 585

retail and 2406 non-retail ventures in the Kauffman Firm Survey, retail ventures have a lower chance of survival.
Compared to non-retail ventures, patents, trademarks or copyrights in retail ventures increase the odds of
survival. The findings have implications for resource allocations related to intellectual property in retail ven-

tures.

1. Introduction

New retail ventures represent a significant portion of the US
economy. Overall retail productivity is driven by “more-efficient firms
replacing a set of less-efficient exiting ones” (Hortacsu and Syverson,
2015, page 93). The US retail sector has vibrant entrepreneurial ac-
tivity. In 2014, for example, entry and exit rates for new retail estab-
lishments with 1-4 employees were 15.0% and 20.5%, respectively.
Despite their contribution to the vitality of the US retail sector, retail
ventures face a slightly below average 5-year survival rate of 41.1%
compared with an eight industry sector average of 43.9% (Census Bu-
reau 2005 data).

While the interest in understanding retail venture failure has in-
creased recently, the question of whether investments in intellectual
property by retail ventures improve survival odds remains unexplored.
We ask — Does the type of intellectual property protected by a retail
venture improve its odds of survival?

We draw on a longitudinal sample of 585 retail and 2406 non-retail
ventures followed from 2004 to 2011 in the Kauffman Firm Survey, the
most comprehensive longitudinal sample of US ventures. To rule out
alternative explanations, we control for a variety of factors, including
credit risk from archival source, along with state, year, and industry
dummies. We find that patents, copyrights, and trademarks improve
survival odds of retail ventures.

1.1. Legal protection for intellectual property

Intellectual property (IP) is the term used to refer to the output of a
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creative process. When the United States government recognizes the
ownership of intellectual property, it grants certain rights that will be
protected under the nation's laws. There are three such types of in-
tellectual property protection common among retail firms, which are
known as copyrights, trademarks, and patents. We review each type of
IP and highlight benefits of each type of IP for retail ventures.

Copyrights are a form of intellectual protection provided to authors
of original works of authorship fixed in any tangible medium of ex-
pression, meaning that the work has been documented or commu-
nicated in an observable way, either directly or through a machine or
device. In retail industries, copyrights have been issued to protect
proprietary retail management software, and virtually all e-commerce
retailers’ website designs. Other examples include artistic works, lit-
erary works, music, graphic works, and sound recordings.

A trademark is a word, name, symbol, device, or any combination,
used or intended to be used to identify and distinguish a retailer's goods
and services from those of others, or to indicate the source of those
goods and services. Accordingly, trademarks prevent competitors from
using confusing images or designs in order to piggyback on a retailer's
hard-won brand identity. In addition to trademarking their business
names, retailers also obtain trademark protection for their slogans,
theme songs, logos, signature products, and their store and station
layouts. The trademarked item must be distinctive and not trademarked
by another firm.

Trademarks from the United States Patent and Trademark Office
(USPTO) expire after 10 years but can be renewed. If a trademark ap-
plication is approved, the company can add the registered trademark
symbol (®) to the company's mark and is eligible for IP protection.

E-mail addresses: pankaj.patel@villanova.edu (P.C. Patel), john.pearce@villanova.edu (J.A. Pearce).

https://doi.org/10.1016/j.jretconser.2018.03.005

Received 10 December 2017; Received in revised form 27 February 2018; Accepted 6 March 2018

0969-6989/ © 2018 Elsevier Ltd. All rights reserved.


http://www.sciencedirect.com/science/journal/09696989
https://www.elsevier.com/locate/jretconser
https://doi.org/10.1016/j.jretconser.2018.03.005
https://doi.org/10.1016/j.jretconser.2018.03.005
mailto:pankaj.patel@villanova.edu
mailto:john.pearce@villanova.edu
https://doi.org/10.1016/j.jretconser.2018.03.005
http://crossmark.crossref.org/dialog/?doi=10.1016/j.jretconser.2018.03.005&domain=pdf

P.C. Patel, J.A. Pearce Journal of Retailing and Consumer Services 43 (2018) 77-84

Companies that have not successfully registered a trademark can use E 9 o
the ™ symbol to indicate their ownership of a mark, although the ™ é g 4 g ©
symbol does not provide any special legal protection. S g E‘i 2 g
Inventions are protected by patents. Patent holders of designs, g % S8 £ z g
products, and processes are allowed to prevent others from producing § = §a§ " ‘g e O B3
selling or using the invention without authorization. Patents grant to E Es = g8 8 s B g g % s €
their holders the exclusive right to make, use, or sell an invention for E’ E = § 'E g, i é S8 % g g E f
14-20 years from their filing date, given certain considerations and % g g § E 5 g :? B g % £ - g § % g
provided that maintenance fees are routinely paid to keep the patent in o E ) g g E ER-E § ; § S % £ g ]
force. Under U.S. law, patents on machines, known as utility patents, i 3 T35 8 E by i % g ?: E o = £ = S
pertain to an invention that is novel, non-obvious, and usefulness. 2 E i“f :g % 'é § % g g 28 § § i fé
These terms have precise meanings within the domain of intellectual = E g Eg2z2 ° E'«E % § °§ g8 e % 2
property law. Useful means that an invention's subject matter has a % § E s < R ET R EN-E-F-N
useful purpose and that, if the invention is a machine, is it fully oper- E|<538SK& SG2AERd5£2E83E
able. Novelty refers to the originality of the idea and connotes that an g1®® ¢ *° o0
invention was not previously known or used by others, described in °
print, or previously for sale or in public use. Non-obvious means that an = §
invention is sufficiently different from existing technology such that a o8 2 =
person with “ordinary technical skill” would not consider an inventor's g § =) 8 §
changes to any underlying machine obvious improvements. Al I * *
The proliferation of patents in retail industries provides evidence of g °
the importance that competitors place on protecting their intellectual g § Lg o
property. For example, since Amazon was founded in 1994, the com- a ?'} § 5
pany has obtained 1263 patents in the United States. From network £ g ] %
encryption to software that blocks brick-and-mortar retailers’ efforts to B 8 E‘ § E|
conduct competitive price checks against Amazon, patents have proven E S E 5 §
to be an effective component of Jeff Bezos’ corporate strategy. 5 % _55 i é
Another approach to protecting intellectual property derives its g g u 3 ¢ g ;
protection from the fact that it is kept secret from anyone outside of the g :}- ;E é’ g ; g
company that developed it. Called a trade secret, it is not formally
protected because the owner is attempting to save money or to assure E E §~ s
nondisclosure by never permitting it to be publicly revealed even to T g E; E x5
government agencies. Business plans, client lists, manufacturing pro- 2 z £ & =) 5 .
cesses and restaurant recipes are examples. Similar to any other com- % fg g B © 2 &
pany property, its owners can bring suit against anyone who can be k) £ 5 & % £ i;
proven to have stolen a trade secret. E g e E Eo g g
Exhibit 1 presents a simple taxonomic matrix that provides an ,§ g ;3 g % E
overview of the characteristics of three intellectual property protec- 8 £ 5 28 5 f §
tions. The vertical axis shows these types of IP protection as patents, g ,=°“ i 5 g E = 3
copyrights, and trademarks. The horizontal axis lists four characteristics z g7 E Ei % é ?
of IP protection, namely a brief description, the period of time that the :S. g E ; ‘g = ; 2
protection can be expected to last, the relative cost of the protection in & 2 B 25 g4 g
comparison to the other two types, and several examples of intellectual g g g ; g ; 2 E
property that benefit from the specific type of protection. g é '5 98 r _:E L:
Next, we discuss literature explaining plausible gains for retail £ it E ié & 2 E
ventures from patents, trademarks, and copyrights. é g o 5 _g; go S 5‘
b 22§ k=l 35 Y
. S € 5% 28 g 5
2. Benefits of IP Fi ®z § £z 22 z
Zlg|Es g 38 3
In the retailing literature, empirical studies on intellectual property Lf ‘é § ‘E fE g 2 g f g :8)
focused on large and established retail firms, while research on small g g b%o < . ‘:‘5% E‘P é’ g =
entrepreneurial retailers has tended to focus on the role of patents for Sla|<2® =8 < 8= =
high-technology firms (Smith and Cordina, 2015). When using samples % g
of large and established firms, retailing research has found support for £ g <‘§
the influence of IP on company performance (Pantano, 2014; Tsai et al., g g < b
2010), process management (Evanschitzky et al., 2015), and innovation E § E 2
outcomes of the consumer experience (Demirkan and Spohrer, 2014; o g"
Poncin and Mimoun, 2014). Unfortunately, the linkages among IP 5 5 §
strategies and retail start-ups’ survival are largely neglected topics in E §' <
academic research. 2 = g
New ventures are especially resource constrained and thus resource = g g
allocation decisions have elevated importance in their survival §~ % g g"
(Klingebiel and Adner, 2015; Kazanjian and Rao, 1999). In making ;‘i“ E :&3 E
resource allocation decisions, retail ventures must weigh the certain z £ ° g z
costs of IP against its uncertain and time-bound future benefits (Han El = E =
and Shin, 2014). Rapid innovation pace in the retail sector further calls & 2

78



Download English Version:

https://daneshyari.com/en/article/7433413

Download Persian Version:

https://daneshyari.com/article/7433413

Daneshyari.com


https://daneshyari.com/en/article/7433413
https://daneshyari.com/article/7433413
https://daneshyari.com

