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The topic of this conference is “optimizing intellectual assets.”  The sponsor of the conference is 
the Intellectual Property Office of Singapore. My organization is the International Intellectual 
Property Institute. Our keynote speaker, Kensuke Norichika, used the words “intangible assets” 
in the title of his presentation.  I would like to begin my talk today by focusing the audience’s 
attention on the fact that I have just used three different, but related phrases: “intellectual assets,” 
intellectual property” and “intangible assets.”  Understanding the differences among these 
phrases is essential to my theme today, “intellectual asset management: going beyond IP.”  
 
When I was asked to address this topic I first wondered, “why me?” since my career has largely 
revolved around the law and policy of intellectual property or IP, not intangible assets or 
anything as amorphous as “beyond IP.”  
 
Yet, upon reflection, I decided that I actually have a great deal to contribute to the topic because 
it really involves how a particular kind of intellectual asset, intellectual property, fits into 
economic activity in general. And, the relationship of intellectual property to economic growth 
and prosperity has been the focus of my career for three decades as a government policy maker, 
as a lawyer counseling clients, as the head of an international development organization, and as a 
board member of several companies in the business of assisting others to profit from their 
intellectual assets. I hope that during the course of this talk I will be able to illuminate the topic 
from each of these different professional perspectives. 
 
But first, let’s define terms. When we speak of “Intellectual Property” we are using a legal term 
referring to very specific property rights. The three most important of these property rights are: 
patents, copyrights, and trademarks. And each of these rights is quite distinct from the other.  
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A patent is the exclusive right to prevent another from making, using or selling an invention. 
And an invention is a novel, non-obvious composition of matter, article of manufacture, or 
process. Essentially patents protect Ideas themselves. For two centuries in my country patents 
have been the principal property right granted to creators of what we normally think of as 
“technology.” Historically, this has meant machines, chemical compounds, pharmaceuticals, and 
manufacturing processes. However, in recent years – at least in the United States – it has come to 
encompass additional subject matter such as new life forms created by scientists, computer 
software, and even business methods.  
 
A patent is the most difficult of all the intellectual property rights to obtain. The simple act of 
invention does not bring into being a patent covering the invention. Rather, the inventor must 
request the grant of the property right from the government of a sovereign state. And the 
property right is granted only after an examination by a skilled technician who compares the 
claimed invention with the existing state of the art to determine whether the requirements of 
novelty, non-obviousness (or inventive step) and usefulness are satisfied. And, if these 
requirements are met and the patent is granted, the exclusive property rights it conveys are 
limited to a term of 20 years from the date of application. And, they apply only in the territory of 
the state which granted the patent. If multinational coverage is desired, inventors must seek 
protection in each and every country in which they wish to assert rights. Everywhere else, their 
rights will go unrecognized.  
 
A copyright is a property right in the expression of an idea, not in a new idea itself. In fact, 
copyrighted expression may subsist in very old ideas as long as the expression is not a copy of 
someone else’s expression of the idea. As such, a copyright is a much less comprehensive form 
of property right than a patent. An example would be that three different people could stand in 
my place at the podium and take pictures of the audience in this room, using the same camera. 
Each would be the author of his own resulting photograph and each would be a separate 
copyright owner.  And because copyrights are much narrower rights they are much easier to 
obtain. Under the prevailing international copyright treaty, the Berne Convention, copyright 
vests in a creator at the moment the expression is fixed in a tangible medium. And, it is 
universal. It is automatically recognized and enforceable in every country adhering to the Berne 
Convention. Copyright is the principal property right in expressions of culture: works of art, 
literary works (including computer programs), music, photography, cinema and choreography.  
 
Finally, a trademark encompasses rights in words or images that identify a particular product or 
service to consumers.  Trademark owners do not have the power to prevent anyone from using 
the words or images in their trademark. They have the power to prevent others from using those 
words or images to describe goods or services other than those originating from the trademark 
owner. Like patents, trademark rights are territorial, and they subsist only when the product or 
service they describe is actually used or marketed in a national territory or when they have been 
officially registered in the territory. While trademarks definitely are intellectual property, they 
serve not only the purpose of protecting the investment of the trademark owner in his or her 
brand, but they also protect consumers from confusion as to the source of various goods and 
services.  In addition to patents, copyrights and trademarks there are other kinds of legal rights 
that are commonly thought of as intellectual property, such as rights in plant varieties and rights 
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in semiconductor “masked works.” However, with the exception of a category known as “trade 
secrets,” these rights will have little to do with my discussion today.  
 
Having described intellectual property then, what do we mean when we use words like 
intellectual assets, intangibles, or even “intellectual capital,” an increasingly common 
expression?  
 
Well, as I have just described, patents, copyrights and trademarks are very specific property 
rights in ideas, expressions of ideas, and commercial activity. But, success in 20th century 
commerce often involves much more than the creation and sale of either physical property or 
intellectual property. And, here we find ourselves in the larger realm of “intangibles.”  
 
Under International Accounting Standard 38, utilized by accounting professionals in Europe, “an 
intangible asset is an identifiable non-monetary asset without physical substance held for use in 
the production or supply of goods or services, for rental to others, or for administrative 
purposes.” 
 
Professor Baruch Lev of the Stern School of Business at New York University defines 
“intangible assets” as “nonphysical sources of value (claims to future benefits) generated by 
innovation,(discovery), unique organizational designs, or human resource practices.” He 
observes that, “intangibles often interact with tangible and financial assets to create corporate 
value and economic growth.”1 
 
Accountants in the United States have long used the term “goodwill” to describe on a balance 
sheet those assets of an enterprise which cannot be reduced to physical or intellectual property.  
 
One measure of intangible assets would be the difference between the book value of property 
owned by a company and the market value of the total number of its publicly traded shares in the 
stock market,  usually called “market capitalization” or “market cap.” Using this definition, 
intangibles or goodwill, have accounted for an increasing percentage of the value of publicly 
traded enterprises in recent years.  
 
Research by the Center for Business Innovation at Cap Gemini Ernst & Young has documented 
the change in intangible assets as a percentage of market value of several prominent international 
companies over the period from 1981to 2002.  Twenty years ago there was a very close 
correlation between the value of plant, property and equipment shown on the balance sheets of 
corporations and their total share value on the stock market. Today, however, there are vast 
differences. For example, in 1981AT&T Corp. in the United States showed about $120 billion in 
property, plant and equipment on its balance sheet. And it had a market capitalization of 
considerably less – approximately $50 billion.  In 2002, a much smaller AT&T had a market cap 
of about $75 billion with tangible assets of only $50 billion. Other companies showed far more 
striking results. By 2002 General Electric had a market cap of nearly $400 billion and tangible 
assets of less than $40 billion. Microsoft had a market cap approaching $300 billion and tangible 
assets of less than $5 billion. Pfizer had a market cap in 2002 of approximately $260 billion and 
tangible assets of less than $10 billion. These are only a few of the examples cited in Cap Gemini 
                                                 
1 Baruch Lev, Intangibles, Management, Measurement, and Reporting (2001), The Brookings Institution Press, p. 7. 
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E & Y’s research.  Clearly the trend in the market over the last 20 years has been to assign vastly 
more importance – and value – to unquantified, intangible features of companies.   
 
Last year was a very traumatic time for the stock market and the economy in the United States. 
What we now view as the “Internet bubble” burst. The decline in market values – and with it the 
retirement funds and savings accounts of many Americans – has been publicly attributed to two 
factors. The most important was what Alan Greenspan, Chairman of the Federal Reserve Bank 
has referred to as “irrational exuberance” involving Internet related investments. The other factor 
was widespread corporate accounting fraud of the type found at Enron Corporation, Tyco 
Corporation and WorldCom. Investor confidence in the United States has yet to recover from 
these twin disasters.  
 
Yet both problems, the apparent over valuation of many new Internet-based companies and 
fraudulent book keeping by corporate accountants, were exacerbated by the phenomenon that I 
have just described in citing Cap Gemini Ernst & Young research. The very fact that the value of 
so many companies is not accounted for in tangible assets leaves a great deal of room for 
fraudulent manipulation of corporate books and for irrational decision making by investors 
looking for the newest fad. 
 
All of this means that one of the most important challenges facing corporate managers, the 
investment community and policy makers is to devise better ways of understanding the nature 
and value of intangible assets and how to manage those intangibles.  
 
Later in this talk I want to address the vast world of non-intellectual property related intangibles, 
but I will start my discussion of management of these amorphous assets with traditional 
intellectual property.  
 
In his landmark book on intangibles, Professor Lev cited recent testimony before the United 
States Senate Committee on Banking, Housing and Urban Affairs which was consistent with the 
findings of the Gap Gemini Ernst & Young research I have just cited. Experts called before the 
Committee all agreed that today “intangible assets … surpass physical assets in most business 
enterprises, both in value and contribution to growth…” However, professor Lev, a scholar of 
accounting, noted that these assets “are routinely expensed in the financial reports and hence 
remain absent from corporate balance sheets.” 2 
 
This is an extremely important fact. Intellectual Property does have value. That value in many 
cases can be quantified very exactly in specific royalty revenue streams resulting from the 
licensing of the intellectual property. Certainly that is true of many copyrights. The royalty 
revenue of authors and publishers from music catalogues licensed through collecting societies is 
sufficiently predictable that it is able to be securitized in the form of bonds with a fixed rate of 
return. In the case of many copyrighted products the diskette or CD-ROM embodying the work 
of authorship is a meaningless portion of the retail price of the product. When consumers 
purchase a diskette or CD containing software, music or a video they are, in effect, actually 
purchasing a license to use the copyright embodied in the product.  The same is true of 
pharmaceutical products. The actual manufacturing costs of a pill may be negligible. The 
                                                 
2 Id. page 7. 
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primary cost to the consumer purchasing the medicines is payment of “rent” for the use of the 
patented technology represented by the breakthrough research embodied in the pill.  
 
Yet, even though CD-ROMs and pills actually represent intellectual property, for accounting 
purposes they are not assigned the full value of the intellectual property. As Professor Lev has 
noted, the costs of creation of patents and copyrights are “routinely expensed” at the time they 
are incurred, and no actual asset is valued or booked on the corporate balance sheet the way an 
asset would be booked if a company purchased a machine or real estate. For this reason it is no 
wonder that companies like Microsoft, General Electric or Pfizer have market caps five to ten 
times their recorded assets.  Most or a great deal of their wealth is represented by the patents and 
copyrights embodied in the products they sell or license to customers.  
 
At the present time the balance sheets of corporations do not accurately reflect the actual value of 
individual copyrights or patents. These intangible assets simply form a part of the non-itemized 
value that companies account for as good will. This makes it sometimes difficult for managers, 
analysts or investors to differentiate from the hard value of a real asset and much more 
ephemeral good will. And, just as the failure to quantify intangible value can improperly inflate 
value as in the case of the Internet boom, the lack of accurate valuation of intellectual property 
probably results in under-valuation in many cases. I think that is true of the enormous write-
downs that AOL Time Warner has made on in its last two annual reports. While the value of 
AOL Time Warner’s stock certainly has plummeted, I am not sure that the value of the company 
in truth has fallen accordingly. The Time Warner side of that company owns the largest 
catalogue of copyrights in the world, consisting of the copyrights of Warner Chappell Music, 
Warner Brothers Film Studios, the MGM Film library, and all of the copyright assets of Home 
Box Office and CNN among others. These copyrights have a life span in the United States of 90 
years and will provide a steady stream of licensing and royalty revenue for many, many years. 
This accounts for the fact that, in spite of its depressed share price, AOL Time Warner’s non-
Internet divisions all are profitable and producing positive cash flow.   
 
The accounting profession in the United States has recognized the inadequacy of corporate 
accounting of intellectual property and other intangibles. Recently, the Financial Accounting 
Standards Board (FASB) issued new rules, FASB 141 and FASB 142, which require companies 
to assign a value to acquired intangibles and apply to them annual impairment tests. In other 
words, if patents or copyrights are deemed to be under performing, the company must write them 
down. They cannot simply be continued under the catch-all category of good will. In making 
these rules changes the United States is following accounting practices already in place in 
Europe.  
 
Rules which require the valuation of patents, copyrights, trademarks and other intellectual 
property rights and intangibles are easy to write. However, coming up with accurate valuations is 
another matter. And this is one of the great challenges facing corporate financial officers at the 
present time. Where patents or copyrights are producing a quantifiable and identifiable stream of 
revenue, effective valuation can take place. However, in the case of many patents – and most 
trademarks – valuation is not so simple. That is because the patent or trademark may not have a 
stream of revenue directly associated with it. For example, in fields such as electronics or 
automobiles any given product may embody hundreds of separate patented technologies. And to 
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make matters even more complicated, many of those patents may not even belong to the 
manufacturer and may have been licensed without any requirement to pay a royalty. This is 
because, in industries such as consumer electronics, it is customary to cross license or pool 
patents among multiple companies. Indeed, most electronics companies patent extensively for 
defensive purposes. They do not want to be left out in the cold if a competitor develops a 
breakthrough. To prevent this it is common to obtain many patents, but to cross license them to 
competitors in return for licenses on the competitors’ technologies.  Clearly, these patents have 
value. For example, if you have nothing to cross license you may be out of the business 
altogether. However, assigning book value to such patents is not easy. 
 
Assigning value to trademarks is also difficult where the success of the trademark – or brand – 
may be the product of multiple inputs. For example, what is the value of the trademarks Procter 
& Gamble or Unilever compared to the value of trademarks of individual products produced by 
the companies? Similarly, what is the value of the trademark, Microsoft, independent of the 
copyrights in Microsoft’s suite of products? 
 
In my view cutting edge managers and policy makers will be those who develop accurate 
methods of assigning value to the kinds of patents and trademarks I have just discussed. 
 
The problem of valuation of patents has been of particular interest to me because I was often 
called upon to defend the patent system as a policy maker in the United States Government. The 
Clinton Administration made strong patent, trademark and copyright protection a key part of its 
overall economic policy. And I was frequently called upon to justify this strong position in favor 
if IP rights to critics. The response, of course, was that the United States is a prolific producer of 
patented and copyrighted products. Well, in the case of copyrights, it is easy to quantify the 
impact on the economy. That is because virtually every sale of a software license or every sale of 
a music CD, videocassette or DVD is the sale or licensing of a copyright. However, as I just 
mentioned, in the realm of patents it is not as clear. 
 
Of course, pharmaceutical, biotechnological or chemical products are much like software, CDs, 
and DVDs: the patent is the product, just as the  copyright is the product for a CD or DVD. 
However, in the case of patents not fungible with a particular product what is their value? And, 
the vast majority of the 200,000 patents issued every year by the USPTO fall into this category. 
Clearly the patent owners think they have value. Otherwise they would not pay the costs of 
prosecution and maintenance. However, even they find it difficult to put a specific value on these 
patents.  
 
Historically, many companies simply filed patents on each and every patentable invention of 
their employees as a matter of course. However, in recent years the costs of patent prosecution 
combined with the accounting pressures I outlined earlier, have caused management of many 
companies to develop a strategy for patenting and for management of a patent portfolio. Such 
patent management strategies require a rationale for patenting and for keeping patents in force. 
Obviously, the capacity to exclude competitors and the ability to cross license continue to be 
primary motivations behind corporate patent policies. However, more and more companies are 
looking to make patents into an independent source of corporate revenue. These companies are 
adapting strategies designed to generate royalty income through licensing. In some cases, the 
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revenue is simply expected to support the patent function within the company. In other cases 
patents are seen as a real profit center.  
 
The most famous example of patents as a growing source of revenue is IBM, where patent 
licensing revenue is now adding over $1.5 billion to the company’s bottom line. IBM’s strategy 
is one which might best be termed “infringement licensing.” In other words, IBM doesn’t market 
its patents to those who might not otherwise be using the technology embodied in them. Rather, 
IBM actively scours the marketplace to search for possible infringements of its patents, and then 
– in lieu of a lawsuit – offers the infringers the opportunity to keep using the patent, but for a fee.   
 
Other companies have set up wholly-owned patent holding company subsidiaries to prosecute 
patent applications and trademark registrations on behalf of the company and then to manage 
and, where appropriate, license the intellectual property portfolio. The best example of this 
strategy is the Ford Motor Company and its holding company, Ford Global Technologies Inc., on 
whose board of directors I once sat. Ford Global Technologies not only is expected to find the 
revenue to support all of Ford’s global patent filings and trademark registrations, but to turn a 
profit as well. It has done this by exploiting opportunities to “spin out” non-essential Ford 
technologies into entirely new ventures. Of course, the holding company has a bottom line. So, it 
is much easier to value the company’s intellectual property portfolio as a corporate asset 
independent of general good will. 
 
Last July, my organization, the International Intellectual Property Institute with the sponsorship 
of the USPTO, held a roundtable in Washington on the topic of “defining patent value.” You can 
obtain a copy of the transcript and recommendations coming out of that roundtable by going to 
IIPI’s website, www.iipi.org. 
 
I believe that the most important outcome of the roundtable were recommendations for an 
enhanced USPTO role in the valuation of patents. 
These recommendations were as follows: 
 

1. Reporting of licensing income separate from other corporate revenue should be required 
in annual reports; 

2. Patent Office rules requiring recordation of assignments of patents should be enforced so 
that all licensing transactions would be a matter of public record, much like real estate 
transactions in the U.S.  

3. The USPTO should require patent claims to be more readable by eliminating the one 
sentence rule, which requires that descriptions of an invention be contained within a 
single sentence, no matter how long. Instead, plain English descriptions should be 
encouraged. 

4. The USPTO should create an industry-working group to identify common standards for 
determining patent value. 

 
The thrust of all of these recommendations is to put the USPTO in the position of making 
information about the content of patent filings and licensing transactions associated with them 
more accessible and transparent to the public. This would enable the development of a 
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comparables database that corporate managers and investors could use to benchmark and value 
patent portfolios and patent transactions of any company. 
 
Two years ago I would have thought that the role I just discussed for the USPTO would be 
unnecessary, because by now we would have in place a thriving electronic marketplace for the 
licensing of patents, comparable to the marketplace for securities. And this market place would 
be providing all kinds of data about patent value just a stock markets provide real-time data 
about securities value. Beginning in 1999 a number of companies were capitalized for the 
purpose of providing such a marketplace. The two leading companies were The Patent and 
License Exchange (PL-X.com) and Yet2.com. Both companies offered subscribers the 
opportunity to post patents available for licensing online so that potential licensees could bid for 
licenses. The PLX system even provided patent validity insurance and valuation software based 
on the Black-Scholes options pricing model. However, it turned out that the market was created 
but nobody came. 
 
It is clear that at the present time patent licensing professionals, both those seeking in-licensing 
opportunities and those seeking to license out – are not yet ready for such a transparent market. 
Most licensing transactions still take place the old fashioned way, either using the threat of 
infringement litigation as in the case of IBM, or among peers in a technological community 
where needs for licenses and availability of licensing opportunities are known to a small group of 
experts with a shared pool of knowledge about a technology or industry. 
 
Interestingly, PLX, on whose board I serve, has not gone out of business. Rather, it has evolved 
into a software tools company which provides IP management and valuation tools to intellectual 
property managers and corporate financial officers. While licensing out patents is still not easy, 
in spite of IBM’s success, the pressure for better accounting regarding intangibles has created a 
market for the kind of valuation tools and patent management software which PLX Systems 
pioneered which now constitute its core products. 
 
I would like to take a few moments to describe PLX Systems’ products because I think that they 
point the way to more effective management of intangible assets.  
 
First, PLX Systems’ “Portfolio Manager” enables a manager to have a better understanding of 
his or her own patent portfolio and other intangible assets. It automatically loads and classifies 
patents in your existing portfolio. All you have to input is the patent number or other short 
identifier. The actual patents are retrieved from PLX Systems’ database of all issued patents. 
This database includes all USPTO patents, EPO and WIPO Patent data as well as other available 
patent authorities. And the company’s proprietary “PowerRating” capability is combined with its 
“Portfolio Triage and Clustering” tools to provide a much clearer picture of the context of any 
patent than has heretofore been available to corporate managers and decision makers. In 
addition, “Asset Manager” software organizes all of a company’s intangibles – not just patents – 
in a hierarchical structure separated among the following categories: “intangible assets (IA),” 
intellectual capital (IC),” and “intellectual property (IP).”  And, the “Citation Analysis” tool 
automatically clusters assets using semantic analysis and bibliometric techniques to present a 
citation map that displays both the relationships between the patents cited and the strength of 
these relationships.  
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This sort of tool is extremely valuable for understanding the universe of your competitors and 
possible licensees should you attempt to adopt a “licensing out” strategy. It also may give you a 
heads up on those with rights near yours who may be coming after you with an infringement 
action or a licensing offer. It also enables a manager to better understand how intellectual 
property relates to other intangibles of a company and how they all fit into the company’s overall 
business plan. This, in turn makes it easier to decide whether to continue paying maintenance 
fees, where to find infringers, where to find potential licensees and where competitive challenges 
might originate, before  you meet those challenges in the marketplace. 
 
Of equal or greater value as a portfolio management tool is PLX Systems’ Advanced IP 
Valuation Analytics software. One of the unique features of the original Patent & License 
Exchange was its Black Scholes-based truu metrics® software. This was the first and only 
product on the market which used the Black-Scholes Options Pricing method, in combination 
with constantly updated data on over 1,400 “pure play” technology stocks, to derive an 
instantaneous, computer generated value for a patent. To that capability has now been added 
comparables information on over 15,000 publicly traded companies in diverse business 
segments, 423 technology niche categories, and 65,000 product segments – all of which can be 
instantaneously mined by the computer for information which can put your own patent and 
intangibles portfolio into perspective. All of this gives users of PLX Systems’ software the 
ability instantaneously to value patents using any of the following analytics: 
 

1. The Black-Scholes Options Pricing Model; 
2. Discounted Cash Flow; 
3. The Licensing Comparables Method; 
4. The Relief from Royalty Method; 
5. the 25% Rule; 
6. Real Options/ Decision Analysis; 
7.  and Proprietary TRUU® Professional Metrics. 

 
Valuation according to licensing comparables is made easier because PLX has painstakingly 
assembled the world’s only commercially available electronic database of licensing comparables. 
Such a database would have been one of the most important outcomes of a successful electronic 
licensing exchange of the kind envisioned by PLX or Yet2.com’s founders. However, even 
though a robust on-line market for patents never materialized, off-line records of transactions are 
available for those willing to hunt for them and compile them into a database. And that is what 
PLX Systems has done in creating a database of over 12,000 public and private licensing 
agreements and over 3,000 other agreements, including joint ventures, distribution, R&D, and 
manufacturing.  
 
Finally, through the acquisition of Right Track Solutions, Inc. last year, PLX has added a suite of 
software products which enable rights holders to manage licensing and royalty collection activity 
electronically. Right Track Solutions had been supplying both software and services for a decade 
to Hollywood copyright holders in need of the ability to manage rights to copyright revenue from 
collecting societies, record companies and broadcasters. Now, the technology has been expanded 
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to include similar functions for patent licensing, trademark and product licensing, and game 
developers.  
 
PLX Systems operates in the Asian region through its subsidiary, PLX Japan, headquartered in 
Tokyo. If you are interested in PLX Systems please feel free to talk to me during the conference 
or to visit its website, www.plxsystems.com.  
 
In addition to software of the type now available from PLX Systems other products and services 
are coming online to help managers understand, account for, manage and better exploit the value 
in intangibles, including intellectual property. I would like to mention two of particular note. 
 
If you are really serious about exploiting latent patent value through out-licensing along the lines 
of the successful IBM model and you don’t want to start from scratch by doing it all yourself, 
you can engage ThinkFire to do it for you. ThinkFire was founded by Microsoft former Chief 
Technology Officer, Nathan Myhrvold, and Marshall Phelps, a former IBM vice president who 
created IBM’s licensing program. They serve as Chairman and Vice Chairman, respectively of 
ThinkFire. Dan McCurdy, former head of Licensing for Lucent and before that of IBM, is the 
CEO.  
 
ThinkFire’s services span three different categories of activity, “Profit Generation Services”, 
which focus on creating licensing revenue and technology transfer opportunities, “Defense 
Services,” which focus on strategies to reduce royalty payments to others through rigorous 
assessment, rebuttal and negotiation regarding claims of external patent holders seeking 
royalties, and “Portfolio Infrastructure Services,” which build the internal infrastructure of a 
company so that its own employees can do much of the work themselves. You can learn more 
about ThinkFire at its website, www.ThinkFire.com. 
 
Finally, another newcomer providing exciting services to better exploit the value of intangibles is 
Duff & Phelps Capital Partners, Ltd. of Chicago. Under the direction of Jim Malackowski, past 
president of the Licensing Executives Society of the United States and founder of InteCap – one 
of the world’s first  intellectual capital consulting companies – Duff & Phelps is creating the first 
large scale fund designed to securitize corporate patent portfolios. With support from GE Capital 
as its lead investor, the new fund will purchase and license-back patent portfolios. This 
innovative new financial tool will enable companies to realize immediate cash value for patents 
while continuing to enjoy the competitive rights those patents bestow in the marketplace. All that 
Duff & Phelps requires of the patent holder is that, along with the license-back and 
accompanying annual royalties, it cede to Duff & Phelps the right to license the patents in non 
competing fields of use.  Any royalty revenue generated from these licenses will be shared with 
the company whose patents have been securitized. In short, Jim Malackowski’s Duff & Phelps 
Fund is an easy way for companies to recognize immediate cash value for their patents while 
leaving the kind of out-licensing activities described in the IBM and ThinkFire models to others. 
If you are interested in this fund, either as a patent portfolio owner or as an investor, please let 
me know or I will be happy to convey your interest to Mr. Malackowski.  
 
The title of my talk promises that I will go “beyond IP,” and yet I have spent most of my time so 
far addressing problems of managing, valuing and exploiting traditional intellectual property 
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rights, especially patents. However, I have frequently interspersed references to broader terms 
such as “intangibles” and “intellectual capital.” The companies and consultants I have described 
also use these terms. Perhaps then, it is now time to talk about what we mean by these terms that 
go “beyond IP.” 
 
I would like to start by bringing you back to my earlier discussion about Cap Gemini’s and 
Professor Lev’s research on the gap between market value of companies and the book value of 
their tangible assets. This gap is estimated by Jonathan Low of the Cap Gemini Ernst & Young 
Center for Business Innovation to comprise a total of $7 trillion in market value in the United 
States. This is up from $400 billion in 1990.  
 
I think that it is fair to say that even if patents, trademarks and copyrights were more accurately 
valued – and that value were to be stated clearly on corporate balance sheets – the combined 
value of these traditional intellectual property rights would not come close to accounting for the 
entire $7 trillion identified by Mr. Low.  
 
So, what is it that is beyond IP, and how does this other realm of intangible wealth relate to 
traditional IP in the management of companies and the creation of intellectual property policy? 
 
Well, Jon Low and Cap Gemini E&Y have divided the universe of intangibles into the following 
categories: 
 

1. Leadership 
2. Brand Equity 
3. Customers 
4. Innovation 
5. Environment and Social Responsibility 
6. Human Capital 
7. Networks & Alliances 
8. Technology 
9.  Quality 

 
I would ask members of the audience to take a moment to think about the companies and 
enterprises that they consider the most successful in the world today and ask whether those 
companies and enterprises are characterized by positive intangibles which can be defined within 
the nine categories I have just listed. I believe that you will find, as I did, when I asked myself to 
ponder these categories of intangibles, the companies which come to mind are those which I 
most admire, whose products I am most likely to purchase, and in whose stock I am most likely 
to invest.  
 
IP rights, such as patents and copyrights, are the legally enforceable rights which underlie many 
of these categories of intangible assets. For example, brand equity is a meaningless term without 
trademark rights. It is hard to treat innovation or technology as a balance sheet asset without 
patents and trademarks which protect exclusive rights in the innovations and technologies. 
Networks and alliances have little meaning if they cannot be held together by contracts and legal 
agreements which often license patents, copyrights, trademarks and know-how. And, even 
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human capital would have far less value unless companies enjoyed the rights to own the patents 
and copyrights of their employees and to enforce rules involving trade secrecy when employees 
leave for another company. But, the total of all of these categories of intellectual assets is greater 
than the sum of the intellectual property parts. 
 
The most important thing for policy makers and managers to know, however, is that the wealth 
of enterprises and nations today – as measured by the global marketplace – is in intangibles, and 
that enforceable intellectual property rights are essential to assuring return on the investment 
which creates these intangibles.  
 
Let me list for a moment some of the top companies receiving patents in the USPTO in the year 
2001 and the number of patents they were issued. 
 

 IBM     3,411 
 Sony Corporation   1,363 
 Toshiba Corporation   1,149 
 General Electric Co. (US)  1,107 
 Intel Corp.    778 
 Robert Bosch GMBH   700 
 Honda Motor Co.   562 
 Microsoft Corp.    396 
 Ford Global Technologies  360 
 Toyota     330 
 Merck & Co .   185 
 Dell     132 
 Abbott Laboratories   124 

 
Now let me list top twenty-five countries whose nationals received patents in 2001 from the 
USPTO. 
 

1. United States    87,607 
2. Japan     33,223 
3. Germany    11,260 
4. Taiwan    5,371 
5. United Kingdom   3,965 
6. Canada    3,606 
7. South Korea    3,538 
8. Sweden    1,743 
9. Italy     1,709 
10.  Switzerland    1,420 
11.  Netherlands    1,332 
12.  Israel     970 
13.  Australia    875 
14.  Finland    732 
15.  Belgium    718 
16.  Austria    589 
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17.  Denmark    479 
18.  Singapore    296 
19.  Spain     269 
20.  Norway    265 
21.  Hong Kong    237 
22.  Russia     234 
23.  China (PRC)    195 
24.  India     177 
25.  Ireland    143 
 

Now I would like you to think back to my question about which companies you most admire, 
which you would most like to work for, and which you would be most likely to feel secure in 
investing in. Would the companies I have listed with significant patent filings make your list? 
 
What about the quality of life in countries you might live in, do business in, or feel secure in 
investing in? How do the country-by-country patent statistics I have just cited compare with your 
conclusions? 
 
I would guess that for most people there would be a high correlation between the value of 
intangible property reflected in patent statistics and your confidence in a company as an investor, 
the desirability of a company as an employer and a country as a place to live and invest. 
 
Of course, patent statistics, as I have explained, do not directly correlate to total intangible value. 
They do not reflect other forms of intellectual property or the other forms of intangible assets 
identified by Jon Low of Gap Gemini. They obviously are weighted in favor of companies based 
on size and involvement in technology as opposed to services and consumer goods. But, I do 
think that they are a fairly reliable indicator of where corporate wealth and well-being can be 
found. 
 
An interesting footnote to all of this to which I can attest by anecdotal information known to me 
personally involves companies in fields such as financial services, which traditionally have not 
been patent dependent. Since the decision several years ago by the United States Court of 
Appeals for the Federal Circuit holding that pure business methods can be patented, many 
financial services companies have been busy identifying inventions and putting into place 
patenting programs. Most of these patent applications have not yet matured into granted patents 
and, therefore, are not reflected in the statistics I have provided for the year 2001. However, I 
know their filing activity personally. The company which has filed more than any other? 
Goldman Sachs & Co., closely followed by Citicorp., Chase, and Fannie Mae: all giants on the 
American financial scene. And, I would imagine that if you surveyed these companies as to how 
they rate as holders of the kind of intangible assets described by Jon Low, you would find them 
rating very high. They have excellent employee satisfaction, high rates of retention, large market 
share, satisfied customers and so on.  
 
So I think that corporate policy makers today must think beyond IP if they are to be globally 
competitive and highly profitable. However, I also think that companies which do not develop, 
secure rights in, and effectively manage traditional intellectual property rights – patents, 
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trademarks and copyrights – are unlikely to be successful by broader measurements of intangible 
assets. 
 
Before closing my remarks I would like to make a few observations directed at government 
policy makers in the Asia Pacific region. I hope that my talk has provided some illumination as 
to why the private sector and public sector aspects of my own 30 year career have been closely 
linked. It is evident to me that the prosperity of my own country during that time period has been 
closely linked to its ability to derive wealth from intangible assets, and that the legislative, 
administrative and trade policy making I have participated in during that period has been 
successful in fostering an economic climate in which intangible wealth can thrive.  Policies 
which encouraged the growth of intangible-based industries were are the heart of the Clinton 
Administration’s economic agenda. And, they were successful, producing the longest running 
period of sustained economic growth in history. 
 
I think that those economic policies have relevance for the economies of countries in this region 
as well. It is well and good to create new jobs in Asia by supplying low-profit margin 
manufactured goods or natural resources to a thriving U.S. economy. These may be jobs that did 
not exist before. But workers quickly tire of low wages, poor working conditions and even 
poorer living conditions in crowded cities lacking in a decent quality of life. Investment capital 
directed at the advantages of low wages, poor working conditions and lack of environmental 
regulation can move to another poor country at a moments notice. We already have seen that 
happen.  I believe that any politician or policy maker who does not recognize the very limited 
value of trying to compete in a global economy only on the basis of tangible goods, tangible 
labor, and tangible natural resources is destined for trouble.  
 
The economies in this region which have succeeded in rising to the level of a developed nation – 
and Singapore is one of them – have been built on the recognition that true wealth in the modern 
world is intangible. It is that which derives from the creative abilities of human beings and which 
is nurtured by societies that respect what it takes to motivate the human intellect – education, a 
quality environment, freedom of thought, and the rule of law, especially the rule of law that 
protects creators from theft of their intangible work products, such as patents, trademarks and 
copyrights. Therefore, when U.S. trade policy makers seek fair treatment for U.S. intangible 
exports through demands for effective protection and enforcement of intellectual property rights, 
they are not asking the unreasonable. They are simply asking for what is necessary to keep their 
own society prosperous so that it can create opportunity for exports from this region and 
elsewhere by low barriers to imports from competitive manufacturing economies. And, they also 
are encouraging the creation of the kind of domestic economic policies in this region which will 
enable the growth of high value, high wage industries built on the intangible assets of the people 
of this region.  
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