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The Italian Patent and Trademark Office (IPTO) started working on patent valuation three years ago on a set of considerations concerning the international economic framework and the position of Italy in the world economy.
The increasing markets integration and the growing in number of transactions concerning intangibles make industrial property rights essential tools for enterprises in order to be in the market, to compete.

Patents, trademarks and the industrial designs if integrated in the business strategy can be used to strengthen competitive factors related to quality and innovation, to widen options for economic, commercial and financial exchanges, and to have tools to protect the economic value from counterfeiting. 

In a near future the relevant property rights are IPRs. As the development and the growth performance of industrial economies had is foundations in property rights, certainty of contracts and institutions to enforce them, efficient IP system, that assures certainty and enforcement of IPRs, is the necessary condition for the economic growth in knowledge-driven economy [William Baumol].
Owing to globalization  enterprises of industrialised countries tend to take on a new configuration that is one of strategic centre of decisions and skills
 rather than a physical location of production, inserted in a larger international network of productive and commercial relations. Thus enhances the role of IPRs in making goods, services and their intellectual contents more tradable. 
Others key factors in the current international economic scenario are represented by the criteria on capital requirements point out in Basel II Framework.

For enterprise valuation and rating, banks use systems of internal valuation which set in the foreground the capability to bind financing to positioning aims in the market on the part of enterprises.

For SMEs, this valuation will become a strategic variable to regulate the cost and the efficiency of their own choices concerning their financial structure and investments finance, as well as a tool for valuating the options of growth and diversification.

Since the creation, management and commercialization of intellectual assets increasingly represent a crucial part of economic value creation as a national patent office we believe that we have to build the confidence in the knowledge market where all the participants- enterprises, publicly funded research organizations and universities, banks, financial intermediaries, consumers, citizens -  operate by sharing rules that govern the transactions of intangibles and relying upon the will and capacity of public institutions to enforce these rules.
We intend to support innovation and competitiveness of our enterprises on national and international market, by providing a favourable framework accepting with trust IPRs enabling the market to exploit all their advantages including financial ones.
Let me spend a few minutes on Italian economic specialization model and innovation propensity.

Italy presents a specific technological specialization that has been the object of numerous economic analysis that have tried to explain over the years the diversity of the Italian economic model characterized by elements generally defined as a sign of backwardness, prevalence of SMEs and development and specialization in traditional sectors, which have been transformed into successful factors. Often, even recently, there has been talked of the Italian case as bumblebee Italy (Becattini, 2007). 

Ninety-five per cent of Italian enterprises has between 1 and 9 employees. The percentage falls to  eighty-four per cent  if only industry in strict sense is considered
.

The traditional sectors also known as “Made in Italy” sectors include: food and wines, fashion furniture, marble, stone and ceramic tiles, metal products, machinery and domestic appliances, motorcycles, bicycles and yachts. They are the sectors where the competition is strongest.

A relevant share of the successful production of Made in Italy is manufactured in industrial districts (IDs)
 [Menghinello, 1996].

In determining the competitiveness and success of made in Italy and its enterprises specific elements play a role: immaterial factors and more precisely the tacit knowledge, the creation of new intellectual property, the capacity in creating and managing the demand for made in Italy products: through their higher quality and differentiation, sectorial diversification of productions, and rendering products a cultural experience (Beccattini, 2007). This is the reason why in order to protect Made in Italy specific innovation and quality there is a wider use of trademarks and designs rather than patents.

The knowledge creation for an enterprise is a process that stems from the combination between coded and tacit knowledge. The former is public and standardized and therefore transferable
. The latter, owing to its very nature, is tied within the context where it is created and thus make it rather difficult to transfer (Cantwell, Archibugi,1997). 

According to the evolutionary theory of economic change, innovation at enterprise level is defined in a wider sense that gathers the characteristics of the whole productive system, including its organizational aspects. 

Enterprise is considered as a social cohesion unit or a production system and thus as a cumulative productive capacity tank (Cantwell, 1997). An enterprise therefore has the inherent capacity to learn, innovate and transform its own productive system over the years.

The learning process binds creation, absorption and adaptation of public/codified and tacit knowledge together with accumulation of the tacit capacity incorporated in organizational habits of the enterprise.

However the circumstance that in the case of Italy the core of innovation and competitiveness at enterprise level or at ID level relies on know how, which is rather difficult to protect although each country generally provides rules for its legal protection
, implies that Italian enterprises face an high risk of appropriation by third parties. 

Together with the know how, the other most valuable result in term of IP creation, as far traditional sectors, is the transformation of Made in Italy from a customs concept into a brand. From a consumer perspective when the origin of a good is related to a specific country know how, which is broadly recognized as a driven force of extraordinary quality innovation, the origin per se is immediately understood as quality bringing immaterial elements giving added value to products and with a cumulative effect over time, which strengthens the evocative power of geographical indication.

Within European Community the adoption of the indication of origin, labelled directly on products, for community and non community goods is not compulsory.

Over the years it has been assessed how the use of this faculty on the part of Italian most performing enterprises has determined a creation of added value to the mere indication of origin represented by the expression “Made in Italy”.  

Labelling products with the indication of “Made in Italy”, in accordance to EC customs rules, has passed from having a distinctiveness nil or extremely weaken, according to IP principle governing trade marks to assume an evocative power towards consumers, an evocative power typical of a mark and almost of a brand. This vision might be supported by a few principles contained in some decisions of European Court of Justice concerning the evaluation of evocative element in judgements where a likelihood of confusion on the part of the public exists. 

The evocation of the qualitative immaterial component trough labelling products with made in Italy has produced value and it is an important source of economic growth for the country thanks to specific commercial experiences which become cultural experiences through the IP system.

The innovation propensity of Italian enterprises generally has not fully been registered by innovation indicators based just or preferably on patents since our specialization model leads to a stronger use of other IPRs and since many statistics as data on innovation collected by the Community Innovation Survey concerning enterprises with a number of employees equal or superior to 10 thus disregarding the majority of Italian enterprises. 

However, the national data collected by the Balance of Payments of Technology (BPT) 
 which presents data on disembodied technology transactions adopting OECD and IMF standards, therefore internationally comparable, reveal the major use of IP tools on the part of SMEs, especially the ones located in regions where the phenomenon of the IDs is most intense, in terms of IPRs (acquisition/disposal of “non-produced non-financial” assets). Values registered in the BPT represent an indicator of input (payments) and output (earnings)of technology. 

From 2001 to 2006 SMEs participations to disembodied technology transactions has strongly increased. The share of earnings for SMEs with a number of employees up to 19 has passed from 21,3% (2001) to 38,4% (2006), while the share of payments made by SMEs with a number of employees up to 19 has risen from  22,1% (2001) to 42,3% (2006). This shows the increased capacity of knowledge absorption included the one created out of the district context and the capacity of the Italian SMEs to participate in international networks of knowledge
.

The important variable consist precisely in the cumulative value of payments and earnings from technology transactions rather than the net amount between payments and earnings seeing as it is the cumulative value that creates the technology market thus given way to possibilities for deeper innovation within enterprises. 

These figures seem to bear out the strategy chosen by the Italian enterprises to maintain their market share under increasing price pressure from Asia. Their actions to improve their total competitiveness have had a clear influence on the technical efficiency of their productive processes, on their capacity for product differentiation, on their diversification within sectors and on the quality of their products. It represents a recovery from the recent past, when on the basis of a survey concerning the period 2000-2004 and related to the reactions of the Italian enterprises specialized in the traditional productions of Made in Italy, it was revealed that limited number of enterprises (5 per cent) had adopted complex business strategies which simultaneously affected all aspects of innovation (Menghinello e Papa, 2007).

The data
 concerning the national applications of IPRs seem to register a change in progress in the innovative choices of Italian enterprises
. 

However, we are aware that in Italy SMEs demand and use of IPRs for managing intangible assets are still low. Our challenge consists in having an increased number of SMEs to use IPRs in their market strategy to make our economy grow in future.
Owing to these considerations the IPTO has assumed the task to create a contest where all different subjects with precise and fundamental role in the innovation system might discuss together on issues such as the access to financing for innovative projects based on patents. This approach has brought about the possibility to understand the different point of view and needs between who finances and who needs to be financed.

In order to make it clear the qualitative change to do, passing from a defensive use of industrial property –often perceived as mere cost by enterprises especially SMEs – to a strategic use to determine competitive advantages and to compete in the market, the IPTO has set up a group of financial and economic experts coming from the Confederation of Italian Industry (CONFINDUSTRIA), from University, from the Association of Italian Banks (ABI) and from the industrial property’s world  with the aim of developing a shared patent valuation methodology. 

Patents represent an economic value based on the possibilities to use innovation protected by patents in a business contest.

Making clear that IPRs may be privileged tools to have access to credit and private equity may bring about an increase in the economic use of patents, designs, trademarks and intellectual assets in general.

We deem important to build a common language between enterprises, universities, financial and banking system and also the possibility to understand what is changing in the economy and what this change involves for each stakeholder and how to carry out a group action, in order to create what economists call social capital.

Essentially, we have assumed the task to make emerge and rend clear a need arising from the market.

Just owing to a clear vision of the necessities of each part involved we have reached the aim of sharing a methodology to valuate patents.

The final outcome of the working group will form the content of a memorandum of understanding to be signed by the different souls that have shared this work on October 2, 2008.
The MoU is an important tool to promote IP but it is also a smooth tool of economic and industrial policy able to point out aims and making clear the commitment of all the institutions involved, public and private ones, in enhancing the innovation propensity and competitiveness of the economy providing a set of rules which are transparent, consistent and accessible for everyone.  Innovation is a complex phenomenon which stems from the interrelations between public and private institutions and which consists in interactive processes of knowledge creation, dissemination and application. This is the reason why at international level this ensemble of institutions and flows of knowledge is called National System of Innovation 
. Knowledge can more easily travel in the market if the mechanism of value/price attribution is shared and standardized. 
An agreement on principles allows to realize a more efficient circular relationship between the market and government politics, so essential within the innovation process.
The methodology provides for a valuation platform and a matrix of indicators that can be used to valuate the relationships technology/patent-business-market. The indicators are not fixed but vary in accordance with the specific innovation project to valuate considered in a dynamic context.
The economic growth stems from a system able to allow enterprises to access new markets and transform inventions into innovations.
A first application of this methodology will be in the framework of public innovation incentives (more precisely they will be the base for building criteria for incentives) with the aim to enhance enterprises, especially SMEs, to produce innovative goods and services based on IPRs (patents for inventions, models and designs) and to act as tool able to cut the credit or private equity risks for banks and/or financial intermediaries that finance innovative projects based on patents.

This requires cultural advancements on the part of enterprises, financial intermediaries and public administration as well. As for public administration, for instance, there is a shift from a direct intervention to a supervision role. 

The main  goal consists in supporting the creation of an innovation market where intangibles and rights concerning their trade are recognized as tools to access to credit and private equity easily owing to a set of rules shared in the market between all the stakeholders, and where there is a strong transparency concerning these rules and their use.

We believe that this is an opportunity to activate an innovation market and to prelude to the creation of an innovation stock exchange.

� the relevant skills are logistics, design, monitoring strategic phases of production.


� In 2005 out of a total of 4.769.783 enterprises 4.519.367 are enterprise with a number of employees between 1 to 9. If only industry sector is considered out of a total 596.994 enterprises 501.986 are enterprise with a number of employees between 1 to 9. Data source: ISTAT, 2005 data on local unit of enterprises and related employees. Information comes from statistical registry of enterprises (ASIA). The definition of local unit adopted is conformed with the regulation of European council N. 696, 15 March 1993, which provides that a local unit is an enterprise or a part of enterprise located in a location topographically identified. In this location or starting from this location  one or more people carry out (eventually part time) economic  activities on behalf of one enterprise. According with this definition local units are: agency, hotel, ambulatory, public bar, quarry, warehouse, garage, laboratory, mine, shop, whorkshop, hospital, restaurant, school, factory, study, office, etcetera. A multi-located enterprise is an enterprise that carries out its activities in more than one premises and each premises is a local unit of the relevant enterprise.


� the industrial district is a complex phenomenon that involves and integrates the economic and the social environment and therefore is substantially different from other productive contexts as clusters that are basically characterized by an high territorial concentration of SMEs.


� patents but also technical data, formulae, standards, technical information, specifications, processes, methods, code books, raw materials. 


� In Italy the article 98 of IP code provides for specific protection of secret information inclusive of know how 


� BPT. The OECD standards require to gather these data in four items: trade in technics (acquisition/disposal of patents, royalties for patents, know how, acquisition/disposal of invention), transactions involving trademarks, designs, patterns (license fees and acquisition/disposal of trademarks, designs, patterns), services with a technical content (technical assistance related to disposal and royalties, sending technicians and experts, human resources training, engineering and technical studies), industrial R&D performed abroad/financed from abroad, other settlements for technology. The IMF standards distinguish flows concerning acquisition/disposal of patents, know how, inventions, trademarks, models and designs (acquisition/disposal of “non-produced non-financial” assets), from flows concerning royalties and license fees and other business services (R&D Services and Architectural, Engineering, other technical services).


� BTP data reveal that these technological transactions are not bound to intra-group transactions 


� data referring to 2007 are provisional and may change in volume within next six months owing to the data communication time from Chambers of Commerce to the National Patent Office


� to have certain data on innovative behaviours on the part of enterprises there would be the need to match enterprises data (ASIA) with data on IPR applications; UIBM is carrying out initiatives to be able to provide this service within two years. In the period 2005/2007 applications of all IPRs made to the Italian Patent and Trademark Office have been increased:  8,1% patents for inventions (9.300 in 2005 and 10.121 in 2007), 8,4% trademarks (50.464 in 2005 and 55.094 in 2007), 16%  utility models (2.137 in 2005 and 2538 in 2007) and 29% designs (1.018 in 2005 and 1.437 in 2007 with an average of 8 designs for each application). Also the application of community trademarks and designs originated from Italy have registered a positive dynamic: 31% the former (4.897 in 2005 and 7.135 in 2007) and 4% the latter (10.398 in 2005 and 10.863 in 2007). In 2006 the patent applications made to the European Patent Office originating from Italy are substantially unvaried (4.199 in 2005 and 4.197 in 2006) while the applications with the EPO (Euro and Euro-PCT) designating Italy have increased (122.004 in 2005 and 128357 in 2006). 
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