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M4T: Not just ITM4T:  Not just IT

Ceccagnoli, et al (2008)



Patent valuation: GenerallyPatent valuation:  Generally

Moving the valuation exercise from the level of the 
patent to the level of the innovation, project, or firm 
(portfolio)(portfolio)

Many of the same metrics are useful
Citations, claims, families

The firm’s value itself can offer a window into valuation
Problems of aggregation



(Some) methods for valuing portfolios(Some) methods for valuing portfolios

FMV (to a purchaser), e.g. M&A
Issues:  complementary assets; thin markets 

NPV of stream of future revenue e g licensing dealsNPV of stream of future revenue, e.g. licensing deals
Issues: having a measurable and stable stream of royalties

“Real option,” e.g. start-ups
Issues: complementary assets

Contribution to firm’s market value, e.g. public firms
Issues:  assumptions about information and effectsp



Contribution to market valueContribution to market value

Methods
CARs (cumulative abnormal returns, from “news”)

Better for individual patents; which “news?”

Tobins-Q (market value / asset value)
Contribution of patents (or certain types of patents) andContribution of patents (or certain types of patents), and 
patent information

Hall and MacGarvie (2006)Hall and MacGarvie (2006)



Proud list valuations: AssumptionsProud list valuations: Assumptions

Th t d d ti b t th l f t tThe standard assumption about the value of patents 
says that patent value “lives in the tail” of the 
distribution

< 2% are litigated (and only 5% of these go through trail)
30-50% are allowed to lapse for non-payment 

S thi lik thSomething like the 
exponential 
distribution, with 
L bd 1Lambda << 1



Evidence is contradictingEvidence is contradicting

Value may be distributed Poisson, or even Normal
It appears at the left of the distribution, there is 

b t ti l i lsubstantial economic value
But, what value of 
Lambda are weLambda are we 
talking about?



Value of EU PatentsValue of EU Patents



Value of EU Patents (2)Value of EU Patents (2)

“Top Dollar”“50% discount”“won’t pay”

Zaretzki sale price estimates:    $383k $12m



Does “use” drive value?
- How firms are using portfolios



?To license or not to license?

Gambardella et al (2007)



SIn Sum…
Th d i b i i h lThese data give us a better picture into the value 
distribution in the aggregate

But what about at the particular firm?
D th di t ib ti h ld?Does the same distribution hold?  

And, what about the issue of “complements”
Is the value of two patents offered together more than the value of 
the individual parts?

Or, conversely, what is the value of the 99 patents without the 100th?
What is the value of a patent disembodied from the firm, the 
routines, the processes, and the other assets that drive value?

And, what value does it, or would it (ala “real options”) have when 
ff fmarried up with a different set of routines, processes and assets 

elsewhere?

But… we have too little understanding about the drivers 
of patent valueo pate t a ue

And too little transparency in the market
Information, and from it, understanding, is a first step


