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EDITORIAL

The importance of the knowledge
economy in a post-crisis period and,
beyond, on an ongoing basis, is largely
recognized. Europe, which compared
with the other regions of the world is
generally thought of as a low pressure
region, is particularly concerned by the
need for public strategies targeting
R&D, innovation, higher education,
SMEs’ growth, etc.
It is important to situate this report,
which focuses on the issue of the patent
markets, within this context. These
markets facilitate the circulation of
intellectual property rights and technologies, particularly towards SMEs.
France and Europe must and can play
a part in the dissemination of
knowledge, by creating patent funds
and setting up the legal framework and
professional skills needed for their
development. We will have to step up
the pace if we want to remain among
the leaders regarding knowledge,
innovation and R&D, which are the
essential ingredients for
competitiveness, growth and
employment.
Christian de Boissieu
Executive Chairman of the CAE

Patent Markets in the
Knowledge Economy
Report by Dominique Guellec, Thierry Madiès and Jean-Claude Prager
This report focuses on the role that market mechanisms could play in the development of
the knowledge economy. It deals with the benefits of patent markets, but also the limitations
to their proper functioning, and calls for a positive and aggressive approach to this issue by
public authorities, taking into account uncertainties and risks.
The patent markets are one of the areas in which France’s place in the global knowledge
economy is at stake and in this respect they deserve genuine and continuous attention from
public decision-makers.
This report has been discussed in the presence of Valérie Pécresse, French Minister of
Higher Education and Research, on 28 July, 2010. This summary, produced under the responsibility of the permanent staff of the CAE, covers the main conclusions drawn by the authors.

Starting point: the development
of knowledge markets
The knowledge economy is currently
undergoing rapid change. The circu-lation of
ideas is experimenting with new forms while
the rapid development of patent trading is
promoting a more fluid allocation of
immaterial assets. In particular, over the last
three decades, we have observed the
exponential growth of inter-firm patent trading in the form of market transactions: licence contracts have multiplied, intermediate
market places have emerged, and patent
auctions have even come into existence.
The issue involved in these developments is
an easier circulation of technologies, which
is a source of productivity gains in the
economy generally, and in invention activities
in particular. On the one hand, the wider
dissemination of knowledge enables

companies to introduce more efficient technologies; on the other hand, it enables a more
thorough division of research work, an easier
access to sources of knowledge enabling the
practice of ‘open’ innovation methods, and
the emergence of new financing methods for
research investments.
It is therefore likely that patent markets will
play an increasingly important role in global
technology allocation. Favourable integration
in these markets will therefore be a necessary
requirement to have access to global
knowledge and be able to sell one’s inventions globally.

Obstacles to the trading
of knowledge
However, the difficulties encountered in the
development of these markets are significant:
How to estimate the value of patents,

therefore the price of transactions? How to ensure the
matching of supply and demand,
which in every case is extremely
specific? How to bring about the
disclosure of information by both
sellers and buyers, a necessary
requirement to ensure contracts
are possible?
Consequently, in terms of public
policies, the challenges are
numerous: How to optimise the
value of public research in this
new context? How to ensure that
markets develop in a competitive
manner, not resulting in the
emergence of global knowledge
monopolies? How to ensure that
market mechanisms are not
developed at the expense of nonmarket mechanisms which are
sometimes more efficient for
transferring knowledge? How to
ensure that patent markets
improve the integration of SMEs
in knowledge networks rather
than subordinating them there?
How to prevent these markets
from serving as a lever for players
specialised in the extortion of
annuities with the help of patents
of dubious validity?
These challenges are made even
more complex by the global nature of these developments.
However, most of these
developments are occurring
outside France, completely
independently of French
players.
Starting from this observation,
the report’s authors put forward
several proposals aimed at
channelling public action.

Recommendations
1. The first requirement for
developing the circulation of
intellectual property rights is the
need to maintain or reinforce the
legal aspect of these rights.
According to the authors, this
involves even more rigorous
work by patent offices, increased
circumspection on the part of the
competent legal authorities and
the implementation of negative

incentives for the undertaking of
ill-considered proceedings.
2. The authors also recommend
the setting up of Europe-wide
public patent funds having
substantial resources. These
funds could have several
purposes: they could allow crucial technology industries (for
example, aerospace, nuclear,
automobile, nanotechnologies) to
be controlled; they could also be
directed towards SMEs and
enable them to have better access
to intellectual property. In this
case, they would take the form,
for example, of mutualisation
funds for the protection of SMEs,
taking charge of the extension,
maintenance and protection of
patents at the international level.
Lastly, these public patent funds
could participate in enhancing
the value of public research.
3. A valuation practices standards policy imposing the
transparency of methods used in
Europe appears to be essential for
the development of market transactions. According to Dominique Guellec, Thierry Madiès and
Jean-Claude Prager, the creation
of common reference systems for
patent transactions should
involve:
• the collection of information
concerning intellectual property
rights transactions;
• the definition of transparency
standards for patent rating
companies and the obligation to
publish their valuation methods;
• the development and publication of best practices for property
rights transactions, along the
lines of the standard currently
being drawn up by the German
standards body (DIN).
4. The authors also propose
encouraging the setting up of a
patent and licence auction market on an experimental basis. An
active patent valuation platform
under the responsibility of a consortium of public and private
research operators could
therefore be set up. Its purpose

would be to help research centres make their expertise/skills
better known to SMEs and
enable them to find more outlets
for their patents.
5. It is important to prepare for
the potential development of patent-based financial products.
This involves carrying out
econometric studies to improve
the assessment of patent portfolio quality, but also a control by
the public authorities of the rating
agencies that will rate these new
products when they are
developed.
6. A strong recommendation by
the report’s authors is to develop
a competitive intermediaries’
offering in the knowledge
economy. This must be a priority
for the public authorities, given
that France is significantly
lagging its European neighbours
on this issue, and insofar as
intermediation appears to be the
method of coordinating patent
trading that is the most
appropriate to the characteristics
of patents.
7. In order to ensure the
successful implementation in
France of SATTs (technology
transfer acceleration structures),
which are participating in this
movement to disseminate and
enhance the value of knowledge,
it is recommended that existing
systems for enhancing the value of public research be
reorganised. The authors reiterate
that it is crucial for the numerous
existing systems to be replaced
by these structures in order to
offer researchers and companies
a single and professional system.
It is therefore a case of
simplifying the current system,
whose architecture is very
fragmented, in order to better
distinguish local front office
functions from back office
functions.
8. In conjunction with the 6th
recommendation, the authors
propose developing the initial
and ongoing training of

intermediation professionals, in
order to make good the shortage
of valuation experts that France
is experiencing.
9. It would be useful to carry out
a coordinated analysis between
the European Commission’s
Competition Directorate and the
interested national authorities
on the competition risks
generated by the development of
the patent markets.
10. In order to develop SMEs’
ability to absorb and value
knowledge, it is important to
implement specific SME support measures, for example, by
providing them with expertise/
skills. The creation of a European
patent is also imperative for
SMEs which are the first to suffer
from the complexity and
cumbersomeness of the current
regime of intellectual property
rights protection.
11. The authors wish for patent
markets to be used for societal
purposes. This would involve,
for example, setting up ‘green’
technology patent funds and
licensing them to companies in
Southern European countries
under preferential terms and conditions.
12. The setting up of an institute
for patent studies bringing
together the expertise needed for
the management of public
policies is also envisaged.

Comments
Philippe Aghion considers that

the report provides an extremely
clear and exhaustive summary of
the literature on the role of patents in the knowledge economy.
His comment is therefore aimed
more at opening up the debate
towards more general issues.
The first issue concerns the actual
usefulness of patents. He raises
questions about the patent’s causal effect on innovation and
competition. This leads him,
subsequently, to ask when (i.e. in
which sector and at what stage
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of the research process) and
according to what procedures
(period and extent of coverage)
a patent policy is the most
socially useful.
The third point developed by
Philippe Aghion focuses on the
manner of reconciling innovation
in developed countries and
dissemination of knowledge in
emerging countries, particularly
in the pharmaceutical and ‘green’
technology sectors.
He also asks whether public
policies in terms of innovation
and research should or should not
be targeted and whether it is
advisable to give preference to an
ex ante subsidy rather than an ex
post reward system.
Lastly, Philippe Aghion stresses,
like the report’s authors, the

difficulty in measuring the quality
of innovations. He reiterates that
although US legislation
introducing the possibility for
researchers to patent their
discoveries has certainly resulted
in a substantial increase in the
number of patents filed, the
quality of the innovations is
debatable.
Elyès Jouini also congratulates
the authors for the quality of their
work on the patent market. His
comment focuses on the
possibility of considering patents
as financial instruments and
therefore on the plausibility of
creating an organised and
centralised patent market.

Referring to the four basic
functions of a financial market,
he raises questions about the

added value of a patent market
compared to a market such as the
‘Nouveau Marché’ for raising
capital and transforming
household savings into long-term
resources for the corporate
sector.
He also believes that the liquidity
offered by a secondary market
remains very difficult to bring
into play in a market with values
as subjective and contextual as
patents.

being fulfilled by patents and
patent funds.
These considerations prompt him
to conclude that only a small
percentage of the enormous
number of patents can potentially
lead to trading in an organised
and centralised market. In
addition, he believes that patent
funds are more appropriate than
single patents for market transactions.

Meanwhile, the function of information and value disclosure is
unlikely to be fulfilled by a patent market in the absence of a
sufficient number of analysts
specialised in patent evaluation.
Lastly, Elyès Jouini believes that
the function of optimum
resources allocation is already

The authors’ twelve recommendations
1. Reinforcing the legal aspect of intellectual property rights
2. Setting up of Europe-wide public patent funds having substantial resources
3. Implementing a valuation practices standards policy imposing the transparency of methods used
4. Encouraging the setting up of a patent and licence auction market on an experimental basis
5. Preparing for the potential development of patent-based financial products
6. Developing a competitive intermediaries’ offering in the knowledge economy
7. Reorganising existing systems for enhancing the value of public research
8. Developing the initial and ongoing training of intermediation professionals
9. Carrying out a coordinated analysis between the European Commission’s Competition Directorate and the interested national
authorities on the competition risks
10. Implementing specific SME support measures
11. Using patent markets for societal purposes
12. Setting up of an institute for patent studies bringing together the expertise needed for the management of public policies
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