Dr. David E. Martin

The role of intellectual property in the restructuring of

economic systems for global commercial success

Three thousand years ago, a great people realized that to become a lasting civilization, knowledge gained in one generation must be preserved so that future generations could build thereon.  When stylus was placed to bone, China etched its indelible mark on the world’s story – a mark that is celebrated to this day.  The Chinese innovated for the philosopher and scholar while most of the rest of the world farmed.  The very paper upon which today’s speech is printed owes its genesis to innovation and technology transfer by ancestors who occupied this land in millennia past.

Two hundred and ten years ago, Thomas Jefferson, a great statesman and philosopher in the United States realized that the creative mind must be empowered to create enterprises upon which national economies could flourish.  

Today, we stand on the pavement laid down by the great minds who have gone before us.  Today, we inherit the trust that has been thousands of years in development.  For today, a business from the home of Jefferson humbly meets the wisdom drawn from the ages to facilitate a great economic transformation.  We hope that today’s legacy may prosper long into the future.

M•CAM’s business was built to allow the world to bring order to the chaos of the knowledge economy.  Having inadequate tools to assess ownership, insufficient models to assess value, and incongruent policies to ensure protection of intellectual property, the world’s economies have been unable to build the currency of the New Economy.  Today, the visionary leadership of China has taken a great leap forward in embracing a methodology for deploying this standard.  

M•CAM has, as its corporate philosophy the simple motto: 

Discover unknown potential and transform dreams and knowledge into Reality.

While most international businesses look on China as a wealth of consumers from which money can be extracted, M•CAM is committed to charting a course unlike this historical economic imperialism.  We are not here to have our logo on the tallest building.  We are not here to extract the wealth of this country for the gain of a few.  To the contrary, M•CAM’s success shall be measured by the knowledge that the children of China inherit an economy and society where the creativity of the mind can serve as the engine of economic greatness.  To that end, we are honored to be here today to contribute to the Chinese people, one very important tool which, in the hands of you all can be used to effect great change.

Almost 2,500 years ago, the following words were attributed to Confucius:

The ancients, who wished to illustrate illustrious virtue throughout the kingdom, first ordered well their own states. Wishing to order well their states, they first regulated their families.  Wishing to regulate their families, they first cultivated their persons. Wishing to cultivate their persons, they first rectified their hearts. Wishing to rectify their hearts, they first sought to be sincere in their thoughts. Wishing to be sincere in their thoughts, they first extended to the utmost their knowledge. Such extension of knowledge lay in the investigation of things.    

Things being investigated, knowledge became complete. Their knowledge being complete, their thoughts were sincere. Their thoughts being sincere, their hearts were then rectified. Their hearts being rectified, their persons were cultivated. Their persons being cultivated, their families were regulated. Their families being regulated, their states were rightly governed. Their states being rightly governed, the whole kingdom was made tranquil and happy.    

From the Son of Heaven down to the mass of the people, all must consider the cultivation of the person the root of everything besides.  It cannot be, when the root is neglected, that what should spring from it will be well ordered. It never has been the case that what was of great importance has been slightly cared for, and, at the same time, that what was of slight importance has been greatly cared for.

If the ancients knew this when it was written over 2,500 years ago, it is informative to take lessons from the past to inform the present.  To establish a well ordered, rightly governed economic policy, we must understand that knowledge and its offspring - intellectual property - must be created, protected, valued, and commercialized using a standard which can be understood throughout the globe.

So we adapt Confucius to today in the following manner.  

To create a knowledge economy, the visionaries must understand the property to which value can be assigned.  To assign value, they must understand the markets into which those properties can be placed.  To understand the markets, they must understand the unique position the property affords for the protection of business interests.  To understand the business interest, they must determine ownership.  To determine ownership and attribute title, they must extend, without border, their investigation of knowledge.

Once investigation of knowledge is complete, title can be attributed.  When title is granted, a business interest can be understood.  With a firm understanding of the commercialization opportunity, markets can be measured.  When markets can be measured, value can be assigned.  When value is assigned, the economy can place the assets on balance sheets.  When the assets are recognized for the value they have, economies can efficiently emerge.

From the CEO’s, Finance Ministers, and Investors to the mass of the people, all must consider the cultivation of knowledge to be the root of everything.  If ignored, orderly economies cannot be established.  It has never been the case that the greatest asset held achieves its value by being ignored, and, at the same time ignorance has never built lasting success.  

M•CAM’s technology now available to the whole of China, provides the infrastructure for that very purpose.  Today, we will discuss the uses of the M•CAM DOORS™ China product and demonstrate how this powerful “compass” can assist in building the operating systems for the New Economy.
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China realizes the importance of intellectual property to secure domestic and international market success.  With over 700,000 patents currently in force and issued to Chinese corporations and institutions, a great untapped potential for the Chinese economy lays waiting for today.  Using M•CAM’s information tools – like M•CAM DOORS™ China – the SIPO will have the opportunity not only to meet, but to exceed World Intellectual Property Organization goals for on-line national patent interfaces in 2001.  Rather than following other nations, China will lead the world in the ability to dynamically evaluate the uniqueness and novelty upon which Paris Convention signatories issue patents.  In its effort to enter the World Trade Organization, China will be able to demonstrate domestic and international systems to protect its domestic intellectual property and simultaneously evaluate international applications using advanced analytics deployed here today.  Rather than allow the wholesale loss of intellectual property stolen by foreign entities, China will be able to leverage its intangible assets in trade and lending negotiations in ways that were thought near impossible months and years ago.

Innovation is a condition of the human spirit, an irrepressible urge to optimize the environment around us. At the formation of the US, the framers of the Constitution afforded a right for all Americans to think, and in so doing, create proprietary foundations for commerce and enterprise.  In a desire to extend this essential economic power to its people, the government of the People’s Republic of China, promulgated the Patent Law in 1985 and enhanced it in 1993.  Structured by Deng Xiaoping and brought to international standards by Jiang Zemin, China’s patent law is now prepared to underpin an economic structure that realizes value for these core assets. Throughout the world right has been powerless in the face of judicial and financial inadequacy to acknowledge its true value. For over 100 years, accountants and financial institutions have attempted to link the innovation to the commercial enterprise built for the exploitation thereof leading most to believe that the only way to leverage intellectual property is in the high-stakes world of speculative finance. In fact, we have placed the heart and soul of our newly evolving economy into the most expensive form of investment infrastructure created – the equity markets.  The Asian market collapse of 1998 and the U.S. market collapse of 2000-2001 have shown that both debt and equity markets need a basis of value which can be audited.  This abdication of creativity has been driven by a world in which the account's spreadsheet is the final arbiter of value. I am pleased to announce to you today, that this darkness is over. No more will an innovator have to hear the words, “But all you have is a patent, what real asset do you have?” No, to the contrary, based on recent developments, the day is upon us where intellectual property and intangible assets will have greater value than bricks and mortar. The quill is bending to the printing press.

So, how do history and M•CAM come together? In point of fact, the answer to this question is a simple one – enlightenment is often born out of a disciplined leveraging of a chance discovery. M•CAM makes accessible critical capital markets long inaccessible to the most innovative in our society. However, as in each of the cases mentioned above, great opportunity was a component part of the phenomenon, wisdom and order were desperately requisite and often lacking. In today's conference, as we continue to explore the role of innovation in our economy and the appropriate management thereof, it is important that we all realize that we have a great responsibility to allow our minds to open breaking apart the conventions which long have sequestered the great opportunities afforded by the innovation process. 

It took ten years for the United States to see its technology transfer revenues go from $10 billion to $180 billion.  M•CAM is committed to helping businesses, financial institutions and the government of China see technology based revenue become a meaningful component of the Gross Domestic Product and the national product in five years.  The partnerships launched today are structured to yield great returns to build an economy heralded as among the finest in a near term.  Relying on China’s greatest asset – its brilliant people – today marks the beginning of the new era in which the wisdom of the centuries is transformed into the economic engine of the future.  We are honored to be a part of that process and are grateful to the ICC, SCORES, our University partners, SIPO, and the central government for boldly taking these important steps to build tomorrow today.

Mr. John A. Schwab III

The role of intellectual property in the creation and

management of international equity markets

The events of the past 12 months have given us all the opportunity to reflect on the fundamentals of the equity markets.  One hundred years ago, J.P. Morgan, one of America’s great industrialists and financiers realized the control of volatile markets required the careful balance of central banking policy and public equity markets.  However, over the past 20 years, we have seen an erosion in the foundation of value in the U.S. and international markets.  The market swings and the resulting currency chaos since 1998 have illuminated the need for the world’s markets to carefully assess the fundamentals of value investing.  This is necessary for us to weather the current economic storms.  As China begins encouraging its people to place money in its equity markets, the need for auditable standards to determine value must be deployed.  No place can this be more visible than in the area of intellectual property.

Over the past 6 months, we have been working with M•CAM to understand the importance of patents in the core value of major U.S. and international corporations.  Using their analysis, we have learned about strengths and weaknesses in market leaders and have been able to position investments to be responsive to the risks and opportunities provided by intellectual property intelligence.  We have learned that the market capitalization of companies can be altered by over $1 billion on the simple discovery that a patent is unenforceable.  We have observed M•CAM’s reports impact the stock market in the United States by both sustaining value where opportunities exist and pointing out problems where emotion has replaced sound judgment.  This knowledge, deployed across a national equity market is priceless.  

M•CAM was formed to allow commercial lenders, businesses and financial institutions, for the first time, to use intellectual property and intangible assets as collateral for conventional debt financing. By providing secured asset purchase contracts to lenders to purchase IP in the event of default, M•CAM innovated the first liquidity-backed collateral enhancement program for patents, copyrights, trademarks, databases, and other forms of intangible assets. Formally launched from its predecessor company, Mosaic Technologies Inc, M•CAM built a powerful analytic tool which serves as the first auditable, web-enabled intellectual property evaluation system which is used to calculate the asset liquidation value – the residual value – of all forms of IP and IA using over 200 discreet data components. Evaluated by the world's leading economists, regulators, and financial institutions, this technology interrogates each property around 4 key themes. 

First, does a property exist? The United States Patent and Trademark Office (“USPTO”) commissioner Todd Dickinson, in testimony before the House Judiciary Subcommittee in 2000 stated that the USPTO finds itself increasingly reliant on patent prosecution and examination to keep pace with the burgeoning patent and trademark filing rates which have characterized the past several years. Under questioning, grave concern was expressed that, in an era where the USPTO is not able to scale its personnel and technological resources, quality control on patent issuance could suffer. The mere presence of an issued patent, unfortunately, does not guarantee that a valuable asset is present. M•CAM has developed the world's first patent auditing technology that will allow prosecuting attorneys and patent examiners to more adequately review patents and other databases to determine the novelty, non-obviousness, and utility of patent claims in the future. In current use, we are now evaluating issued patents to determine whether a high probability exists that a patent will be disallowed or may have a high infringement probability prior to making a decision to use the asset for collateral in debt or equity financing a poor one. As of U.S. Patent # 6,035,402 issued March 7, 2000, there have been 777 patents issued identifying novel uses of credit cards for internet transactions. Thirty-four patents specifically identify novel means of using credit cards on the internet in allowed claims. Given the increasing issuance of patents without proper reference to prior art, M•CAM DOORS™ gives analysts the first tool to “audit” the patent prosecutor and examiner to determine the nature of novelty around a property. 

Second, can the property move? For IP to achieve greatest commercial value as an asset in the new economy, it is necessary to determine the degree to which innovation can be used by parties other than the innovator's. M•CAM’s analysis evaluates the utility of IP in other primary sector applications as well as identifying non-aligned sectors in which the property may exist. Using the proprietary Innovation Extraction Analysis (IEA), M•CAM analysts can identify technology transfer candidates for any patent in less than 5 seconds by simply typing one patent number into the IEA. Instantly, primary and secondary applications for the reference innovation are displayed and the corporations in the sectors are profiled by prior innovation utilization descriptors. In an era when equity transactions often involve preferential shareholders, it is imperative that shareholders' agreements do not encumber the leverage value of IP by preventing it from being used in a lien situation. 

Third, is there a market for the property? Most innovation is created to solve a problem. The beauty of human nature is that we all have problems. The beauty of innovation is that we often unwittingly solve someone else's problem when we solve our own. For an asset to have utility as collateral, M•CAM’s analysis identifies those parties who have already expressed interest in the protected property by reference or infringement and then characterizes the degree to which this interest can be monetized. After identifying if anyone cares, the system then models the liquidation method which would specifically be used in the case of the reference property. 

Finally, M•CAM identifies a deployment strategy for the asset if it does not improve. In other words, they develop a depreciation analysis for each property. If one were to take, for example, Windows95, it is intuitive that this copyright would not have great value as a ten year amortized asset given that we know that there was Windows98 and Windows2000. By characterizing the life of an asset by its utility – not by the arbitrary statute, M•CAM can identify the best mechanism with which to secure a lender's interest in the asset and or improvements thereto. 

Soon equity markets around the world will truly establish value estimates on the essentials which drive lasting value.  Companies, while viewed for their future potential, will again be viewed for their revenue and their assets.  In my experience, I am convinced that the system developed by M•CAM and now in the hands of the Chinese financial markets will help investors in China avoid some of the trouble our market is in right now.  The State’s protection of the individual investor will be greatly enhanced if reproducible standards are used to provide patent rights to businesses throughout the country.  This is a great opportunity to build a system learning from the strengths and weaknesses of the last 100 years of experience in the U.S.  I’m pleased to be a part of the creation of a standard for the Chinese markets and am eager to continue working with the Chinese markets to see the New Economy market emerge here.

Mr. David J. Pratt

The role of intellectual property in the protection 

of domestic proprietary markets
 

For thousands of years, the people of China have brought ingenious inventions into the world. These are innovations so fundamental that it is difficult to imagine life without them.  The compass, paper and printing, gunpowder, ceramic and metallurgical technologies, and the thousands of compounds used in Traditional Chinese Medicine are a small part of the amazing product of Chinese intellectual efforts.
 

A new phenomenon is occurring worldwide that represents an opportunity for China to safeguard and develop its unique cultural, scientific, and technological heritage.  As with all opportunities, it is balanced with a challenge.  Countries all over the world are making affirmative decisions to develop and deploy the strongest possible intellectual property in sectors of importance to their national identity and economic well-being.  
 

Intellectual property has become, as the other speakers today have said, a new currency of world trade.  It is now imperative to control intellectual property on technological, biomedical, business, and production processes – as vital as controlling the physical means of production itself.  It is insufficient to simply build the chemical plant, the steel factory, or even the securities exchange market.  It is wise to create robust patents in advance to protect the development of the means of production and economic development.
 

Indigenous items that help define the national identity deserve special attention.  We have seen a sad case in which an agricultural product – basmati rice – was the subject of a patent filed in the West.  The particular strain of rice involved was a hybrid to be grown only in the Western Hemisphere.  Yet people buying that rice in the United States or Brazil would assume that they were getting rice from India.  Governments should have the tools available to identify such a threat early, and to protect national interests in ways consistent with world intellectual property standards.
 

Pharmaceutical companies in the United States and Europe are obtaining patents at the rate of thousands each year.  The materials and methods of Traditional Chinese Medicine are of great interest to those companies.  It seems prudent to consider a complete survey and analysis of the components of Traditional Chinese Medicine and its modern developments.  The purpose of such a survey would be to identify and create patents on irreplaceable medical technology before it becomes widely applied elsewhere.
 

Treatments that evolve from traditional methods should be considered as important contributors to national economic and social progress and protected by strong patents.
 

The same applies to the many technologies that China has invented to produce cultural items such as arts and crafts.  We know of one case in which Japanese interests expropriated a unique cloisonné production method from its Chinese home.  The method has no patent protection in China or elsewhere, and its cultural and economic value to China has been greatly diminished.  Japanese businesses subsequently filed patents ultimately restricting China’s ability to enjoy the economic value for its own assets.  M(CAM strongly believes that unique production technologies should be closely examined to determine if they could be patented.  It may be that with very minor modifications, many unique cultural items can be protected from inappropriate exploitation in world markets.
 

Imagine if the science of acupuncture, which has been widely adopted worldwide, was subject to intellectual property controlled here.  Now extend that image to other methods and products of Chinese invention.  One quickly can see the potential size of the markets involved, in every technology sector.
 

China has long had the largest numbers of scientists, mathematicians, and engineers in the world.  Add to that the practitioners of Traditional Chinese Medicine, the scholars, craftsmen, artisans, and businesspersons in all fields.  Clearly, there is an immense national heritage to protect and defend.  In M(CAM’s view, strong patents constructed in an efficient and comprehensive national intellectual property system are the key to realizing the tremendous abilities and innovations of the Chinese people.
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