Law Economics -
Intellectual property
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* Promote innovation * Protect the integrity
of markets

INNOVATION

Two proposes

of IP law
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Productivity group in US Between 1929-1982

- 68% of productivity gain due to advances in

Denison (1985) scientific and technological knowledge, 34%
research due to improved worker education, 22% due to
greater realization of scale economies, and 13%

attributable to increased capital intensity




Defects &
Virtue

Defects

* Deadweight loss to

consumers

* inhibit the use of scientific

or tech. knowledge for

further research

* Maybe a lots of firms

doing the same research

Virtue

- "Every” invention create

Pareto improvement

* Decentralization. if it's

public goods, it should be
publicized

* Inventions bearing high

costs . decide carefully!



* technical change occurs in response to changes in factor
prices: “"A change in the relative prices of the factors of
production is itself a spur to invention and inventions of a

particular kind— directed at economizing the use of a factor

: : which has become relatively expensive.”
Motivation
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- Patent: 82 5T 70 5F cumulative innovation, short
An overview of

the principal IP
regimes - Copyright: exclude innovation from this piece,

period(20 years)

promoting

innovation and
creativity - Trade secret law: A& patent EFER BB ALFH,

B ZH N EIPRIIRE

protect creator
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Stand-alone innovation VS. Cumulative innovation

* The focus for stand-alone

Innovation is upon ex ante

iIncentives.

- all of the results in this area depend
sensitively profit on what is

assumed about licensing.

- When we turn to cumulative

Innovation, ex post incentives

enter the analysis.

- affecting incentives to invent are

the threshold for protection,

duration, breadth, rights of others




Difference

Goldstein, 1986

Patent
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* the role of patent and

trade secret law is to
direct investment
toward such

Improvements.

Copyright
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* The aim of copyright is

to direct investment
toward abundant rather

than efficient expression



Difference

Goldstein, 1986

Patent
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Trade secret law
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History
&

other discovery
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* Trade secrecy VS. disclosure
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Optimal duration of IP protection
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Nordhaus’

model
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Policy Leverage
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Consider about

breadth

Optimal duration

of IP protection
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* Klemperer(1990):
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Help from

breadth
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Profit-to-dead-

weight-loss
ratio
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"The better policy is a
Conclusion Narrow pate Nt fOI’ d

relatively long time.”




Thanks for your listening!




