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W ashington
Steve M aurer, UC Berkeley

Courseweb

e http /v ww csw ashington edu/education/
courses/csep590tu/04au/
- Announcem ents
- Readings/schedule
- Lecture archive
® Backup fortecdhmology glitthes
- Project Inform ation
® M ore on this shortly

C ourse expectations

e Do the reading priorto class
e Participate In class to the extentpossible
given the technology
e Produce a an all-group texm paper
— A “balanced policy brief” on som e topic w ithin
the IT & Public Policy sphere

- W ew illwaita couple of w esks for course
enrolm ent to sabilize

- W ewilluseaW ikito exchange ideas, form 5
ooz, sz oo, ]

An experin ent

e New course

e New mstructor collaboration

e New sites (UCB and UCSD ) jolning two
previous sites UW and M icrosoft)

e D ouble the num berof sites

e Evolving technology

e |
Threaded em ail archive
e Join through the course w eb
e Do ittoday!
e Cunently ~34 UW ,~14 UCB,~19UCSD,
~97?
I @

Tonght

e Catrh thedebate at11
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Procuring Knowledge
An Introduction to

IP Law and Econom ics

StephenM .M aurer

7
G okim an Schoolof Public Policy e

Introduction

Tw o Frontiers

Hardw are

Softw are

Introduction

Tw o Frontiers

Hamw are

Softw are

Introduction
Tw o Frontiers
W ork Both Sides of the Problem
O pen Source
DataW arhousing
Com puter Security
Thcentives are Pow exfiil!
Horatory Solutions & Law s

Introduction

Two Setsof Tools

Legal Tradition
Local Nuts-end-Bolts) O ptim ization
Is-Iam

E oconom ics Tradition
G Iobal B ig Picture) O ptim ization
Precision

Introduction
Two Them es

Marginal Cost = Zero

The Second Copy isCheap!
Jargon : "N on-R ival”

Network Externalities
ICareW hatYouBuy.




Tonight

MP=0

Intellectual Property (“IP”)

O therR & D Tnsttutions

Applications . . .
D atabase Policy
(Private-Public Parmerships)
A cadem ic Entrepreneurs)

A RightTo Exclude

Som e H istory
LateM edievalO rigins
Statute of M cnopolies (1524)

Patent & Tradem ark O ffice
Fashionsin IP Law

M any Types
Patents, C opyright, SCPA , etc.
M any Proposals
D atabases

P

Legal

14

Defendant No.
W s SubctM atter?

SubjectM atter
Patents:

iP

Legal

* Products, C om pounds, No.
M achines, Processes . . .

SubJECtM atter?

*x 1,ife, Business M ethods, Softw are?
* Novely

Copyright:

* Expression, N ot Heas

* W rtngs, Plays,M ovies,D gialAudio . ..
** Softw are?

* Creativity

| ves

O ther Statutes - The Public D om ain 1

Legal
J Yes.
Delﬁandant No. Lisbility
W s 5
(fringem ent)
J Yes.
Defendant No. Defenses &
W s Exem ptions
Yes.
Defendant No. ; Yes! plantff
W e
15 -
L igbility NP
Legal
Basic Concepts N
e Lisbility
Breadth (fringem ent)
D uration
l Yes
Patents
D octrine of Equivalents
20 Y ears
Copyright
Non-LiemlSin ilarity

Life+ 70 Y ears 17

D efenses & Exem ptions

iP

Legal
Patents No. Defenses &
R eduction to Practice, Exem ptions
M isuse, FirstSalkeRule, J Yes
Research, Duty of Candor,
Estoppel& Laches.
Copyright
Thdependent Invention, First Sale,
FairUse,M isuse (?),Estoppel& Laches

18 5




P

Relief

Legal
No Relief
Patents & Copyright l Yoo
D am ages
Prelin inary hjinctions
Perm anent lnjmnctions
Exemplry & Sttutory D am ages
19 -

Trade Secrets D E)
A D ifferent Philosophy . . .
SubjctM atter

Comm ercially V aluable Secrets
Liability

Secrecy, In properM eans, D uration
Relief

Damages, “Headstart” Injunctions

1P

Econom ics
A Choice of M ethods
NO D om inantSolution!!!
W hatA =W e Trying to A coom plich?
W hatA re the BenefitsD raw backs?

]

Eoonom ics
W hatA =W e Trying to A coom plich?
1."Nobody CanBeM ade BetterO ff
W ihoutM aking Som eone Else W orse

1P

Econom ics

W hatA W e Tryhg to A coom plish?

1.Ex PostE fficiency - “D eadw eight Loss”
2.ExAnte E fficiency - “Tnovation”

3. E liciting Privately H eld lhform ation

4 .Agency Problem s - Sponsors

5.Agency Problem s - R esearchers

O ffr
2.M axin ize N etSocialV alue
(vc) >0
3.0 d Econom y Prescription :
P=MC 2
[cE
Econom ics

@ Ex Post Inefficiency
a.k.a. "Deadweight Loss"




The Old Economy: 1P

“M arkets are E fficient” Econom ics

Price

Price —
= MG
Quantity 25
[
The Old Economy:
The New Economy: IR
“Intellectual Property™ Econom ics

IsIP aM onopoly?
P>MC

Domng W ihout
ExAntevs.ExPost

M itgating D eadw eightLoss
D »ialR YhtsM anagem ent

The Old Economy: NP

"M onopoly” Econom ics

Price —
> Me

The New Economy: 1P

“Intellectual Property” Eoonom ics

Public G oods:
NonRival M C = 0)
Excludable

WhyP=MC W on'tW ork
W hatIP Does

]

Lin isof IP Eoconom ics

CopyrightH istory
Is IP N ecessary”?
D atabases
Source Code
M usic
TooM uch IP?
D atalbbases, DM CA , Softw are Patents. . .

0
©




iIP

Econom ics

@ Ex Ante Inefficiency
a.k.a. Innovation

1P

Econom ics

W hat Thcentive is O ptim al?
Thnovation vs.DW L

htergenerational Tssues
Races

D uplication

W aste

H igh Risk Research

1P

Econom ics

@ Eliciting Privately
Held Information

P

Econom ics

(v-c)=?
centive = II V

]

Econom ics

Cum ulative lnnovation
DoW eNeed A Strong Comm ons?
The Licensing A rgum ent
Softw are Patents

]

Econom ics
Thfom ation A bout (<)
isD igpersed.
Tw o Types of Infom ation
Technical Feasbility — Java
V alue © Consum ers — The Intemet
L in its on nform ation Sharing




iIP

Econom ics

@ Agency Problems -
Researchers

P

Econom ics

W hatIfResearchers ...

* LieAbout V - C)?
* Go to theBeach?

1P

Econom ics

@ Agency Problems -
Sponsors

]

Econom ics

W hat If The SponsorD cean/tPay?

* PatentL iigation?

P

Evidence

A re Patents In portant?

Pathologies
Patent Thickets
The Anticom m ons
Trolls

Oth
Choices

H isory
Examples
Prizes
ContractR esearch
G =nts
Buy-Outs
Hybrids
CRADAS
Bayh-Dolke




Other
Cholces

Prizes

1.ExPostE fficiency
N o D eadw eightLoss!!

2 .ExAnte E fficiency - “Thnovation”
YouM ustKnow “v”!!

3.E liciting Privately H eld Tnform ation
D frected Prizes O ARPA ,X Prize)
B lue Sky Prizes G oogle)

43

Oth
Cholces

o Contracts
1.ExPostE fficiency

N o D eadw eightLoss!!

2 .ExAnte E fficiency - “hnovation”
YouM ustKnow “(v-c)”!!
PacketSw itching
C om petitive bidding & sscond-price
auctions.

3.E Iiciting Privately H eld Tnform ation

45

@

Oth
Cholces

1.Ex PostE fficiency G =nts
N o D eadw eightLoss!!

2.ExAnte E fficiency - “Tmnovation”
YouKnow “¢” Before, " A fierw ard!!

3.E Iiciting Privately H eld Tnform ation

Other
@h@ug}g@g

4 .A gency Problem s - Sponsors
Types of Prizes
Comm im entStategies

5.Agency Problem s - R esearchers

Oth
Choices

Contracts
4 .A gency Problem s - Sponsors
5.Agency Problem s - R esearchers

Oth
Choices

Gmants
4 .A gency Problem s - Sponsors

5.Agency Problem s - R esearchers
An ImperfectSolution . ..




App@g@@@mu
H istory
IFJe‘?s:t& Congress
Europe (1996)

U S.Politcs

IP asaH idden Tax
U sersvs. Sellers

Application:

Policy D atabases

The Paradox: W hyDoW eHave aD atabase
hdustry atA 1I?

The Issue: DW L vs.M ore Innovation

The Evidence:
W ho’sBeen hjured?
W hatNew D atabasesW culdW eGet?
The European Experim ent 5

©

Gemany

Application:

x D atabases

France UK. us

gggggggggggggggg

Application;
D atabases
A gvice to Congress
O ptions
Property Rules
Liability Rules
M issppropriation
The NS Case
CurnentLaw

Prove k! 52




