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I_ll
From Intellectual Property Law to
Intellectual Property Governahce

Cost/Benebt Analysis of Order
Provisioh

Human built set of constraints $ontaneously emerging or Voluntary
designefN that bounds and channels individual behaviors
P’ Rules + Enforcement Mechanisims

Settlement of rules that delineate and allocate the right to use
economic resources to agents interacting in a common econg
Space.

I

B'Measuring:Stating unambiguously before everyone which
resources an agent has exclusive rights of use (access, be
ovel

B'Enforcing Operationalizing these exclusive uses rights by
excluding every unentitled agent from access, use or dene




Cost/Benebt Analysis of Order Provisio

Governance

Managing interactions through the
definition of “property rights”

Provision of an economic Rules

Rules setting "
“order” = Benefits enforcement

“Measurement Transaction Enforcement
cost” costs costs

Alternative levels of order provision

A “level of order” 1s
assessed in term of the

size of the community .
relying on it Uniform &
Generic order
(“‘generic institutions”)
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Sets of collective & “local” orders
(“intermediate institutions™)
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Multiples bilateral orders (bilateral GS)
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The Characterization of Intellectus
Property Regimes: Relevant
Dimensions and Trade-dffs

Intrinsic Property Rulés

. Open
+ Spillovers

Bundled

-Measurement cost Unbundled

-Assembling costs

-Exploitation costs

Close
+ Incentive




Organization of Governance"1:
Benebts/Costs of Collective of Governanc

The Centralization Tradeoff

Scale & Scope Effects (Increasing heterogeneity of Individual
Learning and Specialization Preferences)

Benefits

Reduction of Collective

Welfare Losses

(Increased consistency among local
rules, Internalization of externalities,
Positive network effects in the use of
common standards of interactions, ...)

(Reduced Renegotiability)
(Increasing Information Asymmetries)

(Increasing Incentives to Free Ride)

(Increasing Incentives to distort coll.
Gov. in favor of a minority)

Organization of Governance'"2:
Public vs. Private Rulérs

¥' Public'
Constitutional Delegation by Citizeins
P'OLegitimacyO to build/design Ocollective intdrestO
B'Monopoly of legitimate violence to guarantee enforceinent

=> QOrientation toward legitimaty
Order difbcult to challende

¥ Private'
Bounded Delegation by Stakeholders
P'Competitive incentives to build and defend Oclub gdodsO
B'Enforcement capabilities based on adhédsion

=> QOrientation toward local efpbciercy
Permanently questioned equilibribm




Organizational Arrangemént

Centralized
+ T Economies of Scale
/learning
+Internalization of
externalities
Private +enforcement costs
Institutions +interfaces & platforms

Public Institutions

+ “General Interest”
+Mandatory Order

Decentralized
-inaladaptation costs
+effective use of information

m"
The Characterization of the
Knowledge/Technological Domai




Knowledge/Technology
Characterizatidn

¥' Knowledgeis by essencevolving and cumulative

P'Criteria of performance: economic of growth and
development. e.g. speed, sustainability,, etc

¥' Technology(when knowledge is considered only
as good) In that casBtaticworld described by
network characteristics and network effécts

P'Criteria of performance . Standard criteria of economic
efpciency and welfate

Knowledge/Technology Characterizatia
¥' Individual piece (of technology/knowledge)Os charactetistics

B'Degree of Generality/SpecibcCigfar vs. meshed Ntwk)
Metric = position in the network (techno); number of derived ideas (knowledgg
Meaning =Asymmetry of network effecti® the case of technology, level of
spillovers in the case of knowledge

P'Degree of complementarityverage Number of links/pieces of KIT)
Metric: Number of relationships of interoperabilit?/ (techno), number of individu
ideas with which direct recombinations are viable (knowledge)

Meaning =Actual level of network effectim the case of technology, of spillovers
the case of knowledge

¥' Networkcharacteristids

P'Degree of heterogeneity/differentiatignerage distancs)
Metric = number of common/different characteristic/attributes among the piecsq
knowledge/technolody
Meaning= degree afubstitutabilitybetween pieces of knowledge

D'C|USterI2atI0n(standard deviation of the distance among individuals in the
population )
Metric= Intensity of complementarities within a group by contrast with
independence among groups
Meaning=clusters of interoperability requiremeiftechno), clusters of knowledge
domains/disciplines




Knowledge Characterizatibn
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Knowledge/Technology Domains,
IP Regimes and Modes of
Governande




Knowledge/Technology, IP Regime and Governarice

Open vs
Close

Bundled vs.
Unbundled

Centralized
vs. Dec

Public vs.
Private

The more general the more
open (to max spillovers);
while it reduces innovatorOs
incentives (in particular for
those producing the most
productive intangibles; which
becomes an issue

The more general the more
unbundled rights (to
minimize/socialize
transaction costs); while it
reduces innovatorOs
incentives (asymmetric
effects; see the other box)

Economies of scale and
production of interfaces/
platforms play in favor the
implementation of unified
solutions in case of high
degree of generality

Public implementation is
required to implement a
system balancing the
interests of the most
productive innovators with
those of the society

The higher comp., the more
open (to reduce the costs of
spillovers)

The higher comp., the more
unbundled rights (to max the
exploitation of spillovers)

Centralized governance
should reduce the costs of
implementation and use of
an open unbundled rights
coming with a technology of
interoperability

Not relevant (if symmetries in
the benefits of an open
system, public
implementation is not
required)

Goes hand in hand with
bundling: The lower diff, the
more unbundling if
closeness ; otherwise
tragedy of the anticommons
effects; closeness guarantee
protection of inventors rights
even if very incremental
innovation

See the left box: either
closeness and unbundling or
openness and bundling in
case of low differentiation

Not relevant

In the case of low
differentiation; substitutability
makes impossible to exploit
monopoly position gnd
therefore strategies to claim
for close and bundled rights;
anticommons effects
guarantee spontaneous
implementation of close
unbundled rights and public
governance is not needed

Not relevant

Not relevant

Clusterization call for
intermediate governance

Not relevant

Concluding Remarks

¥'Interplay between the degree of bundling and
the degree of closenéss

¥ Public intervention needed when asymmetries
iIncentives/risk of monopolizatidn

¥ Openness is not the only issue
B'Bundling/Unbundling
P'Centralization vs Decentralizatibn
P'Public vs. Private




