Intellectual Property, Competition and Income Inequality

Michele Boldrin, WUStL and FRB St Louis

I.S.E.O. - Un. di Brescia - 22 giugno 2017

Michele Boldrin, WUStL and FRB St Louis (|



Three questions

@ Which relation between competition & innovation?

Michele Boldrin, WUStL and FRB St Louis (.



Three questions

@ Which relation between competition & innovation?

@ How to approach the "IP conundrum", from a policy perspective?

Michele Boldrin, WUStL and FRB St Louis (.



Three questions

@ Which relation between competition & innovation?
@ How to approach the "IP conundrum", from a policy perspective?

@ Is there a relation between globalization, strenghtening of IP and
increasing income inequality?
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Three quick answers
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Three quick answers

@ In the long-run (which comes quickly) innovation is driven mostly by
competition

@ By approaching the IP-induced distortions the same way we
approached those induced by trade barriers

@ There is: distortions from IP protection are magnified in a global
context (winner takes all)
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Competition and Innovation - Theory

@ Bertrand vs Marshall: "New" Growth Theory wasted three decades to
rediscover the wheel
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Competition and Innovation - Theory

@ Bertrand vs Marshall: "New" Growth Theory wasted three decades to
rediscover the wheel

@ The theory had always been there: Marshall + Schumpeter + Plant
@ There is no competition without imitation cum improvement

@ Without imitation cum improvement there is no growth and no
further innovation
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Competition and Innovation - Data

@ Historical evidence is overwhelming: how many new industries were
born out of patents?
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Competition and Innovation - Data

@ Historical evidence is overwhelming: how many new industries were
born out of patents?

@ Survey of recent empirical evidence in Cato PPP with Correa, Levine
& Ornaghi (2013)

@ Fact is that, after Stigler 1956, empirical research on the issue has
dwindled

@ The evidence on the legal and regulatory burden induced by IP is
cumulating
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@ Because anti-trust is about fostering competition and free entry,
connection is natural
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IP and Anti-trust

Because anti-trust is about fostering competition and free entry,
connection is natural

Obstacle to both is rent-seeeking by mature industries/companies
Anti-trust is vastly captured by insiders and vested interests.

The issue is, therefore, completely political

| am not optimistic, at all. Especially for the USA
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Reforming IP Laws - The Trade Analogy

@ There is a deep analogy between IP "rights" and Trade "barriers":
let's discuss it

@ The analogy goes deeper: both are favorable to incumbents, to
existing dominant firms

@ And, having been around for a long time, neither can be dismantled
rapidly

@ Hence, look at IP the same way we looked at trade barriers after
WWII
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Reforming IP Laws - The short vs the Long Run

@ Slowly but surely, dismantle it. Get rid of patents and copyright
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Reforming IP Laws - The short vs the Long Run

@ Slowly but surely, dismantle it. Get rid of patents and copyright

@ In the short run focus on the obvious inefficiencies, mostly legal and
regulatory constraints

@ In the long run work on restricting, progressively, the breadth and
width of IP rights
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IP Rights and Income Inequality
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IP Rights and Income Inequality

@ |P creates monopoly power AND prevents imitation

@ Prevention of imitation has a territorial dimension: in recent years it
went from local to global

o Imitation is CRUCIAL in allowing people to share in the social surplus
of innovation

@ Globalization 4 IP Rights => Powerful cocktail in the
"winner-takes-all" equilibrium
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