ECONOMICS AND MANAGEMENT OF INTELLECTUAL PROPERTY
(38E00100) 
Lecturers: 
Docent ("Adjunct Professor") Tuomas Takalo (tuomas.takalo at bof.fi) 


Docent ("Adjunct Professor") Mikko Välimäki (valimaki at hanken.fi) 


Guest Lecturers

Objectives: The objective is to equip the student with the necessary economic tools to evaluate the strategic and welfare importance of intellectual property and the various means to protect it, such as patents, copyrights and secrecy, as well as ways to generate revenue from intellectual property, such as licensing. 
Contents: The course approaches intellectual property primarily from economics and technology policy viewpoint and hence should be seen as a complement to a course on intellectual property law. Topics include but are not limited to: economic effects of patent duration and breadth, optimal design of patent policy, policy design and management of intellectual property when innovation is cumulative, the choice between patents and secrecy as an appropriability strategy, competition policy and IPRs, industry studies of innovation and IPRs (semiconductors, network industries, financial services).

The course involves some elementary microeconomic analysis (less than in previous editions of this course). The basic concepts of microeconomics and game theory such as consumer and producer surpluses, dead-weight loss, Nash equilibrium, Bertrand and Cournot competition are quickly reviewed when needed. If these concepts are new, learning them may require some self-study by using, e.g, some intermediate microeconomics or industrial organization text book (see the reading list). 

Evaluation: I) Exam (60%), and II) Essay (40%) 
Exam: At least one exam question is based on guest lectures and at least one involves some elementary algebra or numerical examples.

Essay: Each student will be expected to complete a short (3-10) page essay during the lectures. The essay may deal with any topic related to the economics and management of intellectual property. A good topic for an essay would come from some current business or policy case. In such a case report, the issue at hand should be summarized, key business and policy tradeoffs isolated and placed in the context of the scientific literature. An essay could also summarize a topic that is covered by the course textbook but not by the lectures. Besides summarizing the topic, the analysis or results should be critically evaluated in the light of the literature and reality. The student should obviously resort to other material than just the text book. Yet another example of an essay would be a short evaluation of a scientific article. In such an evaluation the main parts of the article's analysis (theoretical, empirical, conceptual) should be described, the results summarized, and then the analysis and results should be critically evaluated. The essay can also consist of research proposal for the master thesis or a part of thesis. 

Further information on essay and exam during the course
Teaching: Spring 2007, 15.1.-28.2. 
The lectures take place on Mondays and Wednesdays 10.00-11.30 at the lecture room CG-109 
Lecture 1 (2h) Mon 15.1. Välimäki

Lecture 2 (2h) Wed. 17.1. Välimäki
Lecture 3 (2h) Mon 22.1. Takalo

Lecture 4 (2h) Wed. 24.1. Takalo

Lecture 5 (2h) Mon 29.1. Takalo

Lecture 6 (1h) Wed. 31.1. Guest Lecture by Olli Ilmarinen, Product Manager, Marketing and Business Services Unit, National Board of Patents and Registration in Finland
Lecture 7 (2h) Mon 5.2. Takalo

Lecture 8 (2h) Wed 7.2. Takalo

Lecture 9 (2h) Mon 12.2. Välimäki 
Lecture 10 (2h) Wed. 14.2 Välimäki

Lecture 11 (2h) Mon 19.2. Guest Lecture by Xavier Carpentier, IPR Manager, Nokia Corporation. 
Lecture 12 (2h) Wed 21.2. Takalo

Lecture 13 (2h) Mon 26.2. Takalo
Lecture 14 (1-1.5h) Wed 28.2. Guest Lecture by Timo Vuorimies, Vice Precident, Metso Paper Inc. 
Lecture 15 (0.5-1h) Wed 28.2. Takalo

Contents and reading list – subject to change 26.2.2007
The main textbook for the course is 

Scotchmer, S. (2004) Innovation and Incentives. The MIT Press, Cambridge, MA.  
Luis Cabral's (2000) Introduction to Industrial Organization or Stephen Martin's (2002) Industrial Organization: A European Perspective are handy in studying the relevant IO background. Intermediate microeconomic text books are too numerous to list here. 
There are many supplementary textbooks that cover some of the topics in this course and provide additional background such as 

Arora, A., Fosfuri, A. and Gambardella, A. (2001) Markets for Technology: The Economics of Innovation and Corporate Strategy. MIT Press, Cambridge, MA.

Granstrand, O. (1999) The Economics and Management of Intellectual Property. Edward Elgar Publishing, Cheltenham.

Jaffe, A. B., and Lerner, J. (2004) Innovation and Its Discontents. How Our Broken Patent System Is Endangering Innovation and Progress, and What to Do About It. Princeton University Press, Princeton, N.J.
Kaufer, E. (1989) The Economics of the Patent System. Harwood Academic Publishers, Chur. 

Lemley, M., Menell, P. S. and Mergers, R. P. (2006) Intellectual Property in the New Technological Age. Aspen Law & Business, 4th ed. 2006.
Rivette, K.G. and Kline, D. (1999) Rembrandts in the Attic: Unlocking the Hidden Value of Patents. Harvard Business School Press, Boston.
Contents of Core Lectures
The main background source for a lecture is marked by *
Part I. THE BASICS OF INTELLECTUAL PROPERTY LAW (Välimäki, 2h)

Part II. USE OF IPRS (Välimäki, 2h)

Part III. THE BASIC ECONOMICS OF INTELLECTUAL PROPERTY (Takalo, 2h)

· Scotchmer, S. Section 2.* 

Part IV. BREADTH AND DURATION OF INTELLECTUAL PROPERTY AND THEIR OPTIMAL DESIGN (Takalo, 3h) 

· Scotchmer, S. Sections 3.1 and 4.* 

· Takalo, T. (2001) On the optimal patent policy. Finnish Economic Papers, 14, 33-40. 

Part V. CUMULATIVE INNOVATION AND INTELLECTUAL PROPERTY (Takalo, 4h) 

· Scotchmer, S. Sections 3.1 and 5.* 

· Scotchmer, S. (1996) Protecting early innovators: should second-generation products be patentable? RAND Journal of Economics, 21, 131-146. 

· Scotchmer, S. Section 6.1 

· Scotchmer, S. Section 7.1-7.2

· Kultti, K. and Takalo, T. (2000) Incomplete contracting in an R&D Project: the Micronas case. R&D Management, 30, 67-77.

Part VI. COMPETITION POLICY AND INTELLECTUAL PROPERTY (Takalo, 2h)

· Scotchmer, S. Section 6*

· Kultti, K., Takalo, T. and Toikka, J. (2006). Simultaneous model of innovation, secrecy, and patent policy. American Economic Review (Papers & Proceedings), 96, 82-86.
MICROSOFT CASES IN THE US AND EUROPE – THE ROLE OF ECONOMIC ARGUMENTATION (Välimäki, 2h)
· US v. Microsoft (2001)

· Commission v. Microsoft, pending at the Court of First Instance (2007)

Part VII. LITIGATION: ECONOMIC ARGUMENTS IN SELECTED LEGAL CASES (Välimäki, 2h)
· Amicus brief by 17 economists in Eldred v. Ashcroft, US Supreme Court (2002)

Part VIII. the BASIC CORPORATE INTELLECTUAL PROPERTY STRATEGY: Pateting vs. Secrecy (Takalo, 1-2h) 

· Scotchmer, S. Sections 3.1 and 3.3*

· Kultti, K., Takalo, T. and Toikka, J. (2006). Simultaneous model of innovation, secrecy, and patent policy. American Economic Review (Papers & Proceedings), 96, 82-86.*

Part IX. INNOVATION AND INTELLECTUAL PROPERTY IN FINANCIAL SERVICES (Takalo, 2-3h)
· Scotchmer, S. Parts that deal with business method patents*
· Jaffe, A. and Lerner, J. Parts that deal with business method patents*
· Lerner, J. (2002) Where does state street lead? A first look at finance patents, 1971-2000. Journal of Finance, 57, 901-930.*
· Conley, J.M. (2003) International law of business method patents. Federal Reserve Bank of Atalanta Economic Review, 88 (3), 15-33.

· Hunt, R. M. (2001) You can patent that? Are patents on computer programs and business methods good for the new economy? Federal Reserve Bank of Philadelphia Business Review Q1, 5-15.
· Merges, R. P. (2003) The uninvited guest: Patents of Wall Street. Federal Reserve Bank of Atalanta Economic Review, 88 (3), 1-14.
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