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Introduction
To many economists the idea of copyright is familiar in a personal sense
but distant, and even uninteresting, as an economic concept. In terms of
intellectual property, patents have attracted by far the greatest economic
analysis, with the economics of copyright lagging well behind. This is
unfortunate for a number of reasons. First, the copyright industries—such
as publishing, media, entertainment and software—are increasingly
important.1 Second, copyright is concerned with encouraging creativity
and sharing its benefits, and many would argue that these activities are
critical to both an economy’s economic success and the wellbeing of its
citizens. Third, it appears that economics offers a useful framework for
analysing the effects of copyright. The copyright system is a complex mixture of law, technology and market forces. Despite the pivotal role that
economic concepts occupy in this system, relatively few economists have
analysed copyright and, in particular, there is a huge lack of quantitative
evidence.
If you write a book, compose a song, or ‘create’ some other ‘work’, you
are entitled to copyright protection. In this paper we use ‘creator’ to refer
to the individual(s) who created the work. Copyright protects against
copying the ‘expression’ of the ideas contained in the work, not the ideas
themselves. To an economist, such protection represents a monopoly
right—in the same way that patents award a monopoly to the inventor,
even though patents (unlike copyrights) go beyond preventing unauthorised copying, and forbid even independent creation. Currently, copyright
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For example, WIPO (2005) estimate that ‘core’ copyright industries account for around 6% of GDP in the US
and that employment in these industries is growing at twice the economy-wide rate.
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protection in the EU and US lasts for the life of the creator plus 70 years
(a patent lasts for 20 years; trademark protection can be indefinite).
Section 2 discusses how we arrived at this level of protection. The basic
rationale for copyright is to encourage creative activity by providing monetary incentives for, and clear acknowledgement of, the creator. The
downside is that granting monopoly power tends to restrict access by consumers to the creative work. From an economic perspective, the copyright
system should find the optimal balance between generating incentives for
creators and allowing access to creative work (see Section 3).2 Debate over
whether the copyright system is optimal has intensified in recent years, as
the internet and new technologies have tested and modified existing laws
and market structures. Some people argue that the copyright system has
been hijacked by big business, with the result that not only is access
severely limited but that new creative work is being stifled. Others assert
that copyright infringement is more widespread than ever, requiring ever
tougher laws and enforcement. Sections 4 to 9 summarise the key arguments and issues in this intense debate.

1. A brief history of copyright
Ever since Gutenberg invented the printing press in the fifteenth century,
the history of copyright has been a story of the responses of a variety of
interested parties to developments in politics and technology. By the midsixteenth century, printers and booksellers in Venice had gained monopolies in exchange for acting as agents of censorship (Rose, 1992). In
England in the 1500s, copyright began as a crown-granted privilege to
‘print and sell only, not to own a work’, in exchange for the stationers’ companies’ agreement to block the publication of seditious or heretical works.
The first intellectual property rights were, therefore, tools of monopoly
and censorship and, as such, became the focus of severe criticism amongst
advocates for free trade. The first specific copyright law is reputed to be
the Statute of Anne, enacted in England in 1710 (Lessig, 2004, p. 86). Its
aim was to continue to protect the rights of the publishers to print and sell
2

This paper only considers copyright from an economic perspective. This is in line with the UK–US common
law system, which emphasises the outcomes—or costs and benefits—of copyright, rather than the ‘continental’
view, which traditionally emphasises the individual, or moral, rights of the creators (although the European
Commission may be adjusting the traditional continental viewpoint by emphasising economics rather more than
individual rights in the rationale for its copyright directives and regulations).
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