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Abstract
You should manage your intellectual property to maximize its value, not to maximize its
protection. (...) Growing the market is usually more important than extracting the last dime from
your existing business model. Shapiro & Varian, 1998.
By contrast to this assertion, record producers try to enforce at all costs their copyrights over the
Internet. To achieve this goal, they use various methods to fight against unauthorized sharing: trials
against individuals, lobbying for the reinforcement of copyright rules and the setting of prohibitive
statutory licences, DRM, access restriction. In so doing, they are singled-minded about duplicating
their traditional business methods for the electronic delivery of contents. However, by adopting
such enclosure strategies, they not only threaten the existence of P2P networks –which prove to be a
much wider innovation than the sole files-swapping technologies aimed at sharing copyrighted
contents– but also neglect a major way to increase their profits.
This paper is the continuation of a previous study on P2P unauthorized sharing which identifies and
compares several scenarios about its economic consequences (Rochelandet, 2004). The current
study assesses on an empirical basis this alleged « digital pollution » and its actual consequences on
copyright industries. We point out that P2P non-commercial sharing of copyrighted contents may
result in a net social benefits.
Our key idea is grounded on models of social interactions according to which individual choices and
behaviours not only depend on the individual incentives but also on those of other individuals. An
individual is more likely to make a given decision if his 'neighbours' take the same decision than if they
do not. These models permit to explain a variety of social phenomenon, in particular the existence of
increasing returns of adoption (and usage). Accordingly, the main purpose of the paper is to assess these
positive effects. So we suggest that copyright industries should exploit them rather than trying to
eliminate them. As a matter of fact, by swapping copyrighted contents through physical or digital
networks, individuals draw some utility: quick access to works, greater diversity… As for content
producers, they could bypass traditional intermediaries and then increase their profit margin.
Finally, P2P networks organize a circulation of works among Internet users on a scale never
reached by now. At the end of the paper, we propose to assess the willingness to pay for p2p
services of Internet users to highlight the conditions for a new market.
We base our analysis on data gathered in January and February 2005: More than 4,000 individuals
were surveyed using Web-based survey and questionnaires. We use binary discrete choice models
to test determinants of P2P unauthorized sharing, correcting the sample selection bias due to Webbased survey.
The paper is organized in two major sections. The first one is concerned with analysing the
determinants of P2P unauthorized sharing, in particular: socio-demographic variables (age,
gender…), prices, ethical concern, levels of computer skill and equipment, communication and
entertainment expenditure, localization (size of the cities, distance to cultural goods retailers), social
interactions variables. A particular focus of this section is on the respective role of individual
preferences and social interactions to explain the individual decision to copy and share copyrighted
contents. The second major section assesses the impact of P2P unauthorized sharing on legitimated
sales of copyrighted contents. By doing so, this section highlights the possibilities for the
emergence of new markets grounded on P2P non-commercial sharing.
References:
ARTHUR B. (1989) Competing technologies, increasing returns and lock-in by historical events, Economic Journal,
vol. 99, n° 3, pp116-131
BOORSTIN E. (2004), Music Sales in the Age of File Sharing, Princeton, available at www.princetown.edu.
FINE, M. (2000), ‘Soundscan Study On Napster Use And Loss of Sales’, available at www.riaa.com.
GLAESER, E.L. SACERDOTE, B., J. SCHEINKMAN (2002), “The Social Multiplier”, Unpublished manuscript,
Harvard University.
GOOLSBEE, A. , KLENOW, P., 2002, "Evidence on learning and network externalities in the diffusion of home
computer", Journal of Law & Economics, 45(2), 317-343

2

HECKMAN, J. J., (1976), ‘The common structure of statistical models of truncation, sample selection and limited
dependent variables and a simple estimator for such models’, The annals of Economics and Social Measurement, Vol.
5, pp. 475-492.
HOLM, H.J. (2003), ‘Can economic theory explain piracy behavior?’, Topics in Economic Analysis & Policy, 3(1)
LEMLEY, M.A., REESE, R.A. (2004), ‘Reducing Digital Copyright Infringement Without Restricting Innovation’,
working paper, available at http://ssrn.com.
LIEBOWITZ, S. (2003), ‘Will MP3 Downloads Annihilate the Record Industry? The Evidence so Far’, Working paper,
School of Management, University of Texas at Dallas.
OBERHOLZER, F., STRUMPF, K. (2004), ‘The Effect of File Sharing on Record Sales An Empirical Analysis’,
working paper.
PEITZ M., WAELBROECK P. (2003), Piracy of Digital Products; A Critical Review of the Economics Literature’,
CESIFO Working Paper n°1071
ROCHELANDET, F. (2004) 'Unauthorized sharing through P2P networks: A digital pollution?' (to be published)
ROB, R., WALDFOGEL J. (2004) "Piracy on the High C’s: Music Downloading, Sales Displacement, and Social
Welfare in a Sample of College Students", working paper, available at www.ssrn.com
SHAPIRO C., VARIAN, H. (1998) Information Rules: A Strategic Guide to the Network Economy, Harvard Business
School Press
ZENTNER, A. (2003), ‘Measuring the Effect of Music Downloads on Music Purchases’, University of Chicago,
working paper

3

