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I. IP as an economic category 

 

1. The property value of IP (from the Civil Code) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2. The cost of IP 

 IP is a well-defined property for IP objects (with 

the exception of personal, non-property rights). 

 P - as private property has a property value. 

 The exclusive nature of the IP owner's rights is a 

monopoly. 

 IP is the subject of economic relations: the owner 

can sell, transfer, assign or prohibit the use. 

 An analogy with private property: can be sold, 

freely implemented or neglected (distribution 

function in economic analysis), infringement of 

third parties is prohibited (incentive function). 
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3. Characteristics and properties 

 Goods with IP have some characteristics of 

ordinary goods, they benefit the community where 

they are distributed, can be used simultaneously 

by several people. 

 The consumer value - the utility of goods with IP 

(increases the productive power of social labor, 

reduces the social value of products of material 

and spiritual production, give an effect in 

economic consumption). 

 Exchange value is a property of exchange (the 

ability to be exchanged for another commodity in 

certain proportions and quantitative ratios). 

 They have an aspect of public goods, along with 

the benefits they give a hardly measurable 

"external" effect. 

 Along with the properties inherent in any product 

(utility, rarity, uniqueness), there are also specific 

features - a special commodity. 

 When the commodity is consumed from IP, its 

usefulness does not disappear, it can be used by 

an unlimited circle of persons, is not subject to 

physical, but moral obsolescence. 

 Goods with IP can be exchanged any number of 

times, has the effect of "reproduction". 

 IP objects (copyright) have a very expensive first 

copy and cheap follow-ups (high fixed costs + very 

small marginal costs) - complexity in pricing policy. 
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4. Economic functions. 

 The economic mechanism is the balance of the 

interests of the creators of IP and the needs of 

society in obtaining and using products (goods) 

with IP. 

 IP legislation defines and recognizes IP, 

delineates the scope of property rights and 

establishes general rules for managing it. 

 Legislation on IP makes it possible to create 

economically efficient production of trade and 

consumption of IP objects. 

 The IP legislation helps IP creators to assess the 

market value of the created objects. 

5. Economic consequences. 

 Improvement of well-being, growth and 

development of the economy through the use of 

creative potential. 

 Redistribution of income through a system of fees, 

payments and taxes. 

 Granting a monopoly to the owner, etc. 

6. The economic essence. 

 A replenished resource that benefits not directly, 

but indirectly. 

 The use of IP with the permission of the right-

holder ensures minimum risk and maximum 

income. 

 Despite the monopoly does not have a negative 

impact on competition, it stimulates others for new 

solutions ("small monopoly"). 
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7. Conclusions. 

IP is an economic category, complements the 

notion of "proprietary" property, has the cost, 

characteristics and properties, economic 

functions, has economic consequences, 

participates in economic turnover. 
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II. The economics based on knowledge and 

intangible assets 

 

 «The industrial economy», «post-industrial 

economy», «new economy» - «economy based on 

knowledge». 

 The impact of technological innovation and 

scientific and technological progress on economic 

growth. When is the sustainable economic 

growth possible? 

 

 

 

 

 

 

 

 

 

 

 

 

1. The economy which was based on concrete 

and iron is consistently replaced by a 

knowledge-based economy, where the leading 

role belongs to IP! 

 

[“Knowledge is the leading force of economic growth”]. 

Paul Romer 
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2. The macroeconomic changes over the past 15-

20 years.  

 International statistics confirm the relationship 

between economic growth, SRW (Scientific 

research work) and IP.      

The first glance of economists: economic growth 

is explained by 2 driving sources - the presence of 

production factors (physical capital) and labor (human 

capital), as well as the use of new technologies. 

The second glance of economists: economic 

growth depends on the interaction of the two sources 

(factors of production and use of technology), and also 

on the relative proportion between labor and physical 

capital on the one hand and new technologies on the 

other. 

Postulate: IP significantly affects the valuation and 

quantitative characteristics of human capital, as well as 

the pace and direction of technological change. 
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Growth of economic importance of IP 
at the macro level 
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2.1. The role of IP in different countries (different 

structures of the output capital) depending on the 

level of income. 

 

 

 

 

 

 

 

 

 

 

 

1 – low income 

2 – average income 

3 – high income 

 

Source: The World Bank: "Trends in world development" 
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Results: 

 Developing countries may benefit from IP in 

various ways. 

 In the poorest countries (<1 US $ in income), the 

productive sphere accounts for less than 5% of 

economic activity. At the same time in industry, 

the main influence of IP is manifested in the 

modernization of equipment and methods of 

production. 

 Strengthening the role of IP should be consistent 

with the country's economic priorities. 

 

2.2. The industry, based on copyright (the 

creative industry) is developing rapidly. 
 

In the world economy, copyright-based industry: 

about 7% with an annual growth rate of 5%. 

The dynamics of the copyright industry in the United 

States (1980-2009). 
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2.3. The development of Internet commerce (e-

com) > 50% of goods sold - IP objects, every 3 of the 

sold 4 products - objects of copyright. 

 

 

 

                                                                > 16 billion $ US 

 

 

 

 

 
 

 

Source: Gartner, Inc., http://www4.gartner.com 

 
 

2.4. The sale of digital music content is growing 

rapidly. 
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2.5. The protection of IP led to a new model of 

international trade (BTO - "TRIPS", USA - "301 

amendment"). 

IP has become an important factor in the economy. 
 

2.6. IP contributed to the growth of the share of 

investment in research. 

 

 

 

 

 

 

 

 

 
 

 

Source: OESD 

 

 

WIPO studies have shown the positive role of IP in 

attracting foreign direct investment. 

 

 



 17 

III. The microeconomic changes for the last 

15-20 years 
 

1. 
 

3.1. IP has become an important element of 

intangible assets. 

(Japan: for 284 firms, 45.2% of assets are determined by 

corporate knowledge. Recent research 60-65% of 

intangible assets consists of IP). 

3.2. The relationship between tangible and 

intangible assets is changing in favor of the former. 
 

 

 

 

 

 

 

 

 
 

 

The ratio of the leading firms: 

Coca-Cola – 4:46                  BP – 29:71 

Walt Disney – 20:80              P&G – 21:79 

Microsoft: the cost is 90 billion $, price on market 

capitalization – 270 billion $, 180 billion – IP. 

3.3. IP changed the strategy of marketing and 

management of firms ("portfolios" of IP, IP - in 

transactions, IP in on-line assessments, etc.). 
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Only licensed market of IP for the last 10 years 

amounted to 100 billion $ (1999) and at the same time 

commercial potential of IP was realized only by 3% 

(British Technology Group, BTG). 

2. Models of economic growth, technological 

innovations, scientific and technological 

progress and IP. 
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Evolutionary TISTP 
 

The multiplicative production function with neutral 
TISTP 

Yt = AtF(Kt, Lt) = At∙Kt
α

 ∙ Lt
β = A0 е

λt Kt
α

 ∙ Lt
β 

A t = (1+λ)t = еλt : еλt  – Timbergen, λ – measure TISTP; 
Yt = F(Kt, Lt) = F(Kt, AL(t)∙Lt) – labor-intensive neutral 

TISTP – Xarrod; 

Yt = F(Kt, Lt) = F(AK(t)∙Kt,Lt) – capital increasing neutral 

TISTP– Solow; 

Yt = F(Kt, Lt) = F(AK(t)∙Kt, AL(t)∙Lt) – resource increasing 

neutral TISTP – Xiks; 

Yt = AK∙F(Kt, Lt) – production- increasing neutral TISTP – 

Xiks. 
 

The model of sustainable economic growth 
(taking into account the tempo of TISTP) Solow 

 

 

 

 

 

 

 

1. Y = A∙F(K, L) = A∙Kα
 ∙ L

β; A – coefficient TISTP. 
2. Decomposition of Solow: ΔY/Y = ΔА/А + αΔK/K +       

+ βΔL/L (α+β=1). 
3. Rate of economic growth = tempo of TISTP + rate 

of capital accumulation + growth rate of labor costs. 

4. Solow (exogenous model): economic growth due 

to ΔL/L and ΔА/А. 
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5. Undecomposable "remainder": ΔА/А gives from ⅓  

tо ½ growth ΔY/Y . 

6. Technological knowledge as a representation of 

society about production processes. 
 

Sustainable economic growth: 
the Romer and Lucas model 

 

Y = A∙F(K, L, H) = A∙Kα
 ∙ L

β ∙ H
λ 

ΔY/ Y = ΔА/А + αΔK/K + βΔL/L + λΔH/H 

 

 

 

 

 

 

 

 

 

1. Human capital H (the cost of efforts to transform 

technological knowledge into work skills) and the 

change in human capital ΔH/H in the Romer 

model. 

2. The role of investment, externalities, growth of 

ΔK/K, transition to the endogenous model of 

TISTP in the Lucas model. 

3. Influence of the structure of political institutions on 

economic growth. 

4. The policy of the government can influence the 

growth rates both positively and negatively. 

5. The impact of IP protection on economic growth. 
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The assessment of the development of the national 

economy by the Solow model 
 

ΔY/ Y = ΔА/А + αΔK/K + βΔL/L, 

where А – growth due to STP, K – fixed assets (capital), L – 

employed in production (labor), Y – GDP, α = 0,5; β = 0,5. 

 

 

 

 

 

 

 

∆Y5 – for 5 years = 3812,1 

∆Y1 – for 1 year = 3812,1 : 5 = 762,4 

Y5 – for 5 years = 31772,9 

Y1 – for 1 year = 31772,9 : 5 = 6354,6 

∆Y1/ Y1 = 762,4 : 6356,6 = 0,12 

∆K5 – for 5 years = 10906,0 

∆K1 for 1 year = 10906,0 : 5 = 2181,2 

K5 – for 5 years = 115872,0 

K1 for 1 year = 115872,0 : 5 = 23174,4 

∆K1/K1 = 2181,2 : 23174,4 = 0,09 

∆ L5 – for 5 years = 104,6 

∆ L1 – for 1 year = 104,6 : 5 = 20,9 

L5 – for 5 years = 18702,0 

L1 – for 1 year = 18702,0 : 5 = 3740,4 

∆ L1/L1 = 20,9 : 3740,4 = 0,006 

0,12 = ∆A/A + (0,5 × 0,09) + (0,5 × 0,006) 
 

The growth of GDP due to TISTP ∆A/A = 0,07 → 7,2%  
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The assessment of the development of the national 
economy by the Solow model 

 

ΔY/ Y = ΔА/А + αΔK/K + βΔL/L, 

where А – growth due to STP, K – fixed assets (capital), L – 

employed in production (labor), Y – GDP,  α = 0,5;  β = 0,5. 

 

 

 

 

 

 

Y5 – for 5 years = 29475,5                                              

∆Y1 – for 1 year = 29475,5 : 5 = 5895,1                        

Y5 – for 5 years = 105895,1                                             

Y1 – for 1 year = 105895,1 : 5 = 21179,0                       

∆Y1/ Y1 = 5895,1 : 21179,0 = 0,28 

∆K5 – for 5 years = 29131,8 

∆K1 – for 1 year = 29131,8 : 5 = 5826,36 

K5 – for 5 years = 211986,7 

K1 – for 1 year = 211986,7 : 5 = 42397,34 

∆K1/K1 = 5826,36 : 42397,34  = 0,137 

∆ L5 – for 5 years = 246,9 

∆ L1 – for 1 year = 246,9 : 5 = 49,38                         

L5 – for 5 years = 19702,3  

L1 – for 1 year = 19702,3 : 5 = 3940,46 

∆ L1/L1 = 49,38 : 3940,46 = 0,012 

0,28 = ∆A/A + (0,5 × 0,137) + (0,5 × 0,012) 

The growth of GDP due to TISTP ∆A/A = 0,206 → 20,6%  

Conclusion: for 9 years of sustainable economic growth,  

       the growth of GDP through TISTP increased by 13% 
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IV. The share of industry in GDP, 
based on copyright 

 

The economic contribution of branches of national 

economy based on the Copyright (2003-2009) 

 

 

Grouping of industries based on copyright 
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The indicators of industries, based on copyright – 

2009 
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Economy based on the Copyright (mln. man.) 

 

 

 

 

 

 

 
 

 

Core Copyright (mln. man.)  

 

 

 

 

 

 

 
 

 

   Contribution of the copyright industry to GDP% 
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Correlation: basic copyright - copyright industry 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The dynamics of Azerbaijan's GDP (billion man.) 
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The rate of growth of GDP, % 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

Inter-country comparisons of copyright indicators 

in GDP (%) 
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Prepared in the Intellectual Property Agency 
of the Republic of Azerbaijan. 


