

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Licensing in a Vertically Separated Industry

	
    
        
            
            







    
    










    
    
    
    











			University of Nottingham Economics Discussion Paper No. 03/01

        

    
	

	
	
		
		
			25 Pages
		
		

		Posted: 26 Jun 2003
		
		
		
	

	
		
			
			




	See all articles by Arijit MukherjeeArijit Mukherjee
University of Nottingham - School of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: March 2003

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		The literature on technology licensing has ignored the importance of market power of the input supplier.  In this paper we examine the incentive for licensing in the downstream industry when the firms in the upstream industry have market power.  We show that licensing in the downstream industry is profitable if and only if licensing increases competition in the upstream industry.  We also find that a monopolist in the final goods market has the incentive for licensing if licensing changes the market structure of the upstream industry. Thus, our analysis provides a rationale for 'second sourcing'. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Entry, Licensing, Downstream industry, Upstream industry

	
	

	
    

    
	

	
	
		JEL Classification: D43, L13, O34

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Mukherjee,  Arijit, Licensing in a Vertically Separated Industry (March 2003). University of Nottingham Economics Discussion Paper No. 03/01,  Available at SSRN: https://ssrn.com/abstract=401502 or http://dx.doi.org/10.2139/ssrn.401502 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Arijit Mukherjee (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Nottingham - School of Economics  ( email )

			

			
			
				
				
				
					University Park
Nottingham, NG7 2RD
United Kingdom
+44 115 9514733 (Phone)
+44 115 9514159 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      135

			

		
		
		
			Abstract Views

			      929

		

		
		 
		
			Rank

			  385,539

		

		
	


	
		
            
            	       13 Citations
		

	

	
		
			
				       27 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,799

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Simple Contracts, Renegotiation Under Asymmetric Information, and the Hold-Up Problem

                        
                            By
                                
                                
                                    
                                    Patrick W. Schmitz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Cadillac Contracts and Up-Front Payments: Efficient Investment Under    Expectation Damages

                        
                            By
                                
                                
                                    
                                    Aaron S. Edlin
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Allocating Control in Agency Problems with Limited Liability and Sequential Hidden Actions

                        
                            By
                                
                                
                                    
                                    Patrick W. Schmitz
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Allocating Control in Agency Problems with Limited Liability and Sequential Hidden Actions

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On the Interplay of Hidden Action and Hidden Information in Simple Bilateral Trading Problems

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Hold-Up Problem and Incomplete Contracts: A Survey of Recent Topics in Contract Theory

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Know-How Disclosure and Incomplete Contracts

                            
                                By
                                    
                                    
                                        
                                        Stephanie Rosenkranz
                                         and 
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Incomplete Contracts, the Hold-Up Problem and Asymmetric Information

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Gathering, Transaction Costs and the Property Rights Approach

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Gathering, Transaction Costs, and the Property Rights Approach

                            
                                By
                                    
                                    
                                        
                                        Patrick W. Schmitz
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
