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		Abstract

		The article claims that there is a unique compensation criterion that should be applied in all civil wrongs, inter alia, in tort, intellectual property and property law. Where an individual wrongfully infringes the right of another, the taker should be obliged to repay the victim her damages plus half the additional attributed net profits derived from the taking. This article names this criterion the Golden Rule. The suggested criterion contains three main components. If, for example, a firm increased manufacturing with profits of $1,000, acted wrongfully, and as a result, someone suffered damages of $600 â€” the taker should pay the victim $800 (600 Â½(1,000-600)). This rule applies even where the victim suffered only negligible damages. In this case, the taker pays the victim $500 (0 Â½(1,000-0)). Lastly, if the firm loses after paying the victim her damages, for example, where the total profits are $400 (before paying the victimâ€™s damages) â€” the taker pays the victim only her damages ($600).  

The article examines modern physics for an analogical exploration of the notion of phenomena that are hard to verify, and current laws for any existing application of the Golden Rule. It finds that patent law embraces major aspects of the rule, inter alia, in the US Supreme Courtâ€™s influential ruling in eBay Inc. v. MercExchange, L.L.C. that limits the automatic operation of injunctions and emphasizes the importance of the compensation scheme, and especially in reasonable royalty â€“ the most common criterion of patent infringement compensation. The article claims that the reasonable royalty criterion that requires the court to perform â€œhypothetical bargainingâ€� between the patent infringer and owner is theoretically equivalent to the Golden Rule.  

The article shows that the Golden Rule is already in use and that it is the unique socially optimal rule of compensation for all civil wrongs. First, using law and economics methodology, the article claims as follows. (1) In bargaining settings, the Golden Rule fully protects the value of the victimâ€™s entitlements by assigning the maximum value to her right to negotiate and sell her entitlement by herself; damages awards eliminate this value. (2) Where under-compensation may be expected, for example, due to asymmetric information, damages awards often lead to inefficient takings, while the Golden Rule ensures that only efficient takings occur. (3) In settings of competitive markets for victim entitlements, damages awards undermine the structure and operation of the markets by allowing potential takers to force a purchase of entitlements at their costs, which the Golden Rule may restore. Finally, (4) the Golden Rule may serve as a proper debiasing mechanism for correcting risks estimation errors caused by cognitive biases.  

Second, the article claims that normative theories of both corrective and distributive justice lead to the same unique socially optimal Golden Rule compensation criterion.  

The article further suggests rules to implement the Golden Rule, including ways to measure compensation by this criterion. Inter alia, where takersâ€™ profits or victimsâ€™ damages are elusive, the court may use takersâ€™ financial ratios to determine the Golden Rule compensation. Where measuring damages and gains is impractical, the article suggests that the court may apply, mutatis mutandis, its ex-ante equivalent, namely the hypothetical bargaining criterion of patent litigation. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Remedies, Law and Economics, Compensation, Golden Rule, Hypothetical Bargaining, Damage Awards, Disgorgement, Restitution, Profits, Wrongs, Takings, Corrective Justice

	
	

	
    

    
	

	
	
		JEL Classification: K00, K10, K11, K13, K20, K41, D03, D4, C7

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Sher,  Noam, One Rule to Compensate Them All (February 1, 2018). West Virginia Law Review, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=3191874
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Noam Sher (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Ono Academic College - Faculty of Law  ( email )

			

			
			
				
				
				
					104 Zahal St.
Kiryat Ono, 55000
Israel
972-52-6309102 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.ono.ac.il
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				       54

			

		
		
		
			Abstract Views

			      644

		

		
		 
		
			Rank

			  679,268

		

		
	


	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Intellectual Property: Other eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Intellectual Property: Other eJournal

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

                                
                                    
                                        FOLLOWERS

                                              965

                                    

                                    
                                        PAPERS

                                            5,055

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Robert P. Merges at University of California, Berkeley - School of Law

                                    

                                
                            

                        

                    

                
	
                    Law & Society: Civil Procedure eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Law & Society: Civil Procedure eJournal

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

                                
                                    
                                        FOLLOWERS

                                              870

                                    

                                    
                                        PAPERS

                                            4,516

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Leandra Lederman at Indiana University Maurer School of Law, Victor D. Quintanilla at Indiana University Maurer School of Law

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Law & Society: Private Law - Torts eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Law & Society: Private Law - Torts eJournal

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

                                
                                    
                                        FOLLOWERS

                                              743

                                    

                                    
                                        PAPERS

                                            4,544

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Asaf Lubin at Indiana University Maurer School of Law

                                    

                                
                            

                        

                    

                
	
                    Law & Society: Private Law - Property eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Law & Society: Private Law - Property eJournal

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

                                
                                    
                                        FOLLOWERS

                                              739

                                    

                                    
                                        PAPERS

                                            4,014

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Jayanth K. Krishnan at Indiana University Maurer School of Law

                                    

                                
                            

                        

                    

                
	
                    Law & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Law & Economics eJournal

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

                                
                                    
                                        FOLLOWERS

                                              491

                                    

                                    
                                        PAPERS

                                           14,582

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ronald J. Gilson at Stanford Law School, A. Mitchell Polinsky at Stanford Law School

                                    

                                
                            

                        

                    

                
	
                    Remedies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Remedies eJournal

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

                                
                                    
                                        FOLLOWERS

                                              183

                                    

                                    
                                        PAPERS

                                            2,364

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Douglas Laycock at University of Virginia School of Law 

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















				

			

		


		
				
					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-l200 in   0.085 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

