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Exclusive Trading, Innovation Incentives, With Welfare Effect:
An Analysis Based on Digital Copyright Agreements

FENG Bo, LIU Long

(School of Law, Tianjin University of Finance and Economics, Tianjin 300222, China)

Summary: After fierce competition, China’ s long-form video market has formed an oligopoly pattern in which iQiyi,
Tencent Video, and Youku coexist. The copyright of excellent works is the core resource and competitive advantage of these
long-form video platforms, and an exclusive copyright agreement has been formed between the platform and the copyright
owner, that is, the copyright owner grants authorization exclusively to a certain platform.

This paper constructs an analysis framework covering the four-stage game of the upstream and downstream markets, in
which the authorization model of the upstream market is derived from the classical auction theory, and the competition
model of the downstream market is an extension of the classic Hotelling model. The study finds that there are two ways for
exclusive copyright agreements to stimulate innovation: one is to increase the income of copyright owners when they have
bargaining advantages and stimulate the creation of works, and the other is to increase the platforms’ R&D investment by
intensifying the platforms’ competition in the downstream market. The strengthening effect of competition shows that the
exclusive copyright agreements in the upstream market have a significant impact on the competition in the downstream
market, and the impact on consumer welfare and social welfare is twofold: in the case of low-quality works and a small gap
in platform R&D capabilities, consumer welfare can be improved; when the platform R&D capabilities are moderate, the
consumer welfare and social welfare can be improved; in the case of weak platform R&D capabilities and high-quality
works, social welfare can be improved. Exclusive copyright agreements may not enhance consumer welfare while improving
social welfare. This paper also compares exclusive copyright agreements, non-exclusive copyright agreements, and
differentiated copyright agreements, analyzes the preferences of platforms, copyright owners, and consumers for various
agreements, and draws the core conclusion that differentiated copyright agreements, as a compromise licensing scheme, can
effectively balance the interests of platforms, copyright owners, and consumers and effectively reduce regulatory errors.

Therefore, to form effective institutional incentives, the regulatory authorities need to balance the income of copyright
owners, the profits of long-form video platforms, and consumer welfare, build and maintain the competitive relationship
between intellectual property rights protection and market competition order protection, identify the competitive
characteristics of the current market, and carry out differentiated supervision of the exclusive licensing model.

Compared with previous literature, this paper extends the research of exclusive transactions to the field of innovation
economics, reshapes the role of transaction mode in intellectual property rights protection and the value of intellectual
property rights products, and provides important enlightenment for understanding the interaction mechanism of upstream
and downstream market competition in the long-form video industry chain.

Key words: exclusive copyright agreement ; digital platform ; intellectual property rights protection ; innovation

incentives ; welfare effect
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