This analysis is about the recent creation of the Open Innovation Network (“OIN”), a company that acquires patents and offers them royalty-free to promote Linux. 

(http://www.pcpro.co.uk/news/79773/linux-gets-open-source-patent-boost.html?searchString=oin+oin)

The OIN is funded by IBM, Novell, Philips, Red Hat, and Sony.
First, let us analyze the possible benefits to these companies from helping Linux. IBM primarily sells hardware for servers, softwares and services. Linux offers operating systems, which are complementary products to IBM’s goods. As we saw in class, if the price of a complementary product goes down, one can price one’s own product higher and sell more of it. Here, by helping Linux acquire or use intellectual property, IBM can help Linux gain an advantage over Microsoft and encourage more people to use Linux. Since Linux is nearly free, this will lower the average price of the operating system, which will benefit IBM as a seller of complementary products such as hardware, software, and service. Intel uses the same strategy when fostering competition among hardware manufacturers of hard drives and RAM in order to lower the price of products that are complementary to microprocessors. However, by helping the open source community, IBM might also be taking a risk of helping open source software compete with its own software.
This recent news follows the release of 500 patents from IBM to the open-source community in January 2005. At that time, IBM was hoping that other companies would follow through the Open Innovation Network, as they eventually did. It is somewhat harder to understand the motivations of Phillips and Sony in funding the Open Innovation Network. They also sell complementary products to operating systems, though this is not their core businesses. Therefore, it is interesting for them to promote competition in the operating system market. Having two standards instead of one will prevent one company form cornering the market. I think that the advertisement generated through these generous donations is also an incentive for these companies to help with the open-source effort. Besides, they might also expect some assistance from Linux in return. For example, Linux might offer suggestions to them earlier of new types of hardware that could complement the operating systems they are developing. The early information given by Linux to the donators of the OIN might provide them with an advantage relative to their competitors.
Companies like Microsoft try to use their intellectual property to lock out competitors such as Linux. Japan's TurboLinux has already licensed Microsoft's Windows Media Technologies. Microsoft managed to develop a standard for media files thanks to the network effect and its offering Windows Media Player bundled with its operating system as an imposed complementary product. From now on, even if Microsoft loses the battle for the operating system, its competitors will still have to pay in order to use Microsoft’s standards. The OIN might protect Linux from these lock-outs by buying these patents and making them available to the public.
I think that this article also raises the question of the legitimacy of software patents. The debate on software patents is still ongoing in Europe, while the US already allows patents such as “one-click shopping” or “mouse double-click”. This type of patent locks in market share and might prevent innovation. Indeed, a computer program is simply an agglomeration of many ideas. If each idea is patented by another company, then computer programmers will not be able to develop new and useful combinations of ideas. One might also postulate that software patents are too broad in their definition; therefore firms can patent ideas that they have not invented and prevent smaller firms from using these ideas. Lastly, since developers are not trained to deal with legal issues, I think that patents may create fears that reduce creativity and innovation.
