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Mixed-ownership reform and optimal licensing: Oligopoly game with infor—

mation asymmetry

YE Guang-iang'®> WANG Shi~giang® CHEN Yi-hao’
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2. Institute of Economics China Academy of Social Sciences Beijing 100836 China;
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Abstract: This paper studies the optimal licensing scheme for a partially privatized public innovator under in—
formation asymmetry. It is confirmed that the separating contract strictly dominates the pooling contract for any
level of partial privatization. Compared to the excluding contract the separating contract is superior and emer—
ges as the ultimate equilibrium when the privatization ratio is low; otherwise the excluding contract becomes
the ultimate equilibrium. Given the optimal contract the public innovator is more likely to prefer a fixed fee
when the privatization ratio is relatively small but is more likely to prefer a royalty when the privatization ratio
becomes large. From the perspective of welfare the separating contract is often associated with the highest so—
cial welfare while the excluding contract never yields the highest social welfare.

Key words: optimal patent licensing; public firm; partial privatization; information asymmetry
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