
Intellectual Property Economy Threatened by AI
The use of intellectual property (IP) for the development of AI challenges the norms of how IP holders are typically compensated and could jeopardize the wage premium experienced in the industry. AI and large language models (LLM) are typically trained using large volumes of data scrapped from billions of web pages. These datasets used to train AI inevitably end up containing some data/text that is IP but IP holders currently are not compensated for the use of their work to train AI and LLMS. OpenAI and other companies have held that the use of copyrighted materials to train AI is fair use while IP holders are concerned about the use of their IP work without their compensation and knowledge. 
Intellectual property (IP) including copyrights, patents, and trademarks incentivizes innovations by providing ownership and exclusive rights for creative works, novel ideas, new technologies, and more. Intellectual property rights contribute significantly to GDP in the United States. In 2019 IP-intensive industries accounted for $7.8 trillion in GDP (United States Patent and Trademark Office, 2019). IP industries have a wage premium because intellectual property rights holders can capitalize off their patented, trademarked, or copyrighted material through licensing, selling their rights, and owning intellectual property. In many industries intellectual property gives companies a “temporary monopoly” because other companies that replicate the IP can be sued for patent, copyright, or trademark infringement. The higher profit made in IP industries from the “temporary monopoly” results in higher wages for IP-intensive industries. In 2019 wages for IP-intensive industries were 60% higher than the average weekly wage in other industries (United States Patent and Trademark Office, 2019).
One of the main concerns for IP-intensive industries is that AI and LLMs could unintentionally produce copyrighted materials if the LLM was trained with copyrighted or trademarked material (Caldwell, 2023). The issue made headlines throughout 2023 with the news coverage of SAGFTRA strikes which concluded in early November. The SAG-AFRTRA 2023 TV/Theatrical Contracts deal addressed some concerns about the use of artificial intelligence but did not address members’ concerns about banning companies from training AI with union members’ work since the legal issue is still being resolved in courts and studied by the U.S. Copyright Office (SAG AFTRA 2023 Artificial Intelligence Resources and Summary of Tentative Agreement: TV/Theatrical Contracts). 
Other workers whose wages are heavily influenced by intellectual property such as authors, manufacturers, designers, and inventors share similar concerns about the use of copyrighted, trademarked, and patented materials for training AI. The Authors Guild which represents over 14,000 members filed a class action complaint in September of 2023 against OpenAI asserting that the artificial intelligence company knowingly trains its large language models on copyrighted materials and that ChatCPT and the LLMS threaten the livelihood of authors (Authors Guild v. OpenAI Inc., 2023). Similarly, in December of 2023, the New York Times filed a complaint against Microsoft and OpenAI which included evidence that the Chat GPT-4 would replicate New York Times articles nearly verbatim (The New York Times v. Microsoft Corporation and Open AI, 2023). 
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Picture: New York Times v. Microsoft and OpenAI Evidence in Complaint on GPT-4 reproducing NYTimes Article. Source: The New York Times v. Microsoft Corporation and Open AI, 2023
The ability of LLM and AI to nearly perfectly recreate IP-protected works could become a way for users to circumvent paywalls and purchasing IP works because the AI generates a nearly perfect substitute. If AI and LLMS continue to reproduce IP-protected works it could diminish the wage premiums and the “temporary monopoly” power of the IP industry. 
As the courts continue to resolve these and other disputes about the regulation of AI concerning the use of IP, the courts will consider the fundamental trade-off between enabling innovation and creating regulations to protect existing structures. Whether to compensate IP holders whose work was used to support the development and training of AI and determining how to provide compensation is one of the many economic challenges posed by AI. 
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Output from GPT-4:
exempted it from regulations, subsidized its opera-
tions and promoted its practices, records and inter-
views showed.

Their actions turned one of the best-known symbols
of New York — its yellow cabs — into a financial
trap for thousands of immigrant drivers. More than
950 have filed for bankruptcy, according to a Times
analysis of court records, and many more struggle
to stay afloat.

“Nobody wanted to upset the industry,” said David
Klahr, who from 2007 to 2016 held several manage-
ment posts at the Taxi and Limousine Commission,
the city ageney that oversees medallions. “Nobody
wanted to kill the golden goose.

New York City in particular failed the taxi industry,
The Times found. Two former mayors, Rudolph W.
Giuliani and Michael R. Bloomberg, placed polit-
ical allies inside the Taxi and Limousine Commmis-
sion and directed it to sell medallions to help them
balance budgets and fund key initiatives.

During that period, much like in the mortgage lend-
ing crisis, a group of industry leaders enriched them-
selves by artificially inflating medallion prices. They
encouraged medallion buyers to borrow as much as
possible and ensnared them in interest-only loans
and other one-sided deals that often required bor-
rowers to pay hefty fees, forfeit their legal rights and
give up most of their monthly incomes.

When the market collapsed, the government largely
abandoned the drivers who bore the brunt of the cri-
sis. Officials did not bail ont borrowers or persuade
banks to soften loan

Actual text from NYTimes:
exempted it from regulations, subsidized its opera-
tions and promoted its practices, records and inter-
views showed.

Their actions turned one of the best-known symbols
of New York — its signature yellow cabs — into a
financial trap for thousands of immigrant drivers.
More than 930 have filed for bankruptcy, according
to.a Times analysis of court records, and many more
struggle to stay afloat.

“Nobody wanted to upset the industry,” said David
Klahr, who from 2007 to 2016 held several manage-
ment posts at the Taxi and Limousine Commission,
the city agency that oversees cabs. “Nobody wanted
to kil the golden goose.”

New York City in particular failed the taxi industry,
The Times found. Two former mayors, Rudolph W.
Giuliani and Michael R. Bloomberg, placed polit-
ical allies inside the Taxi and Limousine Commmis-
sion and directed it to sell medallions to help them
balance budgets and fund priorities. Mayor Bill de
Blasio continued the policies

Under Mr. Bloomberg and Mr. de Blasio, the city
made more than $855 million by selling taxi medal-
lions and collecting taxes on private sales, according
to the city.

But during that period, much like in the mortgage
lending crisis, a group of industry leaders enriched
themselves by artificially inflating medallion prices.
They encouraged medallion buyers to borrow as
mich as possible and ensnared them in interest-only
Toans and other one-sided deals that often required
them to pay hefty fees, forfeit their legal rights and
give up most of their monthly incomes.




