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The Economic Properties of Software by Sebastian von Engelhardt


Firstly, what is software? Saftware is called in another name as “programme” and it is all-non physical functional components of a component in that the software are categorized in 2 forms which are a closed source software [CSS] and the open source software [OSS] which are the software that has to be purchased and the free software respectively. The software are in 2 forms as well which is the source code in OSS and the binary code for CSS. For the clear example, if a user type the word <table> in the code and the table exist, it is called the source code but the binary code is an unreadable form for human. Only computer can read it because it is shown in 2 numbers ,1 and 0 , so human cannot decode it.


The economic characteristics of software is that the software is a complex and reconbinant system of commands and instructions for data processing is an intangible good which can be used only in discrete units. This definition explicitly emphasizes the various aspects of software as a co- modity. In the following, this definition will be used in order to derive the different specific characteristics of software.


For software as a system for data processing, the sequence of operation is called IPO-principle which is input-processing-output. For example, a computer send a command to a printer, his simple example shows three forms of data exchange: the exchange between user and software, between software and software, and between software and hardware.


For software as a commands or instructions, the buyer of the information is not able to determine the information before the transaction, so this will make the buyer purchase the products. However, the software that the purchaser buy is only in CSS form and it is solely distribute in binary code but is it two-edge sword as there was a hot case that sometimes buyers dont trust the software producers and it was happened in 1999 when the new episode of window ,window 2000, existed and the defragmentation program is unusable and troubleshooting be cause it is inaccessible so it was banned at that time, in order to solve the problem the free trial for 30 days is out to solve the problem so as to let the user have a try and make a decision later. Moreover, many people have a clue on the difference between the software and the information goods. They are different as the information goods contain additional utility in that sometimes two articles about the same topic or with the same thesis may contain exactly the same information. However, because of differences between how the information is embedded/explained the reader may judge/evaluate their quality very differently. This also illustrates why copyright protects the expression but not the underlying information. while the case of software is missing of additional utility in that possible aspects like an elegant programming, good documentation and a sufficient annotation of the source code are only rel- evant for software engineers but not for the users.


For the software as a recombinant system, it belongs to the class of a digital goods and it is recombinant in that it is cumulative and emergent new digital goods that arise from merging an- tecedents have features absent from the original digital goods


For software as a good which can only be used in discrete units, the sofeware is an indivisible good and it is only of use if it is complete.


For the software as a complex system, It is hardly possible to create a program completely without mistakes. there are 3 kinds of mistakes for a software,

1) Programming mistakes can be described as logic mistakes and slips on the level of the program.  For example, overrun errors or missing releases of resources.
2) Application mistakes (user mistakes) occur when the user does not use the program appropriately
3) system mistakes―concerns the interaction between software and its environment. when the resources of the computer (e.g. working memory) are not sufficient or if peripherals are not accessible (e.g. when a printer is not switched on)
A consequence of the complexity and defectiveness of software is that a

bigger part of the performance of programming consists of troubleshooting

and debugging.  Some errors become apparent only during the usage of the

software by the users to another characteristic of software, which can be derived

from its complexity: software is a so-called experience good  into 2senses;

1) Software is an experience good in the ‘conventional sense’ which means it will make a decision under uncertainty

In order to reduce the uncertainty producers of software often offer a 30-day test version to download from their web-sites.

2) the user establishes a specific form of ‘human capital’ by using the software product; from an inexperienced user he or she develops into an experienced user.

By using software every day, the user becomes better acquainted with the software and extends his or her abilities in using it. The efficiency in the usage of software increases with the human capital that is generated in this way.The utility of software arises in the interplay of software and human capital


For the software as an intangible good, it is aspatial,Software requires a carrier medium, that is a storage medium in order to exist , but it cannot be identified with the storage medium.  the CD-ROM is the storagemedium, on which intangible good is stored―encoded as a sequence of zeros and ones.

A sequence of zeros and ones can be duplicated or copied as often as one wishes even it the storage or carrier medium has changed. There may be a text in a book and a photocopied version of the text.  Software is copied digitally and therefore, in general, there is no deterioration of quality The costs reproducing software are nearly zero, only the costs of the storage media (e.g. DVDs) and the abrasion of the physical duplication technology (e.g. DVD burner) are a cost factor.  This characteristic is called infinite expandability software. Once a software product is developed, it is not a scarce resource. Only the storage media (e.g. a CD-ROM) may be subjects of scarcity.A good which is infinitely expansible cannot be marked by rivalry in use.This nonrivalry in consumption software prevails on the temporal level as well as on the quantitative level. The intangible commodity software does not wear off, in other words, it is not subject tophysical abrasion or consumptionTherefore, an infinite number of individuals may successively a software product. Also in terms of quantity there are no restrictions because a software-product can be reproduced at marginal costs of nearly zero and thus, it can be provided for an infinite number of individuals at the sametime.


