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We investigate the effect of the number of firms on the social welfare in
the oligopoly market. Our study departs from Kawamata and Shomomura (1991) because of the
application of multimarket oligopoly under two goods economy. Our analysis is pioneering work
involving multimarket oligopoly and that the asymmetric behavior of the firms. We found that the
increase of the number of firms reduce the social welfare.

The second aim of this study is to investigate the impact of regulation on innovation. We test

whether regulation reduces or encourages innovation.

Both regulation ratio (whole) and regulation ratio (partial) are significantly negative in all

equations in both TFP model. Therefore, the increase of regulation causes the decrease of both TFP
level but not TFP growth. This result means that the increase of monopoly power causes innovations
to decrease.
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