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The present research project examines effects of strengthening
intellectual property rights protection and R&D subsidies. In particular, we examine the following
two issues. (1) We examine welfare effects of strengthening patent protection with consideration of
transition to the new steady state after the change of protection. (2) We construct the new R&
D-based growth model where both incumbents and entrants conduct R&D activities and examine effects
of R&D subsidy for new entrants on aggregate R&D of the incumbents and economic growth.

We obtain the following results. (1) We derive the welfare-maximizing degree of patent protection
analytically by utilizing a linear approximation of the transition path. (2) We show that R&D
subsidy for new entrants can increase aggregate R&D of the incumbents and raise economic growth.

One of the papers of the present research project is published on Journal of International
Economics.
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Fig. 7. Stationary distribution of leaders in the case where the quality increment is drawn
from a Pareto distribution X
Notes: The horizontal and vertical axes represent A and u(2), respectively. We set Cp = 4.
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