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The relationship between intellectual property policies and social welfare
has been studies for different settings.
When firms have a choice between patenting a new technology and using more informal appropriability
mechanisms such as secrecy, strengthening patent protection not only leads to less R&D on follow-up
technologies, but also, under a wide range of conditions, to less R&D investment on the original
technologies as firms then become more likely to choose patents over secrecy.
An importing country with a large market for a good should ban imitation of a cost-reducing
technology 1f the cost of innovation is low, and should not allow free imitation regardless of the
cost of innovation, even when no producer of the good is based in the country. Moreover, social
welfare under monopoly can exceed that under duopoly, given relatively low-cost innovation.
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