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In this project, | constructed an endogenous growth model that focuses on
the fact that real-world firms use their holding cash for investments. This is in contrast to
existing theories that assume all profits are distributed as dividends. As a result, I found that
policies aimed at increasing the cash of follower firms are effective in stimulating R&D investment.

For instance, policies that strengthen the protection of existing patents can have the effect of
suppressing R&D investment by reducing the profits of follower firms. On the other hand, there is a
positive effect where the simple Schumpeterian effect increases the incentive for R&D investment.
Consequently, the total effect is determined by which of the former or latter effects is dominant.
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Figure 4 in Kishimoto and Suzuki (2021)
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