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Scope

1. Patents create incentives for R&D 

2. Patents disclose information that enables 
technology diffusion and subsequent innovation 

3. In contexts of cumulative innovation, strong 
upstram patents can hinder downstream 
innovation



How important are patents 
as incentives for innovation?













Patents and diffusion: Do patents disclose 
information that enables subsequent 

innovation?







Do upstream patents hinder 
follow on innovation?







Conclusions
• The effects of patents on innovation incentives are stronger in some sectors 

(pharmaceuticals, chemicals) than others. An optimal patent policy would be 
sector specific. 

• A considerable amount of innovation occurs outside the patent system. 
Strengthening of patent protection leads to changes in patenting and patent 
propensity, but this is not necessarily correlated with more innovation.  

• In a global environment, strengthening national patent laws outside the U.S. doesn’t 
seem to matter much for domestic R&D or innovation. 

• Stronger patent protection does not appear to generate R&D for “tropical diseases.” 
For high social value investments without significant markets, patents are unlikely to 
have a strong effect. Other mechanisms, including prizes or public funding, may be 
needed. 

• Firms do seem to read patents for information and learn from them. But the design of 
patent systems and publication rules may affect the extent of disclosure of useful 
information in patent documents.



Research gaps
• More work needed on static costs of patent protection, overall and relative to 

other S&T policy instruments (prizes, public funding) to generate innovations 

• Continued work on patents and follow on innovation needed; better 
understanding of differences across fields  

• Quasi-experimental evidence needed on disclosure function  

• Better non-patent measures of innovation would help in evaluating the effects 
of patents on innovation 

• More nuanced understanding of patent law implementation needed to 
understand results from patent law changes 

• Much work on patents focused on their average importance: evaluations of 
marginal changes (extending to a new type of product, extending by 6 months, 
etc.) would be useful
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