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Abstract

This paper examines how political donation from the firms to the govern-
ment affects its IPR policy, innovation, and welfare. When the government gives
attention not only to household’s welfare but also to the amount of money of-
fered by the firms, the size of political donation distorts optimal patent policy.
Especially, we find if the government is corrupt and gives much attention to
political donation, the government strengthens patent protection and increases
innovation. We also find that a higher fraction of political donation encourages
the innovation and the government chooses stronger patent protection when
the government is corrupt and gives much attention to political donation. This
implies that if political donation is important for policy-making process, the
government tends to have an incentive to choose too strong patent protection
level.
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