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Fig. 4 The patent growth prospect and social welfare
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Evaluation on R&D investment strategy of patents based on social welfare

CAI Qiang ZENG Yong XIA Hw

School of Management and Economics University of Electronic Science and Technology of China Chengdu

610054 China

Abstract: The different impacts of patent investment strategies on enterprise values and consumer surpluses
result in different patent investment decisions on social welfare. By combining the investment option game
model and the consumer surplus model this paper obtains the total investment NPV and consumer surplus un—
der both modes of non-cooperative game ( patent race) and cooperative game for two asymmetrical enterprises.

The dynamic characteristics of social welfare and the influential factors are analyzed and relevant innovation
policies are put forward. The result shows if social welfare is optimized the policies that are more conducive to
cooperative R&D modes should be come up with by the social planners under the less heterogeneity of R&D
capabilities the better patent growth prospect the smaller risk free interest rate and the lower quality of the
patent product. Contrarily policies that encourage competition should be better. Furthermore the uncertainty
of patent markets and technologies the cost of R&D investment and patents’ initial values exhibit “non-ine—
ar” impacts social welfare in both R&D modes which implicates that the efficient policies should be made
contingently on situations.

Key words: social welfare; patent race; consumer surplus; cooperative game



