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Crackdown on Imitations and Political Contributions

Yang, Tun-Ya
Abstract

Since intangible asset like trademark and knowledge has become a
profitable input, patent protection is an essential way to maintain market
order. For the purpose, there are many regulations such as Article 20 of
the Fair Trade Act (FTA) and other Acts associated with intellectual
property protection being put into practice in Taiwan. Applying political
contributions to the issue, the paper analyzes how a domestic government
decides optimal enforcement rate when intellectual property is held by a
foreign company. We find the domestic government would lower
enforcement rate to zero when there is no political contributions.
However, the situation would be altered dramatically with applying
political contributions. Despite raising the weight the government put on
domestic welfare to two times as that on political contributions, lobbying
from foreign companies may change government’s original choice about
the upper bound that allows imitations existing in the market. In addition,
those foreign company and domestic consumers that both lobby and pay
political contributions will fall into paradox analogous to prisoners’
dilemma.
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