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ENKHJARGAL LKHAGVAJAV

The Effect of Patent Disclosure on Firm Innovation and Growth (Job Market Paper)

A patent system requires innovators to disclose their inventions in return for monopoly rights to
their use. This paper shows how patent disclosure policy discourages firms from patenting both
empirically and theoretically. | analyze the effect of the American Inventor’s Protection Act of
1999 (AIPA), which lowered publication lag for patents filed after 2000. Due to the increasing
patent disclosure from the AIPA, U.S. public manufacturing firms experienced a decline in firm
innovation rate and patenting intensity. To explain the negative relationship between patent
disclosure and firm patenting, | build a Schumpeterian growth model with innovation and
patenting treated separately. The model illustrates how patent disclosure can lower patenting at
the firm level due to the trade-off between costly disclosure and patent protection. However, the
effect of patent disclosure on overall economic growth and knowledge diffusion is non-linear: an
appropriate disclosure policy can promote growth, but a strong disclosure policy can hurt them.
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