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Abstract:
How to figure out the correlation between Innovation and Competition Policy? This is
a highly important issue for realizing the robust market economy. And it is also a
challenging question for economists since the classical Schumpeterian hypothesis. The
strained ties between the dynamic efficiency and the static efficiency lie in the background
of this issue. Cases in the real world, however, are more complex and hardly explained only
by the simple trade-off relationship between those two concepts. The analytical framework
as well as the policymaking framework for those examples should include careful
considerations on number of other factors.
Here | examine the two areas where this question is particularly relevant:
The network externalities and competition policy
Patent systems and competition policy
With respects to the network externalities and competition policy, Prof. Bresnahan,
who has also served as the Chief Economist of the Antitrust Division of the US Department
of Justice, is the foremost expert on the topic. So | will not spend much time addressing the
first topic but rather the second one, patent systems and competition policy.

In the industries with the network externalities as the computer software industry,
one company can often achieve a dominant position. How should competition policy
respond to this situation is an important contemporary issue for competition policy. As the
measures for restoring competition, remedies which will not reduce incentives for
innovation, such as prompt and effective action against conduct which prevent market
entry, are primarily required.

New problems arise in the area of patent systems and competition policy as well.
The patent system has been enhanced in the United States since 1980’s and the other
countries have followed it in a certain degree. Although there are various arguments on
whether this enhanced patent system has promoted innovation, the enhancement of
patent systems has also brought problems in both innovations and market competition.
Too “strong” patent system is prompting a concern that it may not only prevent
competition but also have negative effect on innovation. Competition policy should play an
active roll against such situation in order to contribute to promoting of competition and

innovation.



