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Patent Disclosure, Firm Innovation, and Growth (Job Market Paper)

A patent system requires innovators to reveal their new ideas in return for monopoly rights to
their use. This paper shows both empirically and theoretically that patent disclosure requirements
can discourage firm patenting. First, | empirically analyze the effect of the American Inventor's
Protection Act of 1999 (AIPA), which shortened publication time for patents filed after 2000.
Due to earlier patent disclosure, U.S. public firms lowered their patenting and R&D growth. |
then build a Schumpeterian endogenous growth model with firm innovation and patenting
together with a role for disclosure policy. At the firm level, the model reveals that patent
disclosure can lower patenting due to a trade-off between costly disclosure and patent monopoly
protection. The model matches the empirical evidence of lower firm patenting due to higher
patent disclosure. At the macro level, the patent disclosure could reduce patenting and overall
economic growth, contributing to recent U.S. trends.

Firms’> Heterogeneous Innovations

The procyclicality of firms’ R&D expenses is well documented. At the same time, the cyclicality
of firms’ patent output, more generally, innovation output is more interesting since the output is
what drives the economic growth. Moreover, the nature of innovations in terms of how novel they
are is crucial to study the effect of business cycles qualitatively and quantitatively. In that regard,
first, | differentiate the firms’ patent output into two types, explorative and follow-up, based on
the patent citation nature. Then | show evidence for the procyclicality of firm innovation
exploration: during a good condition, they produce more explorative patents than follow-up
patents. During a downturn, they produce more follow-up patents than explorative patents. To
explain the cyclicality, | build a model with heterogeneous innovation and show that with a
realistic calibration, the model explains the fact.

Survey Expectations and the New Keynesian Wage Phillips Curve

Learning the dynamics of wage inflation and its relationship with other macroeconomic variables
helps to study monetary policy effects and implement optimal policies for central banks.
Expectations matter, at least in baseline macroeconomic models, so much that certain monetary
policies are relied on the expectation transmission to affect variables in the economy. This paper
estimates the New Keynesian Wage Phillips Curve introduced in Gali (2011b) using rational
expectations and survey expectations of wage inflation separately in New Zealand. The empirical
result implies no significant relationship between the unemployment rate and wage inflation when
rational expectations is considered. However, the unemployment rate takes a statistically
significant and negative coefficient when the survey expectations is used. The effect of the
unemployment rate on wage inflation was most substantial during 2000-2008, during which the
unemployment rate dipped to the all-time low level in New Zealand.
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