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Effects of Patent Enforcement Insurance on Innovation
LONG Xiao—ning, LIN Han-xin

(Wang Yanan Institute for Studies in Economics, Xiamen University, Xiamen 361005, China)

Abstract: This paper studies the impact of patent enforcement insurance on firm’s innovation, based on a
quasi—experiment of patent insurance pilot conducted by the China’s State Intellectual Property Office in 2012. By
using DID estimation, this paper shows that the number of patent cases increases significantly in the regions with
patent enforcement insurance market, especially for patent litigation. Meanwhile, the patent value increases
significantly for listed companies that are located in the pilot cities. In terms of patent type, the value of invention
increases while the value of utility model and appearance design does not change. To be more specific, the
numbers of invention application and approval both increase for firms in the pilot cities, implying that firms have
enhanced the level of innovation in response, especially high—quality innovation. Besides, the impact of patent
enforcement insurance on firm innovation differs in firms’ ownership and industry characteristics. With regard to
ownership, state—owned enterprises apply more inventions than private firms. Based on industry characteristics, firms
in industries with easy reverse —engineering technology have more invention applications than firms in other
industries. In addition, firms in more concentrated industries increase utility model applications and gain more
invention approval significantly. In order to solve the endogeneity problem in the estimation, this paper finds an
instrument for patent insurance pilot: the development of insurance market in each region. With the help of this
instrumental variable, previous main results still hold. In conclusion, this paper shows that patent enforcement
insurance market developed by the government helps improve firms’ innovation. This paper not only explains the
impact of intellectual property protection on innovation, but also provides suggestions on the role that government
plays in stimulating innovation.

Key Words: patent enforcement insurance; patent case; patent value; firm innovation
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