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	Analysis of Patent Protection
	
	Summary Statistics
	I began by simply summarizing the changing level of patent applications in the years before and after the policy shift.  Panel A of Table 5 reports the changes in patent applications filed from two years before to two years after the policy shift.  In or
	I divided the observations by the type of policy change.  Most shifts (64%) unambiguously increased patent protection.  The remainder either unambiguously reduced patent protection (24%) or else contained both protection-enhancing and detracting elements
	Domestic and foreign patent applications both increased in countries undertaking patent protection-enhancing shifts.  The increase was larger, on both an absolute and percentage basis, among the foreign applicants.  (In the sample as a whole, the mean nu
	Panel A does not, however, control for changes in the overall propensity to seek patent protection over the period.  In event studies of stock price returns, it is standard to present returns net of an appropriate market index.  I similarly sought to con
	To control for the changing patenting environment, I computed the “adjusted” difference: the difference in the number of patent applications filed in this interval, less the difference that would have been expected, had the applications grown at the same
	Once the adjustment for overall patent application growth was made, a stark difference appeared in the case of patent protection-enhancing changes.  While the change in foreign patenting was positive, adjusted patent applications by residents of the coun
	I also report the statistical significance of these changes.  In the financial event study literature, a standard procedure for computing test statistics for event studies has emerged.  First, the standard deviation of returns during an estimation period
	Panel D formally tests whether the reaction of foreign patent applications in the country undertaking the policy change was significantly different from domestic applications.  The differences were significant for the patent protection-enhancing policy c
	
	Regression Analyses
	The univariate analysis discussed in the previous section suggested that patent applications originating in the nation undertaking a patent policy shift (whether filed domestically or in Great Britain) did not increase significantly in response to policy
	The theoretical literature discussed in Section 2 offered a number of predictions about when strengthened patent policy should be most efficacious in spurring innovation.  In particular, it suggested that protection-enhancing changes would have less impa
	Following the finance event study literature, I estimated regressions in which the “adjusted” growth in patenting by residents of the country undertaking the policy change was the dependent variable.  (I considered both patenting in the country undertaki
	I also employed a variety of control variables.  These included the type of policy change, the inception of a conflict on the territory of or a change in the boundaries of the nation during the event window, the number of patent applications filed two ye
	The analysis of patent applications in the country undertaking the policy change, reported in Table 6, was quite disappointing.  The only significant variables were two control variables.  Policy changes in larger countries tended to lead to a greater gr
	Table 7, which examines patenting by the residents of the country undertaking the patent policy change in Great Britain, was more interesting.  The dummy variable indicating a patent protection-enhancing policy shift was not significantly positive on a c
	In supplemental unreported analyses, I explored the robustness of these results.  The use of longer event windows made little difference, as did adding more detailed controls for the nature of the policy change, the employment mixture of the country, its



	C.  Addressing Concerns about Causality
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