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One of the frequently asked questions about intellectual property is whether IP
truly encourages innovation. In the US, some commentators often suggest that IP hinders
or inhibits innovation and society as a whole. Specifically, these comments suggest that
patents on abstract ideas and medical diagnostics procedures prevents others from using

these ideas.

Others suggest that alternative incentive systems exists outside of IP to
encourage innovation. For example, a company may win the exclusive right to develop a
product under a government contract. Also, a company may be awarded the exclusive
right to market a pharmaceutical drug or a medical device by a government agency, such
as the US Food and Drug Administration (FDA).

However, the IP system overall encourages innovation more than it discourages
it. IP protection allows large companies to invest more heavily in R&D. This is because
companies know that a new product will be protected, even if the product can be easily

manufactured by others.

Intellectual property also helps encourage innovation because it provides a
reason for others to create other innovations. For example, a competitor that faces an IP
roadblock has two options : (1) modify its product to “invent around” the IP or (2)
pursue a completely different path of innovation. Either way, all competitors appear to be

incentivized in some way to create something new when faced with another company’s
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IP. If the competitor is successful, this would essentially create one new innovation each

time a competitor is faced with a patent.

A public disclosure of how an idea works also encourages innovation. If
companies were not given IP protections such as patents, they would likely keep all ideas
secret to prevent others from copying them. On the hand, the free disclosure of new

innovations allows others to learn and subsequently improve each disclosed innovation.

In conclusion, IP protects investments in R&D, forces competitors to innovate
rather than imitate, and provides others with new tools to learn and improve. These are

widespread benefits indicating that IP does indeed encourage innovation.



