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Study on the Choice of Technology Diffusion
Channels of R&D Firms
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Abstract: Based on a duopoly competition model, this paper studies the
choice of technology diffusion channels of R&D firms and the social welfare
effect. It reaches the following conclusions: firstly, technology licensing and
vertical merger are the optimal choices in R&D firms with low-level and
high-level technology innovation respectively, which is different from the re-
sults raised by Sandonis and Fauli-Oller in 2006 ; secondly, vertical merger is
more optimal than technology licensing from the perspective of consumer
surplus and social welfare. Therefore, governments should encourage R&.D
firms to merge production enterprises, or guide the production enterprises to
set up R&.D departments.

Key words: technology licensing (transfer); vertical merger; quality-
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