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Patent Monopoly. the Entry of Firms Counterfeiting
Goods and Policies of Government Supervision
ZHANG Hui's WU Yisjie’
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Abstract: Counterfeit goods are common in any markets. By establis-
hing a Stackelberg game model among the governments, firms manufactur-
ing genuine goods and firms counterfeiting goods and considering the market
structure features of firms counterfeiting goods, the paper discusses the
competition behaviours and strategies of firms manufacturing genuine goods
and the changes of social welfare under the condition of the entry firms coun-
terfeiting goods. The results are as follows: firstly, under the condition of
the entry of firms counterfeiting goods and the weak government supervi-
sion, the firms manufacturing genuine goods usually choice the strategy that
the output is bigger that the one when there are only genius goods in the
market as the optimal strategy, and the equilibrium price of genuine goods is
lower than the one when there are only genius goods; secondly, counterfeit
goods are the partial substitute for genuine goods and genuine goods are the
complete substitute for counterfeit goods; thirdly, counterfeit goods may
have positive effects on the interests of the firms manufacturing genuine
goods; fourthly, without the consideration of the costs of government su-
pervision, it will increase the social welfare when the governments do not in-
vestigate counterfeit goods or take strict measures.

Key words: genuine goods; counterfeit goods; monopoly; competi-

tive strategy; government supervision; social welfare (FT/E% %% 4 #)
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