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Effects of Joint Importation of Intermediate Goods on Social Welfare
Pan, Chih-Min and Lin, Chien-Chih

This paper aims to analyze the effects of joint purchases of intermediate goods by the
domestic manufacturers on domestic social welfare. The paper discusses in detail the impact
of the different methods of intermediate goods purchase on a company's research and devel-
opment (R&D) activities. Through a simple game model, it is shown that allowing the joint
importation of intermediate goods does improve the country's aggregated welfare. However,
the model also shows that joint import of intermediate goods by domestic manufacturers di-
scourages companies from engaging in R&D. It is therefore necessary to harmonize compe-

tition policy with industry policy for the improvement of social welfare.
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