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Abstract

Endogenous growth theory claims that knowledge accumulation is the crucial source
for economic growth. Intellectual property rights (IPRs) have become an even more
important economic resource and production factor during the times of knowledge-based
economy, and IPRs are key characteristics of Knowledge-based economy. Public goods
characteristics of knowledge have made efficient intellectual property rights protection
(IPP) is of great importance to technological innovation, international technology
transfer and economic growth.

The effect of IPP on technological progress and economic growth in less developed
countries (LDCs) is a topic for dispute in fields for international economics and inter-
national policy negotiation. The effect of implement of agreement on trade-related aspects
of intellectual property rights (TRIPS) as one of three mainstays of WTO on economic
growth in LDCs has been debated intensively in the theoretical and practical
fields. Intellectual property rights policy in LDCs under TRIPS has been a critical factor
for overcoming the dilemma in technology-choices and promoting long-run economic
growth. China is a developing country with unbalanced regional economies, the relation-
ship between IPP and economic growth in different regions is undoubtedly of great prac-
tical importance to formulate appropriate and flexible strategies for IPP and to promote
harmonious regional growth in China.

While most previous studies focused on developed countries (DCs) with more

perfect institutional arrangement of IPP, very few studies investigated the effect of IPP



on economic growth in LDCs. Viewed from technology supply in LDCs, this dissertation
investigates the effect of IPP on technology supply and economic growth in LDCs under
the dynamic general equilibrium (DGE) analytical frameworks of endogenous growth
theory and north-south trade, and explores the channels through which IPP exerts im-
pacts on economic growth in LDCs. It is shown that technology supply, as determined
by international trade, FDI and technology licensing, plays a major role in promoting
economic growth in LDCs. Three interesting findings are noted as follows

First, the effect of IPP on import trade and FDI in LDCs has displayed significant
industry-specific characteristics. It is also heavily dependent on country-specific charac-
teristics of host country such as economic development stages, imitative ability and mar-
ket size etc. The effect of IPP on import trade and FDI in China has also demonstrated
significant industry-specific characteristics and is also related to imitative ability of differ-
ent industries. Similar empirical evidences have not appeared in the previous studies.

Second, unlike previous studies, this dissertation has proved theoretically and
empirically a nonlinear relationship between [PP and economic growth in LDCs; The
effect of IPP on economic growth in LDCs depends on economic development stages and
has displayed a significant threshold effect. While IPP will exert a positive impact eco-
nomic growth above the threshold, no statistically significant relation is found between
IPP and economic growth below the threshold.

Third, the relationship between IPP and economic growth in China is also found
nonlinear; Both regional-specific characteristics and the threshold effect exist in the
cross-section investigation using cross-province data. The results differ remarkably from
the previous studies.

These findings have important implications for policy suggestions. Institutional ar-
rangement of and policy design for intellectual property rights protection in developing
countries should evolve with domestic economic development stages. The IPP control
should intensify with economic growth and development process. It seems meaningful to
suggest that in China a more flexible policy toward IPP be followed in less technology-
intensive regions and industries.

This book consists of eight chapters.

Chapter 1 raises the questions we address in this book. And we also introduce the
research background and implications, basic concepts, research methods, basic idea,
main contributions and shortages.

Chapter 2 is literature review. We make a comprehensive review based on three



facets: the effect of IPP on technology supply, the effect of technology supply on eco-
nomic growth and the mechanism of IPP on economic growth. And we also make simple
remarks on prior literatures.

Chapter 3 discusses the effect of IPP on technology supply based on theoretical
models. Based on analytical framework of north-south trade, product cycles and dynam-
ic general equilibrium, we construct three models to investigate the effect of IPP on im-
itation, FDI and Technology licensing. And we also explore the impaction of IPP on the
ways through which multinational selects trade, FDI and technology licensing based on
Nicholson (2003).

Chapter 4 investigates theoretical framework. We hypothesizes developing countries

is engaged in indigenous innovation and foreign imitation and IPP in developing coun-

tries is faced with the tradeoff between indigenous innovation and foreign imitation. We
explore the effect of IPP on economic growth in developing countries and also show the
nonlinear and threshold effect characteristics.

Chapter 5 is cross-country empirical research. Based on cross-couniry and industry
data in developing country, we investigate the effect of IPP on technology supply and
economic growth by means of various estimation methods of panel data model. And we
prove that our empirical results are consistent with theoretical results.

Chapter 6 1s China’s empirical research. Based on Ginarte and Park (1997) re-
search method with measurement on indicator of the strength of IPP, we again estimate
the strength of IPP with time series and province in China. And we explore the effect of
IPP on technology supply, technology change and economic growth by drawing on coun-
try, provincial and industrial data. And we also find the empirical results are identical
with our theoretical hypothesis and resulis.

Chapter 7 is international evidence and policy implications. In this chapter we ana-
lyze dispute of interest between DCs and LDCs under agreement on trade-related aspects
of intellectual property rights ( TRIPS). And we also describe the implications of IPP on
economic growth in developing countries and put forward benchmark and policy sugges-
tion of IPP in China.

Chapter 8 concludes and gives research perspective.

This book addresses a topic of general interest and contributes to several streams of
literature.

Firstly, our research point or view is different from prior literature. Based on inter-

national technology transfer among countries, we investigate the mechanism of IPP on



economic growth in developing countries. So we make contributions in theory fields.

Secondly, we extend the theoretical framework of the relation between IPP and
economic growth. In prior literature with north-south trade and product cycles, most
hypothesize innovation exists in developed countries and imitation only exists in develo-
ping countries. And this hypothesis is remarkable inconsistent with the practice of some
growing developing countries such as China, Mexico and Brazil etc. So we suppose in-
novation and imitation co-exist in developing countries and consider two tradeoffs with
the effect of strengthening IPP; the tradeoff between domestic innovation and foreign im-
itation; the tradeoff hetween international technology transfer and domestic imitation.

Thirdly, we address the endogeneity of model estimation by utilizing panel thresh-
old effect estimation model by Hansen (1999, 2000) and build up robustness of our
empirical conclusions.

Fourthly, our findings are remarkable different from related literature. We show the
effect of IPP on technology transfer channels depends on host country and industry char-
acteristic. And we also find the effect of IPP on economic growth in developing countries
depends on economic development level, there is a nonlinear and threshold effect rela-

tionship between IPP and economic growth and our empirical results also prove it.
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