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Abstract

This article examines the impact of Intellectual
Property Rights (IPRs) on private foreign direct
investments (PFDI) for a cross-section of Sub-
Saharan African (SSA) countries. The results of the
study indicate that: (1) strengthening IPRs has a
significant positive effect on PFDI, however,
beyond a certain optimal level, the effect becomes
negative; (2) the trade related agreement on
intellectual property has had positive but
insignificant effect on PFDI; (3) investors are
sensitive to the investment climate of the
countries in which they invest; and (4) inflation
rate is negatively correlated with PFDI inflows.

Introduction

During the past two decades, academicians and
policymakers in all regions of the world have
directed attention to the benefits of intellectual
property rights (IPRs). Globalization of trade and
ideas and the resulting increase in international
transactions in knowledge intensive products have
generated intense interest as well as disagreements
about this topic. The intensity of interests
increased especially after the agreement on the
Trade Related Aspects of Intellectual Property
Rights (TRIPS) by the World Trade organization
(WTO) in 1994. Under the terms of TRIPS, current
and future members WTO must adopt and enforce
strong non-discriminatory minimum standards of
IPRs protection in each of the areas commonly
associated with IPRs, including patents,
copyrights, trademarks, and trade secrets
(Commission on Intellectual Property Rights
[CIPR], 2002).

IPRs have therefore become part of the
infrastructure supporting investments in research
and development that is important for innovation
and new business development. By granting
temporary exclusive rights on inventions, IPRs
allow the right holders to price their products
above marginal cost, and hence recoup their initial
research investment costs (Leger, 2006).
Accordingly, the creation of an effective IPRs
regime has an effect not only on the incentive for
new knowledge creation and its dissemination, but
even more important the business location
decision of firms, prices, and the market structure.

A review of the literature shows that the
importance of IPRs is generally associated with its
double function of promoting PFDI and
innovation, which are important determinants of
economic growth. This paper contributes to a
better understanding of the former - how IPRs
affect PFDI inflows in developing countries,
especially in Sub-Saharan Africa (SSA). Obviously,
the impact of IPRs on PFDI is important for many
developing countries where PFDI inflows have
not reached the expected levels needed for their
development. Even more important is the fact that
PFDI has become one of the stable sources of
development finance in developing countries. For
example, by the end of 2004, the total foreign aid
(grants) and net official flows (aid and debt) to
developing countries were $47.4 billion and $22.6
billion respectively, while net PFDI flows were
$165 billion dollars (Global Development Finance
[GDF], 2005).

Nevertheless, PFDI inflows have tended to
concentrate in a few countries. Of the $648 billion
of global PFDI inflows in 2004, SSA accounted for
only $12 billion or 2% and increased slightly to 3°/<
in 2005 (United Nations Conference on Trade and
Development [UNCTAD], 2006). Although, most
SSA countries offered favorable incentives to
investors, they failed to attract the desired
investments or did not make it to the short list of
the PFDI decision of foreign investors. Africa's
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situation presents a paradox. Most studies report
that the return on investment is greater in Africa
than in any other region of the world yet the region
accounts for the least amount of PFDI inflows
(UNCTAD, 1999). Africa's low share in global
PFDI over the past two decades reflects its slow
progress in increasing production capacity and
diversification, and an inability to create a large
regional market. Consequently, Africa's per capita
PFDI inflows was only $34 in 2005 compared with
$64 for developing economies as a whole
(UNCTAD, 2006).

Accordingly, it is important that the effect of IPRs
on PFDI inflows in the SSA context is examined to
guide policymakers in the development of
programs that are important in promoting the
continent as an important PFDI destination. The
focus on SSA is important for many reasons. First,
many of the studies on IPR and PFDI link suggest
that regional and cross - country differences
influence the effect of IPRs on PFDI in particular
and the economy in general (Falvey et al., 2006;
Park and Lippoldt, 2003). Falvey et al. (2006)
demonstrated that strengthening IPRs has
differential effects in low, middle, and high-
income countries. Similarly, Park and Lippoldt
(2003) reported that IPRs' effect on PFDI is
different for least developing countries and the rest
of the developing countries.

The findings of the above two studies are
important considering the fact that out of the 54
countries classified by the World Bank (2007) as
low-income, 35 are SSA countries and 35 of the 50
least developed countries are in SSA (UNCTAD,
2005). The findings of the two studies provide
support for Kobrin's (2005) claim that a broad
consensus on determinants of PFDI has been
elusive because most studies have analyzed
determinants of PFDI by pooling together
structurally diverse countries in their regression
analysis. Further, Sethi et al. (2003) argued that
multinational enterprises usually evaluate
prospective PFDI destinations on a regional basis.

Asiedu (2002), for instance, has also shown that
there are some differences in the factors that drive
PFDI in SSA and other developing countries.

Finally, while PFDI has become an important
alternative source of development in almost all
regions of the world, aid flows still represent the
largest source of foreign finance in Africa (Ismail,
2007). Hence, understanding how strengthening
IPRs affect PFDI inflows to the region might help
policymakers in the design and implementation of
the necessary programs and polices that will allow
the countries in the region to become competitive
in attracting PFDI.

Consequently, the objective of this paper is to
examine the effect of IPRs on PFDI in SSA with
similar social, economic, and institutional
characteristics to help to reduce bias due to sample
selection. The rest of the paper is organized as
follows: Section 2 reviews the literature on the
IPRs - PFDI relation and Section 3 describes the
data and methodology for the analysis. This is
followed by the discussion of the results in Section
4 and the implications, directions for future
research and concluding remarks are given in
Section 5.

Literature Review

There are many models that have been used to
explain why firms will like to invest abroad,
however, the OLI (Ownership - locational -
internalization) framework by Dunning (1993) is
by far the most comprehensive and accepted.
Therefore, we explain how the protection of IPRs
affects PFDI from this perspective. The ownership
advantages are generally intangible assets in the
form of superior technology, organizational skills,
trademarks, trade secrets, patents, reputation, and
innovative capacity, which other firms do not
have. From this viewpoint, firms that wish to
invest abroad must have ownership advantages to
make it compete effectively with indigenous firms
in the host country.
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The two other factors (locational and internaliza­
tion) help to explain why the multi-national
enterprise (MNE) should invest abroad. First, the
locational characteristics of the country must
make it profitable for firms wishing to invest.
These locational advantages include low transpor­
tation costs, market size, favorable local govern­
ment regulatory environment, skilled labor, low
input prices and adequate roads and communica­
tions infrastructure. Second, it must be more
profitable for the firm to internalize production
rather than license or export goods on the open
market. As a result, internalisation explains why a
foreign firm prefers to retain full control over the
production process or try to acquire a subsidiary
rather than license its intangible assets to local
firms or an independent foreign firm. By helping
firms to overcome the high transaction costs
associated with regulating and enforcing contracts
and protecting quality, internalization helps firms
to gain from exploiting their knowledge-based
assets (KBA) within the confines of their interna­
tional operations (Braga and Fink, 1998; Maskus,
1998; Smarzynska, 2004).

The discussion above shows that firms that create
intellectual property are likely to engage in foreign
production in countries with strong IPRs. This is
because weak IPR protection increases the
probability of imitation, which erodes a firm’s
ownership advantages and decreases vocational
advantages of the host country. Further, the level
of protection in the national IPRs system may
influence a firm's decision to internalize or
externalize its knowledge-based assets. A weak
IPRs system, for example, increases the benefits of
internalization since it is associated with a greater
risk of the licensee's breeching of the contract and
acting in direct competition with the seller. The
implication is that firms are more likely to invest in
countries with strong protection, since the smaller
risk of imitation leads to a relatively larger net
demand for protected products.

Nonetheless, because almost all the countries in

SSA are buyers rather than producers of key
products and technologies, the benefits of
enhanced IPRs regime is doubtful (Lesser, 2002).
This is because the strengthened IPRs system
could lead to higher level of imports and prices and
hence a loss in consumer welfare. Further, a strong
IPRs system could provide knowledge-based firms
with market power and might actually cause firms
to divest and reduce their service to foreign
countries (Braga and Fink, 1998). Additionally, a
strong IPRs system may have a negative effect on
PFDI, as this will encourage MNEs to shift from
local production to licensing. The effects of higher
levels of IPRs protection on PFDI in low innova­
tion countries are thus theoretically ambiguous.
This has led to many studies being conducted to
validate the relationship between IPRs and PFDI
inflows. In the discussions that follow we examine
a few of these studies.

The empirical studies that have examined the
impact of IPRs on PFDI have been inconclusive.
For example, Seyoum (2006), Lesser (2002), and
Smarzynksa (2004) found a positive relationship
between IPRs on PFDI, while Kondo (1995) and
Seyoum (1996) make claims to the contrary.
Seyoum (2006) examined the effect of IPRs on
PFDI in 63 developed and developing countries
over two time periods (1990 and 1995). Using
ordinary least squares (OLS) estimation technique,
Seyoum (2006) found that the level of patent
protection, which was measured by the Ginarte-
Park index was positive and significantly corre­
lated with PFDI. Likewise, Lesser (2002) examined
the relationship between IPRs and PFDI for a
sample of 44 developing countries based on a
survey of patent attorneys and licensing execu­
tives. He found that strong IPRs were positively
associated with PFDI inflows. It is important to
note that all these studies employed a cross -
sectional design and therefore the results could
suffer from omitted variable bias, as they could not
control for country specific effects.
Seyoum (1996), for instance, employed pooled
time series estimation technique to examine the 
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impact of patent protection on PFDI in 27 devel­
oped, newly industrialized, and less developed
countries from 1975 to 1990. He demonstrated that
patent protection was not significantly correlated
with PFDI for the total sample. However, the
regression results showed a significant relation­
ship between IPRs and PFDI for developed
countries and an insignificant relationship for the
less developed countries. In contrast to the studies
mentioned above, Kondo (1995) used cross-
sectional and time series designs to analyze the
impact of IPRs on the flow of US PFDI to 33
countries from Europe, Asia and Latin America
between 1976 and 1990. The results of both
methodological designs suggest that patent
protection was not significantly correlated with
PFDI inflows. Accordingly, Kondo (1995)
concluded that there was no evidence that patent
protection facilitated PFDI.

In response to the findings of Kondo (1995) and
Seyoum (1996), Park and Lippoldt (2003) argued
that the earlier studies do not capture the benefits
of the TRIPS agreement which came into effect in
1995. They therefore used data (between 1990 and
2000) that captures the post TRIPS agreement.
They indicated that strengthening IPRs had a
positive effect on PFDI inflows. However, they
also noted that IPRs' effect is dependent on the
level of development and other relevant unob­
served country-specific characteristics (e.g.,
culture and quality of institutions). Further, Park
and Lippoldt (2003) showed that IPRs' effect was
largest in the least developed countries and second
largest in developing nations (where IPRs regimes
are next weakest). This suggests the possibility of
diminishing returns of patent protection on PFDI

The review of the empirical literature indicate that
not much has been done in the context of SSA, and
thus, most of the studies used to support a positive
effect of IPRs on PFDI have been that which
relates to developing countries as a whole.
However, because the genenralizability of most of
the studies is limited as discussed earlier, we 

contribute to the literature by examining the effect
of IPRs on PFDI in the context of SSA. Further, we
contribute to the IPRs-PFDI literature by analyz­
ing whether there is a differential effect of IPRs on
PFDI between the pre and post-TRIPS era for SSA
countries.

Data and Methodology

The empirical analysis is based on a panel data set
consisting of four separate 5-year periods (the last
period is 4 years), 1985-1989, 1990-1994, 1995-
1999, and 2000-2003.

All variables represent the average over the sub­
periods, except the IPRs variable, for which we use
the initial values of the sub-periods because it is
assumed that it takes time for the IPRs reform to
have an effect on PFDI. The equation we estimated
is specified as follows:

PFDI = p 10AHG + fi,LGCAP + p it 3
OPENjt+ PINF i p5POPit + p$EC t

PRJSK+,piPaR + p,WQ+pi, 10
IPR’TRIPV K+ e,.

where:
1. PFDI is the PFDI share in GDP for

country i in year t;
2. p^s the constant term;
3. Pp are the coefficients of the variables to

be estimated;
4. ARG is Real GDP per capita growth rate

used in this study to control for business
cycles in the economy;

5. LGCAP represents the level of
development, which is measured by the
Real GDP per capita;

6. OPEN is the degree of openness of the
economy which is measured as a
percentage of trade (imports plus
exporters) share in GDP;

7. INF is the inflation rate, which is included
to capture the consistency of monetary
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and fiscal policies as high inflation rates
may deter foreign investors;

8. SEC is secondary school enrollment,
which is a measure of the human capital
or absorptive capacity of the population;

9. RISK is a composite risk measure of the
political, financial and economic risk of
the PFDI;

10. IPR is the intellectual property rights
protection variable;

11. IPRSQ.is the square of IPR, which is
included to capture any nonlinear
relationships between IPR and PFDI

12. TRIDS represent the trade-related aspects
of intellectual property rights;

13. ^represents the country-specific effect
which is assumed to be time invariant,
and

14. £h is the classical disturbance error
component.

The fixed effects specification allows us to control
for unobserved country heterogeneity and the
associated omitted variable bias, which seriously
afflicts cross-country regressions. The other
variables are added to the index of the strength of
patent rights in the regression to explain the
variance in PFDI inflows act as control variables,
without which the index of patent rights might
pick up the effects of other policies or economic
events on PFDI.

The data on PFDI inflows comes from the World
Development Indicators (2006), and is measured as
the net PFDI inflows. The net PFDI are the net
inflows of investment to acquire a lasting manage­
ment interest (10% or more of voting stock) in an
enterprise other than that of the investor. This is
the sum of equity capital, reinvestment of earn­
ings, other long-term capital, and short-term
capital as shown in the balance of payments.

Data on Real GDP per capita growth rate and real
GDP per capita were obtained from World
Economic Outlook (2000) and Global Develop­

ment Network Growth Database. Data on infla­
tion, openness, population, and secondary school
enrollment were obtained from the Global
Development Network Growth Database. The risk
variable is the composite risk measure from the
International Country Risk Guide (ICRG) of the
Political Risk Services Group that is made up of
three measures: political, financial, and economic
risk. It is rated on a scale of zero to 100, with zero
meaning high risk and 100 referring to the lowest
risk. The log transformation of INF, SEC, and RISK
variables were used to reduce heteroscedasticity
problems.

The strength of intellectual property rights
protection (IPR) is measured by the Ginarte-Park
index of patent rights, which is based on five
categories of patent laws: (1) extent of coverage, (2)
membership in international patent agreements,
(3) provisions for loss of protection, (4) enforce­
ment mechanism, and (5) duration of protection.
Each of these categories (per country, per time
period) is scored on a value ranging from 0 to 1, and
the unweighted sum of these five values consti­
tutes the overall value of the patent rights index.
The index therefore ranges from 0 to 5, with higher
numbers indicating stronger protection. The
average PFDI and IPRs for the countries in the
study sample over the period 1985 -2003 are listed
in Table 1

Table 1: Average PFDI and Patent Protection
Index, 1985-2003

COUNTRIES PFDI

il
GINARTE-PARK INDEX

OF PATENT RIGHTS

Angola 5.02 0.86
Benin 1.64 2.86
Botswana 2.47 1.99
Burkina Faso 0.30 2.40
Burundi 0.52 2.94
Cameroon 0.83 2.65
Central African Republic 0.26 2.65
Chad 4.09 2.80
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GINTHIT-PARK INDEX
COUNTRIES PFDI

01 t Al LNT RIGHTS

Congo. DR 0.41 2.86
Congo Rep. 3.11 2.69

Cote d’Ivoire 1.25 2.69

Ethiopia 0.61 0.25

Gabon -1.38 2.80

Ghana 1.34 3.02

Kenya 0.68 2.64

Madagascar 0.79 2.06

Malawi 0.36 3.32

Mali 2.09 2.74

Mauritania 1.65 2.74

Mauritius 2.25 3.01

Mozambique 1.52 0.00

Niger 0.51 2.57

Nigeria 2.46 3.13

Rwanda 0.44 2.89

Senegal 0.68 2.74

Sierra Leone 2.07 2.64

South Africa 0.18 3.69
Sudan 0.80 3.52

Swaziland 4.24 2.52
Tanzania 2.38 2.90
Togo 1.54 2.57

Uganda 2.46 2.74

Zambia 3.75 3.52

Zimbabwe 0.47 2.99

The TRIPS agreement which sets minimum
standards for IPRs protection was concluded in
April 1994 and entered into force on January 1,
1995. Consequently, we divided the time period of
our study (1985 - 2003) into two; before 1995 and
after 1995. Thus, we dummied the posi TRIPS era
as 1, and zero for the pre-TRIPS era. To examine
the effect of IPRs in the post-TRIPS era, we use the
interaction or cross product of the IPRs and TRIPS
dummy (IPRTRIPS) as one of our regressors. The
coefficient on this variable shows the effect of IPRs 

in the post-TRIPS era compared to the pre-TRIPS
era. A positive significant coefficient of the
IPR’TRIPS variable indicates that IPRs contrib­
uted to higher PFDI inflows than in the pre-TRIPS
era and a negative significant coefficient explains
otherwise.

Results

Table 2 presents the results of IPR-PFDI regres­
sions. The results show that openness, population,
risk or institutional infrastructure, and IPRs have
significant effects on PFDI in various model
specifications. The most robust finding of the
study is the significant effects of IPRs as seen in
almost all the model specifications (Columns 2, 3,
and 4). Overall, the model explains about 40% -
64% of the variation in the data. The study's
findings therefore support the assertion that
strengthening IPRs is an effective policy tool for
countries seeking to attract PFDI into their
economies. This finding is particularly important
in the post-TRIPS era when national governments
in small countries do have fewer policy options.
However, strengthening the IPRs system could
play a signaling role to investors that the host
country is not only interested in attracting PFDI
but also offer strong protection to their invest­
ments.

In Columns 3 and 4, we tested for the possibility of
diminishing returns of strengthening IPRs or a
nonlinear relationship between IPRs and PFDI by
including the power term or the square of the 1PR
variable. The results show that there is indeed
diminishing return of IPRs protection as indicated by
the significant coefficients of IPR and IPRSQ
(positive and negative respectively). This shows that
strengthening IPRs system is associated with an
initial increased flow of PFDI, however, after a
certain optimal level, further increases in patent
protection offered to patent owners leads to a
negative effect on PFDI inflows. Thus, there is an
inverted U-shaped relationship between IPR and
PFDI. This might be explained by the fact that after a
certain level of patent protection is reached, firms
become confident that their KBA can be safely
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Tabic 2: IPR -PFDI Regressions

1 2 3 4

ARG -0.005

(0.069)

0.078

(0.124)

0.049

(0.103)

0.048

(0.105)

GCAP -5.469

(6.147.)

-9.244

(10.248.)

-5.994

(8.542.)

-5.880

(8.680.)

OPEN 0048*

(0.025)

-0.018

(0.041)

-0.001

(0.034)

-0 000

(0.035)

INFLA 0.458

(0.580)

-0.323

(0.721)

-1.825—

(0.678)

-1.845”

(0.678)

POP 0.000”

(0.000)

0.000”

(0.000)

0.000

(0.000)

0.000

(0.000)

SEC -0.003

(0.080)

0.007

(0.067)

0.006

(0.068)

RISK 17.932*

(10.335)

9.054

(8.788)

9.234

(8.994)

IPR 10.526*”

(2.738)

23.322”*

(3.527)

25.523*”

(3.901)

IPRSQ. -3.510—

(0.739)

-3.563*”

(0.858)

IPRTRIPS 0.116

(0.919)

Constant 12.987

(19.377)

-27.797

(29.884)

-25.906

(24.833)

-26.758

(25.978)

N 125 83 83 83
2

R -adjusted 0.16 0.23 0.47 0.45

Significant at the 10% level. "Significant at the 5% level.
’"Significant at the 1% level.

protected from imitation, and therefore may shift to
licensing of delivery of their goods and services
rather than direct local production. Another possibil­
ity for the diminishing returns of IPR is that, beyond
a certain level, firms seek to use their market power
to exploit or dominate their markets (e.g., produce
little and sell at higher price to maximize their
profits) rather than expand the size of their market to
achieve both economies of scale and scope.
We also examined whether the TRIPS agreement
has contributed to PFDI inflows far and beyond
that of the pre-TRIPs era and the result is reported
in Column 4. The IPR’TRIPS variable is positive
but not significantly correlated with PFDI. This 

suggests that IPRs contribution to PFDI inflows
after 1995 is not significantly different from the
pre - TRIPs era (before 1995). This finding
supports the argument that strengthening IPRs
alone is not sufficient in and by itself to facilitate
PFDI inflows.

The positive significant effect of the population
variable (Columns 1 and 2) also shows that market
size is an important element in the MNEs invest­
ment decisions. The finding on population
supports Seyoum's (1996) results that population is
an important determinant of PFDI inflows. This
finding might also mean that MNEs are more
interested in market expansion rather than
dominating their markets or exploiting their
markets through their market power as advocated
by the anti-WTO agents. The investment climate
variable (RISK) is positive and significant (Column
2) indicating that the overall investment climate or
institutional environment of the host country
matters in the decision making process of MNEs.

Inflation is not significantly related to PFDI in
Columns 1 and 2. However, when we control for
nonlinearities between IPRs and PFDI, the results
show that inflation is negative and significantly
correlated with PFDI. This is not surprising
because foreign investors view high inflationary
levels as an indication of macroeconomic instabil­
ity and may be reluctant to invest in those situa­
tions. The policy implications of our study are
discussed next.

Policy Implications and Concluding Remarks

The findings of the study indicate that over the
past two decades, IPRs, market size and business
climate have been key determinants of PFDI in
SSA. These results have important implications for
firms seeking to invest in the region and
policymakers in SSA.

First, although strong patent protection is an
important variable for PFDI decisions, it needs to 

Pentvars Business Journal, Jan - March 2008 80



be complemented by other considerations,
including increased market access, growth rate of
the economy, and the overall investment climate.
Thus, from a policymaking perspective, IPRs must
be seen as an important component of the general
country conditions, including macroeconomic
stability, production incentives, investment
regulations, and above all an effective
infrastructure for enforcing the new intellectual
property laws.

Second, strengthening IPRs benefits not only the
patent owners, who are mostly foreigners, but also
the host county in terms of PFDI. Obviously, the
bigger challenge is not in just attracting PFDI, but
more importantly, how to utilize it in generating
the growth that is needed in the region to help
reduce poverty and income disparities. It must be
noted that PFDI's growth enhancing effect is
possible only when it stimulates domestic capacity
of the host country. Consequently, policymakers
seeking to strengthen their IPRs system must also
emphasize PFDI that generates externalities to the
local economy. As noted by Agosin and Mayer
(2000), PFDI has been more productive in Asia
than in other regions of the developing world
because Asian governments actively implemented
policies that discriminated in favor of foreign
investment that have positive effects on domestic
investment. The implication is that PFDI may be
more useful when the host country is able to
control, regulate, and direct PFDI into sectors that
generate externalities to the overall economy
(Rhagavan, 2000).

Third, the diminishing returns property of
strengthening of IPRs on PFDI suggests that
policymakers must recognize the benefits and
costs associated with IPRs and seek to balance the
interests of patent owners and users of intellectual
property. The challenge therefore is how to design
and implement the optimal IPRs strategy that will
promote the market expansion (serving more
markets) of MNEs rather than making the IPRs too
strong such that it grants producers excessive 

market power to exploit their markets. As
discussed earlier, excessive patent protection and
the excessive monopoly power will result in loss of
consumer welfare, because producers will be more
interested in maximizing their profits through
under-production and selling at a higher price.

Fourth, an important component of any program
to attract high-quality PFDI and promote
technology transfer is the development of a
competent indigenous technological capacity. The
ability to absorb new technologies can also
influence the flow of PFDI into a country. This
means that countries, in the region must invest in
education and training, which will help to
enhance the absorptive capacity of domestic firms
to improve their productivity and the effectiveness
of the IPRs system. Additionally, the effectiveness
of the IPRs system is dependent on not only how it
impacts the market structure but also innovation
and technology transfer. Accordingly, a practical
guide for SSA countries is the promotion and
development of local and national innovation
systems by supporting R& D, removing disin­
centives for applied R & D and its commercializa­
tion, and taking greater advantage of access to
technical information that exists within the global
information infrastructure (Maskus, 1998).

The literature we reviewed and our findings from
this study provide some important directions for
future research. First, future research should seek
to identify the optimal level of IPRs for SSA
countries to guide policymakers as to how they can
derive the maximum benefits from strengthening
their IPRs system. Second, strengthening IPRs
promote PFDI inflows and innovation, which are
necessary ingredients for growth, and therefore
more research needs to be done to asses the welfare
effects of PFDI.

In concluding, we argue that although there
appears to be strong reasons why least developed
countries, like those in SSA, should not strengthen
their IPRs (e.g., low level of R & D), the evidence of 
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this study indicates that SSA countries benefit
from strengthening their IPRs system through
increased inflow of PFDI. As a result, while it is
true that lower IPRs in the context of developing
countries facilitate imitation of foreign
technologies, developing countries can also
strengthen their IPRs in order to increase PFDI
and innovation by domestic firms. Finally,
strengthening the IPRs system must form part of a
coherent strategy and broad set of policies that
maximize the potential for PFDI inflows, promote
innovation, and overall economic growth in SSA.

References

Agosin, M. & Mayer, R. (2000). Foreign direct
investment: does it crowd
in domestic investment? United Nations Conference on
Trade and Development Working Paper No.146.
Geneva, Switzerland

Braga, P. A. and Fink, C. (1998). The relationship
between intellectual property rights

and foreign direct investment. Duke Journal of
Comparative and International Law, 19, 63-187.

Commission on Intellectual Property Rights (2002),
“Integrating Intellectual Property Rights and Develo­
pment Policy,” London.

Dunning, J. (1993). Multinational Enterprises and the
Global Economy, Wokingham: Addison -Wesley.

Ginarte, J. C. & Park, W. (1997). Determinants of patent
rights: A cross - national
Study. Research Policy, 26, 283-301.

Global Development Finance. (2005). Financial flows to
developing countries: Recent
trends and near-term prospects. Washington,
DC: World Bank.

Global Development Network Growth Databse.
http://www.nyu.edu. Accessed on
04/01/2007

Ismail, F. (2007). Aid for trade. An essential component 

of the multilateral trading system and WTO Doha
Development Agenda. World Economics, 8, 15-45.

Kobrin, S. (2005). The determinants of liberalization of
PFDI policy in developing
countries: A cross-sectional analysis,
1991-2001. Transnational Corporations, 14,
67-103.

Kondo, E. (1995). The Effect of patent protection on
foreign direct investment. Journal of World Trade, 29,
97-122

Leger, A. (2006). Intellectual property rights and
innovation in developing
countries: evidence from panel data. Proceedings of the
German Development Economics Conference, Berlin.

Lesser, W. (2002). The effects of intellectual property
rights on foreign direct investment and imports in
developing countries. IP Strategy Today, 4, 1-16.

Maskus, E. K. (1998). The role of intellectual property
rights in encouraging foreign direct investment and
technology transfer. Duke Journal of International Law,
9,
109-161.
Maskus, E. K. (2000). Intellectual property rights and
foreign direct investment. CIES Policy Discussion Paper
0022

Nunnenkamp, P. & Spatz, J. (2003). Intellectual property
rights and foreign direct Investment: the role of industry
and host country characteristics. Kiel Institute for
World Economics Working Paper No. 1167.

Park, G. W. & Lippoldt, D. (2003). The impact of trade-
related intellectual property
rights on trade and foreign direct investment in
developing countries. Working Party of the Trade
Committee, OECD TD/TC/WP (2002).

Political Risk Services Group (2006), International
Country Risk Guide. East Syracuse, New York.

Raghavan, C. (2000). Development: PFDI useful only
when hosts control, direct, and regulate. South North
Development Monitor No. 4621. Geneva, Switzerland.

Pentvars Business Journal, Jan - March 2008 82

http://www.nyu.edu


Sethi, D., Guisinger, S. E.» Phelan, S. E., & Berg, D. M.
(2003). Trends in foreign
direct investment inflows: A theoretical and empirical
analysis. Journal of International Business Studies, 34,
315-326

Seyoum, B. (1996). The impact of intellectual property
rights on foreign direct investment. Columbia Journal of
World Business, 31, 50-59.

Seyoum, B. (2006). Patent protection and foreign direct
investment. Thunderbird International Business
Rexdew, 48, 389-404.

Smarzynska, B. J. (2004). The composition of foreign
direct investment and protection of intellectual
property rights: evidence from Transition Economies.
European Economic Review, 48, 39-62.

United Nations Conference on Trade and Development.
(UNCTAD), (1999). Foreign

direct investment in Africa: Performance and potential.
New York: United Nations.

United Nations Conference on Trade and Development.
(UNCTAD), (2005). World

investment report 2005: Transnational corporations and
the internationalization of

R & D. New York: United Nations.

United Nations Conference on Trade and Development.
(2006), “World Investment

Report 2006: PFDI from Developing and Transition
Economies: Implications for

Development”, New York: United Nations.

World Bank (2007). World Bank list of economies.
Washington, DC: World Bank

World Economic Outlook (WEO) Database September
2000. http://www.imf.org

Accessed on 04/04/2006.

They can be reached on the following:.
Dr. Samuel Adams
Ghana Institute of Management and Public
Administration
P.O. Box AH 50 - Achimota

Email:sadamss2000@yahoo.com

Dr. John R. Lombard, PhD
College of Business and Public Administration
2089 Constant Hall
Old Dominion University
Norfolk, VA 23529-0218

About the Authors

Dr. Samuel Adams is a lecturer at GIMPA, while
Dr. John R. Lombard, PhD is with the College of
Business and Public Administration at Old
Dominion University.

Pentvars Business Journal, Jan - March 2008 83

http://www.imf.org
mailto:sadamss2000@yahoo.com

