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Economics of Intellectual Property Rights

Â The most important recent event in the 
evolution of norms in the field of intellectual 
property protection was the conclusion of 
the Agreement on Trade-Related Aspects of 
Intellectual property Rights (TRIPS), as a 
part of the Agreement Establishing the 
World Trade Organization  ( WTO ).

Introduction:



1. World Intellectual Property Organization (WIPO)

ÈThe institutions that coordinate IPR protection on an 

international level: 

2. World Trade Organization (WTO):

. Through theTrade Related aspects of Intellectual Property Rights 

(TRIPS), 1995



Â Patents

Â Copyright

Â Trademarks

Â Geographical Indications

Â Industrial Designs

Â Layout Designs of Integrated Circuits

Â Undisclosed Information (Trade Secrets)

ÈTRIPS covers seven types of IP:



Â Intellectual property was early recognized 
that in free market economy, patent 
protection provides the necessary incentive 
to invent, to disclose the invention to invest 
in the commercial development of the 
invention and to motivate others to add to 
the store of human knowledge by designing 
around the parented invention.

The Effect of Intellectual Property Rights System Support

On Development of the invention :



The Effect of Intellectual Property Rights protection
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Costs of IPR Protection:

ÁPrice increased on protected goods (consumption inefficiency)

ÁPossible discouragement of innovation through stifling competition 

(production inefficiency)

ÁNet losses of employment and profit in industries benefiting from lax 

protection

ÁBureaucratic costs (legislative, enforcement, financial and technical)

ÈCost and Benefit of IPR protection:

Benefits of IPR Protection:

ÁEncouragement of innovation via monopolistic rents

ÁIncreased supply and diffusion of technology in developing countries 

hence boosting productivity and competitiveness

ÁPotential expansion of FDI

ÁIn some countries: consumer protection



The Effect of Intellectual Property Rights On investment of 

multinational corporation

( Cost & Benefits )
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Â Logic behind IPR

Purpose:

ÅIPRs are designed to enable inventors and designers to appropriate 

the returns from their efforts. IPRs attempt to prevent ñfree riderò 

behavior by ensuring that the benefits created by innovation are 

internalized by the company responsible for it

ÅIP once created becomes a ñpublic goodò, i.e. can be used by any 

number of people without imposing costs on each other and so it 

should be exploited as long as it generates positive returns.



The Effect of Intellectual Property Rights protection 

(The monopoly position of the IPR holder )
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Â Why has IPR gained increased importance recently?

üSome developed countries have had IP legislation protecting 
the interests of domestic inventors for a long time, but in most 
countries this has not been a high domestic policy priority. 

ü Technological progress and the enormous increase in world 
trade over the last few decades have encouraged many 
developing countries to undertake large scale copying of 
research intensive products and creative works, and such 
activities been accommodated by their low levels of protection 
of IPRs. 

ü The growing importance of developing country production 
and markets has encouraged companies in developed countries 
(and the United States in particular) to try to enforce IPRs 
outside their domestic economies



Optimal degree of protection:

Marginal Cost to consumers from protecting IPR = Marginal Benefit to 
inventors and creators

ï Marginal Benefit for developing countries is lower than in Developed countries 



Protection gains:

- Implications depend on two variables:

- Countries with small markets and low innovative capacity 

gain little because they have little to protect.

1. Market 

size

2.Capacity for innovation.



The research reached some important results, which 

are represented in the following:

Â Illegal Intellectual property is holding back growth of 
the legal market for intellectual property, depriving 
regional economies of thousands of jobs, millions of 
dollars in potential tax revenue, and needed investment 
in new technology companies and products.

Â Improvements in legislation and enforcement 
practices, coupled with a partnership between private 
Intellectual property holders and public enforcement 
agencies, could dramatically reduce piracy and capture 
the economic benefits of this potential growth.


