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In_this study, 1 theoretically analyzed the effect of the intellectual
property rights in developing countries on vertical environmental technology transfer through
offshoring from final goods producer in developed countries to intermediate goods producer in
developing countries.

First, I found that the incentive of vertical environmental technology transfer comes form the
reduction of the intermediate goods price. | also found that the effect of lowering the price of
intermediate goods consists of a direct effect and an indirect effect. Intellectual property rights
in developing countries affects both direct and indirect effects through the adoption cost for
environmental technology of new entrants in the developing county. In the basic model, 1 found that
the intellectual property rights inhibits incentives for vertical environmental technology transfer.
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