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SUMMARY 

The rapid increase in global trade which characterizes the current wave of globalization promises 

economic prosperity, especially for countries with good soft and hard infrastructures, and 

macroeconomic conditions. This has spurred a strand of literature examining the factors that 

enhance or hinder a country’s participation in cross-border trade or its ability to gain the economic 

prosperity associated with cross-border trade. This dissertation makes a direct contribution to this 

literature by focusing on three related, but self-contained essays. Hence, while Chapter 1 of the 

thesis presents the general motivation and background of the three empirical essays, Chapter 2 

examines how capital controls affect a country’s export activities. To address this question, I exploit 

variation in capital control across countries and variation in external finance dependence across 

industries. Results from the analysis indicate that capital controls adversely affect exports, with the 

effect being higher in sectors that depend more on external finance. One of the major takeaways 

from the chapter is, therefore, that a country’s industry composition can shape the effect of capital 

controls in the local economy, with capital controls tending to lead to comparative disadvantage in 

external finance dependent sectors. Hence, a country specializing in sectors that depend extensively 

on external finance may do well for itself by avoiding policies that restrict cross-border capital 

flows especially when the domestic credit market is underdeveloped. 

 

Chapter 3 examines how imported intermediate inputs affect exported variety across manufacturing 

industries in Africa. It also examines the role of absorptive capacity in shaping the nature of this 

relationship. Results from the analysis show strong evidence of a positive relationship between 

imported intermediate inputs and the variety of exported products. The results also show that the 

positive effect of imported intermediate inputs on the variety of exported products tends to depend 

on industry's absorptive capacity, especially when the intermediate inputs are sourced from 

advanced countries, which may be reflective of their high-embodied technology content and the 

technological capacity gap between manufacturing industries in Africa and those in the advanced 

countries. Hence, while the results show that imported intermediate inputs are essential source of 

manufacturing industry upgrading in African countries, the finding that absorptive capacity is a 

pre-requisite for reaping the benefits of imported intermediate inputs from developed countries 

brings to front the options policy-makers in Africa must be aware. That is, sourcing inputs from 

other developing countries requires little additional absorptive capabilities to be built (if need be), 



while sourcing inputs from advanced countries requires intensive investments in building 

absorptive capacities. 

 

Chapter 4 examines how patent enforcement affects the quality of exported products. I identify the 

effect of patent enforcement on product-quality by exploiting the variation in patent enforcement 

across countries and the variation in R&D-intensity across industries (as a measure of an industry’s 

dependence on patent enforcement). Results from the chapter shows that R&D-intensive industries 

export higher product qualities in countries with more effective patent enforcement relative to those 

industries in countries with lower patent enforcement levels. In which case, countries seeking to 

specialize in the production and export of higher quality in R&D-intensive sectors require effective 

patent enforcement as a means of encouraging technology exchange and investment in those 

sectors.  

 

Overall, the findings of the thesis suggest that national policies and institutions matter for cross-

border trade, but sector characteristics and a country’s idiosyncrasies can either reinforce or 

attenuate the effects of policies and institutions on trade. The concluding remarks, policy 

implication and limitations of the thesis as well as areas for future research are presented in Chapter 

5. 

  




