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NOTE

As the focal point in the United Nations system for investment and
technology, and building on 30 years of experience in these areas,
UNCTAD, through its Division on Investment, Technology and
Enterprise Development (DITE), promotes the understanding of,
and helps build consensus on, matters related to foreign direct
investment, transfer of technology and development. DITE also
assists developing countries to attract and benefit from FDI and in
building  their  productive  capacities and international
competitiveness. The emphasis is on an integrated policy approach
to investment, technological capacity building and enterprise
development.

The term “country” as used in this publication also refers, as
appropriate, to territories or areas; the designations employed and
the presentation of the material do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United
Nations concerning the legal status of any country, territory, city or
area or of its authorities, or concerning the delimitation of its
frontiers or boundaries. In addition, the designations of country
groups are intended solely for statistical or analytical convenience
and do not necessarily express a judgement about the stage of
development reached by a particular country or area in the
development process. The reference to a company and its activities
should not be construed as an endorsement by UNCTAD of the
company or its activities.

The following symbols are applicable to tables:

e Two dots (.) indicate that data are not available or are not
separately reported. Rows in tables have been omitted in those
cases where no data are available for any of the elements in the
row;

e A dash (-) indicates that the item is equal to zero or its value is
negligible;

e A blank in a table indicates that the item is not applicable,
unless otherwise indicated,;




e A slash (/) between dates representing years, e.g., 1994/95,
indicates a financial year;

e Use of a hyphen (-) between dates representing years, e.g.,
1994-1995, signifies the full period involved, including the
beginning and end years;

e Reference to “dollars” ($) means United States dollars, unless
otherwise indicated;

e Annual rates of growth or change, unless otherwise stated, refer
to annual compound rates;

e Details and percentages in tables do not necessarily add to totals
because of rounding.

The material contained in this study may be freely quoted with
appropriate acknowledgement.
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PREFACE

Reflecting a broader trend towards the offshoring of
services, a number of developing countries are attracting
foreign direct investment in research and development.
Transnational corporations, including the ones headquartered in
developing countries, are selecting developing countries as
locations for such activities. With the offshoring of research and
development, firms aim to access the skills of new locations,
adapting products to local markets and reducing their costs, in
response to competitive pressures, technological changes and a
more liberal trade and investment environment. In particular,
information and communication technologies have had a
profound effect on the way economic activities, including
research and development, are organized, enabling firms to
allocate tasks on a global scale through intra-firm information
networks. At the same time, keeping up with new developments
in information and communication technologies is a major
challenge for developing countries wishing to accelerate their
economic development. How important is this relatively recent
phenomenon? Is it set to continue?

This publication aims to elaborate key issues related to
the trends towards globalization of research and development
and their implications for developing countries: What is its
development potential? How can the establishment of research
and development abroad affect the transfer of technology — one
of the main potential benefits from foreign direct investment?
What types of research and development are the most desirable
for development? What benefits and costs are involved and,
how can policies in home and host countries influence the
allocation of such activities and their economic impact?
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These questions were elaborated at the Expert Meeting
on FDI in R&D held in January 2005. This volume contains
written submissions presented by scholars and experts at the
Expert Meeting. The overview chapter is based on a note
prepared by the UNCTAD secretariat for the meeting. The
Chairperson’s summary of the discussion at the Expert Meeting
is also included, reflecting the diversified views expressed by
scholars and experts from governments. The issues addressed,
to mention a few, included the use of foreign direct investment
versus contractual channels in acquiring innovative capacities in
developing countries, the potential links of transnational
corporations’ research and development activities with the local
innovation systems of host countries, the likelihood of research
and development activities spreading to new developing
locations and, the kinds of host country policies that can
facilitate the diffusion of technologies from foreign affiliates’
activities to the local economy.

UNCTAD’s analysis of transnational corporations’
research and development activities in developing countries
benefited largely from the insights gained at the expert meeting.
The continuation and deepening of that analysis resulted in the
publication, in September 2005, of the World Investment Report
2005: Transnational Corporations and the Internationalization
of R&D (WIR05; UNCTAD 2005). The readers of this volume
may find in WIR05 a rich body of additional first-hand
information on trends in research and development, its
development impact and policy implications. Furthermore,
readers familiar with the WIR05 will also find interesting expert
opinions and additional case studies.
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