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Abstract

The Relocation of ICT R&D Activities 
The conventional wisdom in scholarly research on globalization processes has, since the early 90s been on the one hand that there are strong limits to the high growth rates shown by the Asian Miracle, that these tigers do not really catch up the distance to leading economies. Adding to that, on the other hand, research on large international firms has shown that although they relocate production facilities globally they have been surprisingly non-globalized as regards their knowledge formation thus keeping the high profitable knowledge intensive segments of the value chain in the old industrialized economies. On the whole these conclusions have been repeated in recent research arguing that high-tech firms located in Asia tend to specialize in low profit and behind the frontier activities. The strong consolidation of international firms, it has been argued, also blocks the ambitions by Asian – not the least Chinese - firms to develop competitiveness on international markets.

Our paper challenges that view. Based on three sets of interviews we argue that Chinese firms are rapidly developing competence within the high end of ICT technology through an aggressive R&D strategy. Although our results are preliminary we can identify two directions of R&D flows in the ICT industry.  On the one hand, many Western incumbent ICT firms start to move more advanced R&D activities to developing regions, from outsourcing software contracts (e.g. to Indian firms), to FDI (like microelectronics labs in Taiwan and China) and/or under various forms of joint ventures.

On the other hand fast growing (often newly founded) high-tech firms from the emerging economies (e.g. Chinese ICT vendors and Indian software developers), after having successfully encroached market shares from foreign vendors at home and/or using the home market as an important “cash cow”, aggressively build up R&D labs in the advanced economies like USA and Sweden. These two streams – together with the size and high growth of Chinese ICT markets – which are advanced – create a global convergence of knowledge formation. Local conditions in the Chinese regions, network externalities, and the mobility nature of ICT technologies may contribute to this process.

This is a challenge, not only to the conventional wisdom among analysts, but also for the strategies for incumbent international firms now facing competition from the new actors on their home playground.

