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Abstract

From Technology Acquisition and Absorption to International R&D Strategies – the Ireland Case

Context

Between 1990 and 2000, the value of international trade in goods and services between Ireland and the rest of the world, rose from 112% of GDP to 176%.  As well as a disproportionate share of trade Ireland secured a share of global mobile direct investment flows out of all proportion to its economic size – investment flows that underpinned a radical restructuring of Ireland’s industrial base.  The nature of competition, however, is changing.  New competitive conditions are demanding new strategies.  Global niche markets are replacing mass markets and customers want increasingly specialised products.  For both firms and governments technological and organisational capability and flexibility are now prerequisites.  

Strengths & Weaknesses

Foreign direct investment and trade links are still needed to access global technology and knowledge.  During the 1990s Ireland emerged as the dominant location for software investment in Europe with Microsoft, IBM, Oracle, Novell, Lotus and Corel establishing their European head offices.  Companies such as Intel also use Ireland’s skilled pool of programmers as well as undertaking major investment in hardware production.  Similar situations exist with regard to the major global players in areas such as pharmaceutical and medical devices.  

Despite Ireland’s strong export performance, its dependence on FDI has been associated with the use of imported rather than locally generated technologies. This is reflected in the very large deficit in Ireland’s ‘technology balance of payments’, which measures flows in knowledge and ‘disembodied’ technologies between countries.  This is compounded by Ireland’s comparatively low R&D intensity, as indicated by its relatively low level of business expenditure on R&D as a proportion of GDP.  

Policy & Institutional Implications

It has been recognised that Ireland needs to shift to a knowledge economy/systems of innovation policy approach with a major emphasis on internationally-focused and competitive R&D programmes and strategies.  In a ‘systems of innovation’ approach the focus is on the interaction between industry and the other components of the innovation ‘trinity’ – the Higher Education sector and the state or public research infrastructure.  Such a system needs be adequately resourced and the mutually beneficial relationships between all the players involved must be fostered and encouraged by government.  

R&D is supported by a major investment through National Development Plan 2000-2006.  The Government’s Research, Technological Development and Innovation (RTDI) strategy is based on the recognition that ‘there is a strong link between investment in the research and innovation base of the economy and sustained economic growth’.  The major aims of this strategy are to develop the intellectual infrastructure that will ‘root’ MNEs in Ireland in the medium–long term while making indigenous firms internationally competitive.  Doubts however remain with regard to the scale of spending required and whether the results can be commercialised in a small country context.  
