
 

   

 

Policy Brief: Cross-Border Technology Investments in Recession 

Highlights 

- R&D-intensive foreign direct investment (FDI) is highly sensitive to economic 

recessions, requiring targeted policy support. 

- Institutional quality, regulatory frameworks, and financial development play critical roles 

in sustaining cross-border technology investments during downturns. 

- Policymakers must foster innovation, entrepreneurship, and tailored support for high-

tech industries to enhance economic resilience. 

Summary 

The paper "Cross-border Technology Investments in Recession" explores the 

challenges faced by multinational corporations (MNCs) in maintaining R&D-intensive 

investments during economic downturns. The study highlights the importance of strong 

governance, innovation ecosystems, and financial support in mitigating the impact of 

recessions on technology-driven FDI. Proactive policies are necessary to sustain 

technological growth and economic competitiveness. 

What’s the Issue? 

Economic recessions significantly disrupt cross-border technology investments, 

particularly in R&D-intensive sectors. Prolonged downturns lead to reduced FDI due to 

increased transaction costs, regulatory weaknesses, and limited access to financial 

resources. Policymakers must address these challenges to safeguard technology 

investments and drive long-term economic growth. 

Why Is This Important? 

Cross-border technology investments are vital for: 

- Sustaining innovation and technological advancement. 

- Driving economic growth and competitiveness. 

- Building resilience against future economic crises. 

By addressing the unique challenges of R&D-intensive FDI during recessions, 

policymakers can foster sustainable development and maintain global economic 

leadership. 

What Should Policymakers Do? 

Policymakers should implement the following strategies to support cross-border 

technology investments during economic recessions: 



 

   

 

1. Incentivise R&D Activities: Implement tax credits for research and 

development. Provide grants, subsidies, low-interest loans and public-private 

partnerships to support innovative projects. Simplify administrative processes by 

reducing bureaucratic hurdles to create a more conducive environment for R&D 

investments.  

2. Enhance Institutional Quality: Strengthen legal frameworks, ensure 

transparent governance, improve regulatory stability, and promote financial 

sector development to enhance access to capital for R&D-intensive industries.  

3. Foster Innovation and Entrepreneurship: Establish innovation hubs and 

incubation centres, encourage industry-academia collaborations to drive 

technological advancements, and create flexible regulatory environments that 

support experimental and adaptive ventures.  

4. Provide Targeted Support for High-Tech Industries: Develop sector-specific 

incentives, fund high-tech clusters, support joint R&D projects, promote digital 

transformation initiatives, and invest in workforce training for advanced 

technological skills. 

5. Promote Strategic Adaptation: Create adaptive policies that respond to 

evolving economic conditions by fostering creative destruction and leveraging 

business-friendly environments during simultaneous recessions to sustain FDI 

flows. 
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