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Abstract:

This paper is written jointly with Bjérn Arnarson, Magnus Buus and Georg

Schaur

We combine R&D survey data, Swedish and Danish register data,
MNE group information, firm-to-firm trade linkages, and a
plausibly exogenous policy reform that increases subsidies to firms'
employment related R&D expenditures to provide evidence for the
allocation of R&D activities among Swedish-Danish trade and MNE
partners.

We first show that Swedish firms increased their R&D
employment in response to the introduction of an R&D related tax
deduction. We then show that the R&D tax reform leads to a fall in
R&D employment among Danish MNE partners, but an increase
among Danish trade partners. We conclude that R&D policies
increase global research activities within trade networks, but
substitution across affiliates dampens the reform'’s effect on

research activity within MNE networks.



