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5. Summary and conclusion

The literature that searches for R&D spillover has sug-
gested that the return on investment in new technology
is not confined within the performing countries, but that
some benefits spill over to foreign countries with rela-
tively strong economic ties. Consequently, international
knowledge spillover could offer growth opportunities to
developing countries that do little, if any, R&D activity, pro-
vided that they develop significant absorption capabilities
in order to reap the subsequent benefits.

This paper asked how and why some developing
countries may exhibit stronger absorption capabilities of
knowledge spillover (rather than rent spillovers) than
others. The main contributions to the North–South R&D
spillover literature are threefold. First the paper consid-
ered two of the many diffusion channels, namely imports
and FDI. Second, it considered additional sources of het-
erogeneity that have been proven to play a significant role
in technology spillover among developed countries, e.g.
economic and social institutions. Last, the paper used an
improved panel cointegration technique that was not fully
worked out a decade ago.
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