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Abstract 

In the 2000s, foreign direct investment (FDI) has deepened the integration of many regions in 

Latin America in global production networks. Given the growing interest in multinational 

enterprises’ (MNEs) potential role in addressing the subcontinent’s disappointing innovative 

performance, this article explores regional patenting patterns in Brazil, Mexico, and Colombia 

during 2003-2012 based on a unique regional-level dataset. The analysis ‘augments’ the 

knowledge production function approach to account for diverse regional conditions, 

heterogeneous FDI projects, and inter-regional knowledge flows. The results show that the 

interplay of regional factors and inputs from MNEs acting as “global knowledge pipelines” shapes 

regional knowledge creation in these three Latin American economies. Regional human capital 

plays a crucial role as an input to knowledge production. Our findings shed light on the necessity 

to take into account the heterogeneity of MNE subsidiaries: While in Mexico and Brazil the total 

count of investment projects acts as a strong predictor of levels of knowledge creation, in 

Colombia strong evidence of such a link is only identified for the most knowledge-intensive 

subsidiaries. The comparison between greenfield and M&A projects shows that the link with 

regional patenting is stronger for M&A projects, suggesting that higher embeddedness of M&A 

projects may facilitate knowledge spillovers to local agents. Inter-regional knowledge flows 

operate predominantly within macro regions in Brazil and Colombia. Mexico’s innovation system 

appears highly fragmented, with no evidence of inter-regional knowledge spillovers. Our findings 

are based on patent applications with guaranteed involvement of domestic citizens.  
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