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Summary 
Despite its growing prominence on the global policy agenda, innovation has received relatively little 
attention per se as a self-standing all-encompassing issue in the context of the multilateral trading 
system. The continued relevance of the multilateral trading system rests on its ability to respond to such 
new and emerging policy objectives.  

The interaction between innovation and trade is a two way process. On one hand, trade liberalization 
and investment flows contribute to technology diffusion and innovation. On the other hand, the 
strengthening of national innovation capabilities improves a country’s ability to engage in and benefit 
from the international trading system. In this context, domestic policies and measures to promote 
innovation need to be consistent and compliant with multilateral trade rules and disciplines. 

Relevant Questions 
•  Is innovation as an overarching policy objective of every national government and of most private or 

public sector firms addressed adequately by current WTO agreements?  
•  Do WTO rules facilitate or constrain progression up the value chain?  
•  Is the WTO regime well adapted to the knowledge economy and the digital environment?  
•  Does the WTO regime provide adequate policy space for countries, developed, developing, and least 

developed, to pursue innovation?  
•  What additional actions should future WTO provisions embody to support global and national 

innovation efforts?  

Moderator 
Carlos A. Primo BRAGA, Director of The Evian Group@IMD; Professor of International Political 
Economy, IMD 

Co-Moderator 
Ricardo MELENDEZ-ORITZ, Chief Executive, International Centre for Trade and Sustainable 
Development (ICTSD) 
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Panel Discussion 
John CURTIS, ICTSD Senior Fellow & Founding Chief Economist, Department of Foreign Affairs, 
Trade and Development (DFTAD), Canada  

ICTSD and The Evian Group@IMD held their 2013 WTO Public Forum session in the context of a 
broader event organized in the framework of the E15 initiative. This initiative aims to strengthen the 
multilateral trading system by providing new responses to current global challenges: the rise of 
emerging powers, the deadlocks in the Doha negotiations, and the proliferation of regional agreements; 
continuous global warming; mounting hunger as a result of unsustainable food supply patterns natural 
resource scarcity; and fundamental changes in the conduct of services and manufacturing trade. Its 
Trade and Innovation Expert Group, led by John Curtis and co-convened by Pedro Roffe (ICTSD) and 
Carlos Braga (The Evian Group@IMD) gathers together trade economists, lawyers, academes as well 
as representatives of international organizations and NGOs. The E15 Expert Group on trade and 
innovation is to “think about how to revitalize aspects of the world trade organization and some of its 
regional groupings (such as TPP) or offer new approaches to how to reshape and rethink a new global 
network, unrelated or indirectly related to the WTO, to capture the importance of innovation in a world 
that has so rapidly changed and is so rapidly changing” John said. The added value of this working 
group is to approach trade and innovation holistically when the two issues are usually treated 
distinctively and in a silo-oriented approach. 

John further questioned the WTO’s relevance in today’s world. “The TRIPS agreement (dated 1995) 
and related developments since them are history. They are not up to date and are of limited interest to 
business what so ever. However, worrying about innovation is relevant to societies as a whole, to its 
stakeholders, governments and to firms independently of their size” he said.  

John concluded by emphasizing the role of the firm in the global trading system. “The global business 
community, the global commercial relationship and the role of the firm have become part of the 
international trade theory. How the firm innovates, and what its concerns are, are also part of the 
relevant background to thinking about trade and innovation” he stated. 

 

Keith MASKUS, Professor and Associate Dean, College of Arts and Sciences, University of Colorado 
Boulder  

Keith first congratulated the WTO for organizing a Public Forum on trade and innovation, when its rules 
have not been updated in a way that would better reflect the current realities of the world economy. “It 
is terrific to have this dialogue under way” he said. 

Addressing the relationship between innovation and intellectual property rights (IPRs), Keith stated:  

after hundreds years of patent systems being put in place and reformed whether 
unilaterally or multilaterally, we really do not have any definitive evidence about 
how IPRs actually do influence the act of innovation. It is hard to measure 
innovation fully in a way that lends itself to statistical analysis. However, patent 
application studies have shown that when an emerging economy or developing 
country reforms its patent system in a way that provides stronger rights, it results in 
the short run in many more patent applications being registered by international 
companies seeking to transfer technologies to those countries. 

The impacts of TRIPS and FTAs on innovation and technology transfer are identically very difficult to 
measure. Even though Keith believes that the TRIPS agreement has been a positive factor for 
technology transfer to emerging countries overall and to local innovation in some cases, showing 
causation is very difficult. Additionally, there are very few studies of whether FTAs, Partnership 
Agreements and bilateral investments treaties (BITs) have affected innovation in partner countries 
through the use of IPRs.  
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The growth of global innovation networks (GINs) is a new element emerging in the trade and innovation 
scheme. They are becoming increasingly important and maybe even dominant forms of technical 
change and learning. Emerging economies will have to adapt their environment for innovation in order 
to enter these networks, which will be increasingly important for their development. Similarly, the WTO 
agreements, as well as FTAs, will need to adapt to these paradigm shifts. One area which will need to 
be further developed for example is the mobility of skilled research and managerial workers. The 
introduction of a plurilateral “innovation zone” with ten-year work and circulation visas would facilitate a 
broader “brain circulation” to link together research and innovation networks.  

To conclude, Keith raised what he considers the real long-term question, which is how to position the 
WTO system as a set of rules that actually facilitates international innovation research networks and 
improves access to fundamental knowledge. According to him, this may require a stand-alone 
agreement on technology, knowledge and innovation. 

 

Jake COLVIN, Vice President, Global Trade Issues, National Foreign Trade Council (NFTC) 

Jake concentrated on how the NFTC member companies innovate, what they need to further innovate 
in the current global and modern world economy, and how and where they invest.  

Companies are demanding an effective ecosystem for innovation. The first set of policies they ask for 
relates to legal and regulatory certainty. As IPRs are at the cornerstone for innovation, an effective 
framework for property rights protection and enforcement needs to be further developed. 
Fundamentally, the confidence that one’s ideas will be protected and that returns will be generated from 
investment is fundamental to businesses and to how and where they decide to do business. 

Even though trade rules can certainly help foster modern IP frameworks, facilitate market access for 
goods, services and ideas and help to ensure transparency, there is nothing in the WTO agenda that 
captures those trends. Even more, there are no prospects for active negotiations under the WTO 
umbrella for the moment. Jake wondered where new rules and disciplines would be created, and where 
reasonable discussions on trade and innovation could take place. He put forward four suggestions:  

1) To update the trade in services agreement (GATS);   

2) To emulate the experience of APEC, which released a set of innovation principles in 2011 with 
implementing guidance;  

3) To advance WTO’s research and education function, exploring how to revitalize the e-commerce 
work programme; 

4) To explore plurilateral innovation agreements. 

 

Carsten FINK, Chief Economist, World Intellectual Property Organization (WIPO)  

Carsten opened his statement by quoting Paul Krugmann, “in the long term, productivity isn’t everything 
but is almost everything.” He added that in the long term as well, innovation is the fundamental driver of 
trade. Never before has the world economy invested so much in innovation and never before have 
there been so many countries at the cutting edge of technology.  

In the last twenty years, innovation has gone through an important set of changes. First, global R&D 
expenditures almost doubled in real terms between 1993 and 2010. Companies investment in 
intangible assets have grown more rapidly than in tangible assets; in selected countries, as in the UK 
for instance, firms even invest more in intangible than in tangible assets currently. Second, innovation is 
no longer the prerogative of high-income countries. Middle- and low-income economies have increased 
their share of global R&D expenditure by 13% between 1993 and 2010. China accounts for most of this 
increase - more than 10% - propelling itself to the position of world's second largest R&D spender in 
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2009.  Third, innovation is increasingly international in nature, as measured by the increase in the share 
of peer reviewed journal articles with international co-authorship and the share of patents with 
international co-applicants. Fourth, new forms of collaboration have emerged and have led many 
scholars and companies to talk about “open innovation,” whereby firms strategically manage inflows 
and outflows of knowledge. 

According to Carsten, a richer and more diverse innovation landscape can only be welcomed, 
especially when one looks at innovation as a global public good. A new technology that makes solar 
cells more efficient can lead to energy savings throughout the world, regardless of whether that 
technology was invented in Boston, Berlin or Beijing. To sustain economic growth and address the 
large number of social and environmental challenges that confront us, the more innovation takes place 
in a greater number of countries, the better for everyone. At the same time, innovation leads to shifting 
patterns of comparative advantage and can affect global trade and competition. In some cases, 
innovation leads to less trade. For example, nitrate – a natural fertilizer – was one of Chile’s most 
important export commodities until the early 20th century when German scientists discovered synthetic 
fertilizers that could be produced more cheaply – essentially putting Chilean producers of natural nitrate 
out of business.  

To conclude, Carsten stated that innovation and trade regulation were better addressed multilaterally 
as their related matters affect all countries. According to him, international cooperation can help 
economies to remain open and to establish a set of rules that allow governments to manage change in 
a way that minimizes hardship and harnesses new opportunities that present themselves in the course 
of change. 

 

Ricardo MELENDEZ-ORITZ, Chief Executive, International Centre for Trade and Sustainable 
Development (ICTSD)  

Regarding the nexus between trade and innovation, Ricardo reiterated three main points: 

1) the norms of innovation have undergone dramatic changes over the past decade;  

2) the globalized nature of today’s economy, including the digital economy, both exacerbates 
asymmetries in innovation capabilities (and inequity) and provides new opportunities for 
innovation; 

3) the innovation process is increasingly organised in global networks and value chains across 
national borders; in this context modalities for technology development and acquisition have 
dramatically changed.  

In addition, we now know that interaction between innovation and trade is a two way process. On one 
hand, trade liberalization and investment flows contribute to technology diffusion and innovation. On the 
other hand, better innovation capabilities improve a country’s ability to benefit from the international 
trading system. Some of the policies adopted by developed and developing countries to promote 
innovation are of a discriminatory character. And, we know that one-size-fits-all is not necessarily 
enabling of innovation. Still, against this backdrop, the WTO lacks a holistic approach to innovation. 
Furthermore in the field of IP, irrespective of TRIPS, convergence among countries, including OECD 
economies, has taken decades and is still work in progress (e.g., the case of EU with patent 
harmonization). When this has taken place it is first by developing the necessary intangible assets that 
need to be protected and internationally exchanged and supported by well-established institutions, 
regulatory bodies of high standing (e.g., DFA in the USA in the case of regulated products such as 
pharmaceuticals), solid adjudicatory bodies and academic institutions. 

According to Ricardo, on new issues such as climate change, innovation can be the result of command 
and control policies (e.g.: mandates on cleaner liquid fuels or car emissions) and successful 
international cooperation, that act in a mutually supportive manner. For instance, agreement towards 
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the Kyoto Protocol in 1997 led to low energy products spurred all over the planet, a market for carbon 
emissions was created, and from 1997 to 2007, an annual spike of 20% in clean energy patent filings 
was quantified. 

 
Q&A session 
To the question “where would there be consensus among the WTO members, when, and on what 
subjects?”, the panel answered that for the moment, no consensus can be reached as the WTO 
functions in a silo-oriented process. However, at a certain point in time, it is believed that crises will 
beget change. The WTO members are well aware that without a revised agenda with new items to be 
discussed, the question of relevance is going to become a critical issue. 

When Carlos Braga, during a roundtable held at IMD, asked CEOs of major MNCs what word first 
came to their mind when they heard “WTO,” one word often came out: “frustration”. In order to gain 
interest from the private sector, WTO members need to come out from Bali with a robust agenda that 
recognizes the need to explore new areas, such as the digital economy. 

The concept of “innovation ecosystem” is important as innovation is the result of a number of factors, 
such as education, the information environment and infrastructure, the availability of knowledge and IP 
protection, the ability to commercialize the products of innovation, and the ability to finance the entire 
ecosystem. Additionally, a competitive environment is needed for incentivising innovation. Which of the 
WTO agreements can contribute to promoting this ecosystem? The panel came back on the fact that 
the role of the WTO is to provide a stable policy environment favourable to innovation. However, the 
fact that new areas such as brain circulation and implementation of regulation on the research and 
innovation processes need to be explored was again reiterated. 

A question related to the role of governments in the process of innovation was raised: are they a barrier 
to innovation and change? What effective contribution can they make in the framework of the WTO? 
According to the panel, governments, in cooperation with the private sector, are to keep markets as 
open as possible and competition as robust as possible. National policies, be they economic, fiscal, or 
related to education, are relevant to how knowledge is created and transferred. 

The point was also made that trade and innovation are not solely a question of productivity but of 
development as well. The human capital dimension is fundamental to innovation. Brain circulation 
critically needs to be addressed and enhanced. It was noted that in the 1990s, 25% of the start-ups in 
Silicon Valley were co-founded by immigrants.  

 
Conclusion 
A robust and balanced IPRs framework as well as enhanced access to goods, ideas, capital, people 
and services are important for companies’ ability to drive innovation and for society at large to benefit 
from such innovation. Enabling information and internet services to flow across borders, encouraging 
cross-border collaboration and research and revising migration policies to facilitate the movement of 
human capital around the world is critical. For the time being, the WTO is not well-equipped to address 
those issues as it works in a silo-oriented process, agreement by agreement. However, as a multilateral 
trading system, it has the capacity to host the new issues that should be addressed in a multilateral 
format. The WTO agenda to come out post-Bali will tell us whether the WTO is ready to modernize its 
approach on trade or if new issues are to be pursued by other international organizations.  
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