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IN THIS ISSUE:  We look at innovation and how trade agreements impact this process. 
Does opening our economies to more competition trigger more innovation, or  does it drive  
innovative activities to more developed economies? What can trade negotiators include in  
trade agreements to not just protect ideas, but also stimulate new business ideas to produce  
profitable outturns? 

WHAT IS INNOVATION?  
From Joseph Schumpeter to Richard Branson, there have been differing ideas about innovation. From a 
layman’s perspective, innovation refers to the creation of a unique product or process, whether it is 
brought to market or not. Needless to say, little wealth can be created from a new idea unless it is 
commercialized.   
 
How can anyone gain an accurate picture of innovation taking place in a country? One approach 
suggests that the focus be placed on the number of new patents registered with the national patent 
office. However, another approach rejects this view because many ideas created in developing 
economies in particular, are not registered. Regardless of what may be the theoretical underpinnings of 
innovation, the fact is that it is perceived differently by entrepreneurs here in the Caribbean than others 
elsewhere. Being “nano firms”, i.e. micro firms in micro economies, many Caribbean companies believe 
they are faced with various challenges which undermine the profitability of bringing innovative 
products/services to market.  
 
There’s one view which says the environment first needs to be right for “normal business operations” 
before you can start talking about innovation. Many Caribbean firms are robustly against innovation 
because it introduces new forms of risk to their “stable” business operations. On the other hand, those 
who live from innovating say a few basic conditions are important for innovation, even in hostile business 
environments like those in the Caribbean. They mention the following:  
 

(i) having Caribbean CEOs who are willing to facilitate the process and tolerate new things 
which sometimes result in failure and short term losses;  

(ii) having a flat organizational structure which promotes broader base innovation -  i.e. 
community innovation vs. hierarchical innovation. This means Caribbean firms need to 
review their organizational structure; and  

(iii) (iii) Caribbean entrepreneurs should hire attitudes and continuously teach skills. 
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It is globally recognized that Micro Small and Medium Sized Enterprises (MSMEs) are the main sources 
of innovation. Larger firms are usually constrained by rigid corporate processes and tend to acquire the 
innovation of smaller firms. One thing, however, is clear; innovation is not an easy process for the largest 
firms to capitalize on. Is it therefore more challenging for a usually cash strapped Caribbean “nano firm”? 
 
ARE CARIBBEAN FIRMS INNOVATING ENOUGH? 
There are really no reliable statistics on innovation across the Caribbean; therefore, the extent to which 
regional firms are innovating is not known. However, based on anecdotal evidence, Caribbean firms 
seem to be no less innovative than any other region of the globe. Various innovations are apparent 
including new marine attractions such as Dolphin Cove in Jamaica; new tea bag products  made from 
indigenous Caribbean themes such as sorrel, ginger and cerasee;  nutraceuticals made from a wide 
range of products including noni; banana ketchup; reggae/dancehall music and other creole music forms; 
furniture made from Liana cane in Guyana; aromatherapy products such as marijuana and coffee 
candles; salad dressings using Caribbean flavors such as passion fruit; sweets such as the famous 
“tamarind balls” spiked with rum; sorrel squash; jerk sausages; indigenous pain relievers such as the now 
US Department of Agriculture-certified Nutmed from Grenada; indigenous fashion  accessories; chips 
including plantain, banana, dasheen, breadfruit and bammy (made from cassava); indigenous jams/jellies 
including june plum (a.k.a golden apple); pepper sauces; environmental products such as a new 
biodigester septic tank that produces renewable energy from waste; books (Caribbean content, including 
websites, music etc); festival products such as carnival and a myriad of costumes, etc; blended rum with 
almost every Caribbean country having a flagship national brand; software systems (including payroll 
software/fixed asset registers/workflow management systems) and new public transportation software.  
 
Two Jamaican Case Studies: 

Fire Stream Media Distribution System (FSMDS):  an integrated visual and data distribution system which 
seeks to extend the reach of distance learning in developing countries. The FSMDS is billed as a new 
solution for delivering voice, video and data for mass communication in places where Internet is not 
easily or cheaply available. "What we have sought to do," explained David Cassanova, one of the three 
co-inventors, "is to use what is most available in Jamaica, the cell phones and the TV set, and fuse both 
technologies."  
 
The FMDS technology is being used by the Jamaica News Network in the area of cable broadcasting. 
The University College of the Caribbean plans to test the system to deliver two new degree courses 
under its distance education programme. Cable and Wireless Jamaica Ltd. will provide classroom 
support by sending content to cell phones, while a television link facilitates real time interaction between 
students and teachers anywhere. 
 
The second case study involves Georgia Jefferson, a traffic engineer by profession. She developed a 
non-chemical process for the preservation of juice and drinks using a widely available local fruit. Her 
process has been in commercial use since 2004.  

 
Both firms emerged from Jamaica’s Scientific Research Council’s (SRC) programme on innovation and 
creativity which was launched in 1988 and led to the establishment of a National Inventors and 
Innovators Association. The SRC, a government agency, promotes pioneering work across a range of 
sectors with the goal of harnessing innovative science and technology for national growth. In addition, 
Jamaica’s innovation system includes a Food Technology Institute (under the SRC) and a Technology 
Innovation Centre (basically an incubation facility).  
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Despite having a host of inventions and some level of innovation infrastructure in some CARICOM 
member states, the region continues to be a “duopoly” depending mainly on energy and tourism for 
survival and growth. So that while there is much innovation taking place in the region, there is still little 
conversion to sustainable products/services on the market. Whilst this process of low business 
convertibility of innovation is not unique to the region, the state’s use of resources in this process is 
inefficient compared to the developed world, where business enterprise research and development 
(BERD) is the main source of innovation financing.  
 
In short, it is inefficient for the region’s state to subsidize research that is not being converted to 
commercial use inside or outside the region. Put another way, Caribbean businesses tend to 
commercialize their own research more effectively than they commercialize research undertaken by the 
government. An obvious question arises: should the region look at providing firms directly with more R&D 
grants than providing government researchers with more resources to carry out research on the behalf of 
the private sector? It is important, therefore, to evaluate the region’s National Innovation Systems in 
relation to those of the world’s leading innovation economies. 
 
NATIONAL INNOVATION PROGRAMMES 
In the United States of America, the Small Business Innovation Research & Small Business Technology 
Transfer Programme (SBIR/STTR) stimulates technological innovation in the private sector by: (1) 
strengthening the role of small business concerns in meeting Federal research and development needs; 
(2) increasing the commercial application of federally supported research results; and (3) fostering and 
encouraging participation by socially and economically disadvantaged persons and women-owned small 
businesses in technological innovation. 
 
The primary objective of the SBIR/STTR Programme is to increase the incentive and opportunity for small 
firms to undertake cutting-edge, high risk, high quality scientific, engineering, or science/engineering 
education research that would have a high potential economic payoff if the research is successful. The 
STTR programme further expands the public/private partnership to include joint venture opportunities for 
small businesses and non-profit research institutions. This programme expects synergism in the 
proposed research. A team approach is required in which at least one research investigator is employed 
by the small business concern as the Principal Investigator and at least one investigator is employed by 
the research institution as the Research Institution Investigator. The STTR requires researchers at 
universities and other research institutions to play a significant intellectual role in the conduct of each 
STTR project. These university-based researchers, by joining forces with a small company, can spin-off 
their commercially promising ideas while they remain primarily employed at the research institution. The 
SBIR/STTR Programme typically solicits proposals in the following areas: Advanced Materials and 
Manufacturing; Biotechnology; Chemical-Based Technologies; Electronics; and Information-based 
Technologies.  
 
According to a recent Research & Markets/Productscan report,  6.2% of US food products and 7.3% of 
beverage products which were launched in 2004 were the result of innovation. The report also concludes 
that with product launches down over 24% in 2004 compared to 2003, it was not a great year for dairy 
products overall. The report further concludes that the cheese category was particularly hard hit with 
introductions down by over 35%. It predicted that grain-based products such as bread and cereal would 
be popular in 2005, after a recent study found consumption of whole grains was associated with weight 
loss. Alcohol beverage introductions were down about 4% in 2004 compared to 2003, though fortunes 
varied widely. Wine had the best year by far with launches up over 20%. 
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Finland has fundamentally shifted its economy from being natural resources-based to knowledge-driven. 
This northern European country is aiming to raise the GDP (gross domestic product) share of R&D to four 
per cent by 2010. The justification for this increase in spending is that funds are focused on targets of 
primary relevance to the economy, other societal development and citizens' welfare. In its policy report 
'Science, Technology, Innovation', published in summer 2006, the Science and Technology Policy 
Council put forward a programme which combines the contentual, financing and structural development 
objectives of research and innovation. According to the annual innovation survey of Statistics Finland, 
during the period from 2002 to 2004, 43 per cent of all enterprises had innovation activity; 30% had 
product innovations and 28% process innovations. Over the said time period, half of manufacturing 
enterprises had innovation activity; 34% had product innovations, 31% process innovations and 32% had 
projects aimed at innovations. Altogether, 14% of manufacturing enterprises had all of these, i.e., product 
and process innovations and innovation projects. 
 
In Canada, the Canadian Foundation for Innovation (CFI) manages two major innovation programmes. 
The New Initiatives Fund (NIF) seeks to support infrastructure initiatives (including state-of-the-art 
equipment, buildings, laboratories, and databases required to conduct research) and enable institutions 
and their partners to develop capacity in promising areas of research or technology development, as well 
as improve their research competitiveness and international leadership. Through the NIF, Canadian 
institutions propose new infrastructure projects covering the full spectrum of research and development 
activities that will lead to breakthroughs and societal improvements for the benefit of Canadians. The 
Leading Edge Fund (LEF), on the other hand, enables institutions to build on and enhance already 
successful and productive initiatives supported by past CFI investment(s), thereby securing and further 
enhancing highly competitive research or technology development efforts. As a result, institutions 
strengthen particularly successful and productive activities in their select areas of strategic priority where 
they have a competitive advantage and a proven track record in helping to strengthen the country’s 
capacity for innovation. According to Statistics Canada, business enterprise related research and 
development (BERD) was 1.5% of GDP in 2005. 

The European Union agreed in 2000 to make the region "the most competitive and dynamic knowledge-
driven economy by 2010". This goal is outlined in the so-called Lisbon strategy, realization of which calls 
for the necessary investment in R&D, namely three per cent of GDP; reduction of red tape to 
promote entrepreneurship; and achieving an employment rate of 70 per cent (60 per cent for women). 
Additionally, the Entrepreneurship and Innovation programme (EIP) is one of the specific programmes 
under the Competitiveness and Innovation Framework Programme (CIP). With this programme, the 
European Commission seeks to support innovation and SMEs in the EU. The EIP focuses in particular on 
the following objectives:  facilitating access to finance for the start-up and growth of SMEs and 
encouraging investment in innovation activities; creating an environment favorable to SME cooperation, 
particularly in the field of cross-border cooperation; promoting all forms of innovation in enterprises; 
support eco-innovation; promoting an entrepreneurship and innovation culture; and promoting enterprise 
and innovation-related economic and administrative reform. 

 
With a budget of €2.17 billion covering the period of 2007-2013, the European’s EIP Work Programme 
will for the first time provide support for the best in European investigator-driven research, with the 
creation of a European Research Council. Focus will be on excellence throughout the programme, a 
requirement if it is to play its role in developing Europe's global competitiveness through the Lisbon 
Strategy. According to a EUROSTAT report, in 2004, more than 4 out of 10 EU-27 enterprises in industry 
were engaged in innovation activity. Among EU Member States, Germany was the leader in innovation, 
both in industry and in services. In the European Union as a whole, more than one third (35.9%) of 
innovative enterprises introduced new or significantly improved products to the market in 2004.  
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TRADE POLICY AND INNOVATION 
Traditionally, trade agreements have tended to focus on the protection and enforcement of Intellectual 
Property Rights (IPR), namely enforcement of copyrights, patents and other such tools. The basic 
premise of this approach lies on the belief that with freer trade, inventors’ ideas can be easier stolen and 
replicated. This, in turn, would reduce the incentive to invent and commercialize inventions. Therefore, to 
provide a temporary monopoly for inventors, IPR tools must be enforced between trading partners to 
ensure that exclusive rights which inventors have in one territory, are upheld in the partner territory in any 
trade agreement.  
 
The protection of IPR, therefore, has been the main tenet of fostering innovation in trade agreements. 
However, the main problem with this approach to innovation in trade policy has been ignorance of the 
other missing elements of innovation systems in developing economies. Whilst some developing 
economies may have sufficient IPR frameworks, there is usually little support for commercializing 
innovative products, including start-up financing and proactive R&D partnerships at the business-
business and business-university levels. 
 
Few agreements have embraced a role for fostering innovation as one pillar for sustainable trade 
relations between the parties outside of simply putting up IPR barriers. It has also been theorized that by 
trade agreements opening markets to more competition, this provides a motivation for innovation by the 
breaking up of monopolies. It has also been purported that where trade agreements utilize stringent rules 
of origin, firms may be motivated to introduce innovations in either their product or working processes to 
be able to meet those rules of origin criteria to receive duty preferences into a large market. 
 
However, in micro economies, where the market structures of developed economies are lacking 
(including financing mechanisms for innovative firms), this process is overemphasized. Direct 
interventionist approaches are required for innovation to become viable in the Caribbean, as in many 
cases, strong IPR protection frameworks retard development strategies based on technology transfer 
from a developed to a developing economy. IPR have a function specifically to retard technology transfer 
by making it more expensive for non-owners of patents etc to have access to technology for a period 
usually around 20 years until the technology is in the public domain.  
 
It is clear that, in the short term, the Caribbean may not be the region that promotes business 
development for innovative products. Trade agreements, it is argued, must allow for the region’s 
inventors to create wealth from their inventions through royalties and other licensing tools, by accessing 
the national innovation systems (i.e. innovation financing schemes, programmes, and business support 
programmes) of trading partners more effectively. It may not be a practical objective for trade 
negotiations to simply close the region from competition by just focusing on Intellectual Property Rights 
protection through patents etc, but to look at ensuring that inventors can access the EU’s EIP, or 
Canada’s New Initiatives Fund (NIF) or Leading Edge Fund (LEF) programmes (previously discussed) to 
develop the profitability of their inventions.  
 
In the medium term, capacity building programmes can seek to develop design and innovation centres 
which seek to help innovators more successfully explore their innovations. In this regard, an “inventive” 
approach which has been based on the Lambert model agreement on intellectual property can be 
employed. This agreement model takes an approach to intellectual property and innovation which seeks 
to encourage collaboration between SMEs and universities. It focuses on (1) ownership rights of R&D 
projects; (2) the financial and other contributions made by the commercial sponsor and (3) the 
universities’ use of the results of R&D projects for academic purposes. This approach can prove useful in 
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trade agreements which seek to promote R&D partnerships at the business-business, business-
government and business-university levels. This approach also promotes the measuring of innovation 
which is one missing element in the region. 
 
CONCLUSION 
According to economic theory, as long as trade barriers are not too high, faster technology diffusion shifts 
research activity toward the country that does it better. This shift in research activity raises the relative 
wage. It can even mean that, with more diffusion, the country which is better at research ends up with a 
larger share of technologies in its exclusive domain. Therefore, it is clear that by opening our economies 
to trade partners which are more receptive of innovative firms, the economic outlook is for the region’s 
innovators to relocate their R&D processes to these partners.  
 
This certainly has a negative social connotation as R&D jobs are usually better paying and generate 
more wealth than manufacturing jobs. For this reason, trade negotiations should seek an outcome that 
retains these jobs in the region. However, this is probably the way in which innovation will take place 
regionally as inventors relocate to receptive business climates, develop their business models, and 
“probably” return their royalties to the Caribbean. There is also a strong case for negotiators to argue 
against any trade and investment barriers which prohibit the region’s “nano-innovators” access to the 
markets of more developed trading partners because of the significant reduction on the return on 
innovation. 
 
If innovation is to become something viable for the private sector, then trade agreements will have to 
allow for regional inventors to access the innovation systems in partner economies to develop the 
business capabilities of their inventions through programmes such as those indicated above. Jamaica, 
whilst possessing probably the most advanced innovation system in the English speaking Caribbean, 
continues to be a laggard economy. Hence, one critical performance measure for a successful innovation 
system for the Caribbean is moreso the conversion of new ideas to marketable products/services. Trade 
agreements can either facilitate innovation drain, or be utilized as tools to facilitate greater return on 
innovation by promoting access to the National Innovation Systems of more developed economies for the 
region’s inventors. 
 
As always, your feedback on what you have read is welcome. Write us at 
privatesector@crnm.org. 


