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As Delivered
Es un honor reunirme con ustedes en esta impresionante asamblea. Me gustaría agradecer al Presidente Vázquez, Ministro Astori, y a su gobierno por ser la sede del Foro de Innovación de las Américas en la hermosa Punta del Este.
Con su permiso, voy a hablar en inglés, porque quiero precisión en mis palabras.  Mi nombre es Padilla, pero desafortunadamente, mi español no es muy bueno.
This Forum builds on the Americas Competitiveness Forum held in June of last year in Atlanta – together, we are sharing the responsibility of bringing together the public and private sectors of our Hemisphere to build our prosperity and global position. 
At the beginning of the 19th century, Jose Artigas, the father of Uruguayan independence, noted that “The peoples of South America are inextricably linked by reasons of geography and mutual interests.”  If Don Artigas were alive today, I think he would edit his statement to say that the peoples of the Western Hemisphere are inextricably linked by shared values and common goals.

I’m here today, with you, to discuss securing the promise of the Western Hemisphere and to build on our shared vision of seeking new and innovative ways to build competitiveness in the Hemisphere and give our citizens the opportunity to thrive in the global marketplace.

Latin America’s Path
The Western Hemisphere has experienced significant progress, both politically and economically, over the last decade.  Many of you will remember the hyperinflation, cross-border violence, and civil unrest that marked previous decades.  That is in the past.  It is not what currently defines the region.
After the “lost decade” of the eighties and the structural pro-market reforms of the nineties, Latin America entered the twenty-first century with generally sound macroeconomic fundamentals, stable democratic governments, and more attractive business climates.

And despite many economic challenges, Latin America has been able to take advantage of positive international trends, such as lower interest rates and higher-priced commodities.  As a result, the region has enjoyed four years of strong economic growth: nearly 6% in 2004, an average of 4.5% in 2005 and 2006, and an estimated 5.6 percent for 2007 -- the highest regional growth rates registered since 1980.  

Yet, despite this improved performance, Latin America still suffers from one of the most inequitable income distributions worldwide, social tensions and among some countries, a sense of reform fatigue.  Moreover, and perhaps more pertinent to the issues we will discuss here in Punta Del Este, Latin America has experienced rates of economic growth and employment creation below those registered in other regions and other emerging markets, like China, India, and Southeast Asian economies. 
The region must also be concerned about the risk of foreign direct investment and trade shifting elsewhere, most notably to Asia and Eastern Europe.  It is clear that Latin America will face challenges in the coming years to improving its global competitiveness and building the fundamentals for sustained economic growth and prosperity for its citizens.

The good news is that there is a path available to countries that are willing to fight the competitiveness battle – and it goes beyond our semi-annual meetings like this – that path is a commitment to democracy, free markets, and our people. 

Free Trade – A Hemispheric Network
A successful policy tool guided by that path is free trade.  We have seen free trade with our partners deliver significant results to countries in the midst of development with a strong commitment to open markets.  
The United States has now signed free trade agreements with nations representing two thirds of the Western Hemisphere’s population and more than 60 percent of its non-U.S. GDP.  This hemispheric network of free trade agreements stretching from the Arctic Circle to the Straits of Magellan will significantly expand the circle of prosperity and hope in our Hemisphere.
But our work has only just begun – in 2008, we will build on this real progress in regional integration – and passage of the Colombia and Panama Free Trade Agreements is an avenue to that enduring partnership.   
There are many reasons why the Colombia free trade agreement makes sense for America.  And there are many reasons why the FTA makes sense for Colombia, as it has for our many other FTA partners throughout the Hemisphere, including Mexico, Canada, Chile, Peru, Central America and the Dominican Republic.  
There is a very strong economic argument for this agreement as well.  We need to cement and make permanent our trade relationship under the Andean Trade Preference Act to a full two-way partnership – now – and give our trade relationship the long-term stability it deserves before investors divert resources to other attractive developing markets.  The clear rules and accountable structure of an FTA lend countries the tools they need to attract investment, create jobs, and build economies.
Trade is important, but there’s a lot we can do beyond trade that offers our countries opportunities to grow and prosper.  We’re here to discuss innovation – to build knowledge economies.  What are some of the key policies that foster building innovative societies?

I’d like to spend a few moments discussing what governments can do, and what they should not do, to promote innovation in their societies.
Industrial policy  
First, governments must follow the code of the medical profession and ‘do no harm.’  The government must avoid the temptation to mandate industrial policy that tries to force innovation in a particular way or toward a particular sector.  The focus should be on promoting innovation, not directing innovation.  Innovative products, services, and processes are integral ingredients in competitiveness – this innovation has helped the United States stay on the leading edge of world markets, and promote economic growth, and high standards of living. 

Innovation cannot prosper if it is centrally directed by government policymakers, or is impeded by artificial boundaries that interfere with the free flow of ideas across borders.  When governments use industrial policies to pick and choose which ideas, products, and companies can compete, history shows that the result is technological and economic stagnation. Industrial policy means that government officials, rather than innovators, imagine a possible future and then direct economic resources to achieve that future.  Would the One Laptop Per Child program have been realized by a government? 
There are countless examples of government industrial policies that tried to direct and manage innovation, from France’s Minitel terminals to Malaysia’s auto industry.  There are very few examples of such policies succeeding.  We all know that resources for innovation are limited, so the question is how the public and the private sector can work through the market – without government interference – to most efficiently distribute those resources. 
You will hear today from many companies in various industries tell you how they became world-class innovators because they were left alone by government to create products that met customer demands. 

Intellectual Property Rights 
Another thing governments can do to promote innovation is protect intellectual property rights.

Engraved on the side of the Commerce Department building in Washington D.C. is a quote from President Abraham Lincoln, who said, “The patent system added the fuel of interest to the fire of genius.”  What Lincoln meant was simple: protecting the rights of inventors creates a strong economic incentive for further innovation.  Without government protection of intellectual property rights, genius is not rewarded – it is robbed. 

We have all seen counterfeit products sold on the street and over the Internet.  Some have mistakenly argued that counterfeiting is a crime without victims; a harmless way to save a few dollars on a handbag, a pair of sunglasses, or a piece of software.  But the world is now beginning to understand the dangerous consequences of counterfeit materials and components making their way into products such as toys, food, pharmaceuticals, autos, and electronics. Counterfeiting doesn’t just erode consumer confidence – it can put consumers in mortal danger.
Innovative societies cannot develop when consumers aren’t willing to take a chance on the latest innovations because they’re worried about their safety.  And protecting intellectual property rights is not just in the United States’ interest – increasingly, it is in the interest of local governments to protect their innovation – like in the case of Uruguay’s software industry.  Enforcing intellectual property rights provides entrepreneurs with economic incentives to innovate, and also provides consumers with the confidence to welcome those innovations into their homes and workplaces. 
Market-Driven Technology Standards 

Third, government must let markets and companies – not bureaucrats – develop technical standards. 

The United States has bilateral consultative mechanisms or free trade agreements with the vast majority of the countries in the Western Hemisphere.  And when we talk with our counterparts in the region, we have talk often about the importance of government staying strictly neutral in the market’s choice of technology standards. 
My blackberry works well here in Uruguay, but when I travel to Japan, it is one of the only countries in the world where I can’t use my cell phone or my Blackberry.  Why?  Because many years ago the Japanese government encouraged a unique cell phone standard that it hoped would enable Japanese companies to dominate the world market.  Instead, the result has been to isolate Japan from globally interconnected cell phone networks. 

Government-encouraged standards, proposed with the best of intentions, undermine innovation.  Instead, consumers should be able to choose from a number of competing technologies, driving companies to develop products that are faster, cheaper, more efficient, and tailored to the consumer. 
Capital Markets

Critical to a country’s overall innovation strategy – as well as our Hemisphere’s – is the ability to create functional and efficient capital markets to fund innovative ideas.  Innovators without access to venture capital are like shiny new cars without gasoline – they look nice, but don’t go anywhere. 

Uruguay -- South American Promoter of Innovation

Finally, governments must focus on education, especially in science and math.

I’d like to highlight Uruguay’s impressive initiative in being a leader in innovation.  And specifically, I’d like to note the importance of fusing innovation with education and other fundamental policies to a country’s overall health and development – like the banking system, regulations, bankruptcy laws, and venture capital.
I especially want to commend President Vazquez for his commitment to education here in Uruguay and for partnering with an innovator from the Americas, Nicholas Negroponte, who has impressed us all by his commitment to worldwide education through the One Laptop Per Child program.  Uruguay is the first country to take concrete steps to provide laptops to its children and teachers – 100,000 laptops – under the OLPC program.   

As Dr. Negroponte has said himself, this project is about education, not laptops.  And as we all know, education and improving the way we educate our children is critical to our collective ability to compete in global marketplace in the 21st century.  The OLPC program here in Uruguay is a defining illustration of President Vazquez’s commitment to his people and to honing the innovative spirit of this nation. 
Conclusion

So my key message is that innovation must be market-driven.  The government’s role is to create the space in which innovators and the market can operate.  

Today I’ve mentioned the importance of economies sticking to market-oriented policies, and the need for governments to:  (1) allow innovators to create what the market demands, not what the government wants; (2) protect and enforce intellectual property rights; (3) allow the market to drive the development of technology standards; (4) create and foster capital markets to provide the fuel for innovation; and (5) promote education in science and math.
The United States and Latin America today must compete in a global economy that includes 2.3 billion people in China and India, both of which pose opportunities of growth, but also the challenge of competition.  Which is why I, and Secretary Gutierrez, believe it is all the more critical that we continue the work we began last June Atlanta. 

By any measure, the inaugural 2007 Americas Competitiveness Forum (ACF) was a huge success.  And I think Uruguay has done an outstanding job building upon that success and maintaining competitiveness momentum in the hemisphere by hosting this Americas Innovation Forum here in Punta del Este.

The 2008 ACF will be held again this year in Atlanta on August 17-19, and Secretary Gutierrez and Mayor Shirley Franklin will co-host the event with the generosity of CIFAL Atlanta.   I invite you all to attend.
It is the role of government in a free market economy – and in an increasingly competitive global economy – to create an environment in which business can thrive – in which innovators have the space they need to advance the market.  And it’s the role of the private sector to create jobs that spark economic growth and offer real opportunities to people.

Together we can capture the imagination of government leaders and policy makers, and to collectively address the challenges we face.  We can highlight the wisdom of public/private sector partnerships empowered to spark sustainable economic development and raise standards of living in the Western Hemisphere.

We hope we can count on your leadership in support of ACF 2008 to build on the tremendous success of the Americas Innovation Forum, and launch our region’s competitiveness.  For the sake of our Hemisphere, our countries, and our children, there is no time to waste. 
Thank you.
