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| NTRODUCTI ON

1. The first session of the Conm ssion on Enterprise, Business
Facilitation and Devel opment was held at the Pal ais des Nations, Geneva, from
20 to 24 January 1996. In the course of the session, the Conmm ssion held

pl enary neetings (1st to ... neetings) and ... infornal neetings.
Qpeni ng_st at enent
2. The Secretary-General of UNCTAD said that the Conm ssion’s work nust be

seen agai nst the background of the central role of enterprise devel opnent in
t he devel opnent process in an increasingly private-sector-driven gl oba
econony. The pragnmatic approach taken by UNCTAD to enterprise devel opment
had several distinctive features. One was that firns were not envisaged as
i sol ated actors but as elenents of an overall systeminvolving narkets and
governnent as well. The respective role of each mght vary fromone country
to another and over time in any particular country. 1In such a context, one
shoul d exam ne in each case the conditions which wuld allow firns, markets
and the Governnent to contribute best to economc activities.

3. Anot her feature was the holistic approach to enterprise devel oprent.
There was a need for a “systens” approach to enterprise devel opnent which
addressed the multiplicity and interaction of factors that underpinned the
growt h and conpetitiveness of enterprises at both the donestic and the
international levels. Conpetition anong enterprises increasingly involved
conpetition anong national systens conposed of sound policies, support
services and institutional back-up, innovation, inter-firmcooperation and
gover nnent - busi ness rel ations. Accordingly, he stressed the need for a
coherent policy environment which |inked macro and sectoral policies,

i ncluding the timng and sequencing of liberalization policies, with firm
level efforts to expand supply capacity and to attain and mai ntain
conpetitiveness. Thus, the State m ght be seen as a catalyst and facilitator
in creating effective institutions, an enabling environnent and an enterprise
cul ture conducive to entrepreneurship, innovation and inter-firm cooperation

4. Concerning item4 of the agenda, he stressed that, in the present
context of liberalization and globalization, the elimnation of the barriers
created by inadequate trade-supporting services was critical for the very
survival of many of the weaker players in the international econony. For
traders in devel oping countries and SMES, inproved trade efficiency was
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vital. In this connection, UNCTAD had been playing a | eading anal ytical and
operational role in fields such as trade facilitation, custons automati on and
transport noderni zati on.

5. UNCTAD VIl had endorsed a consol i dated approach in the Trade
Efficiency Programme. The anal ytical and policy conponent of this progranme
had all owed the identification and formul ati on of over 500 practical neasures
whi ch had been attached to the 1994 Col unbus Decl arati on on Trade Effi ci ency
and which, if inplenented, would significantly reduce the cost of
international trade transacti ons and enhance the participation of snaller
participants in international trade. UNCTAD I X had infused new vigour into
trade efficiency, as reflected in the consolidation of its "traditional”
activities with work in the sectors of transport, finance and insurance. He
expected that the work of the Comm ssion would contribute significantly to
the inplementation of trade efficiency neasures, thus leading to a real,
neasur abl e i nprovenent in the conditions under which SMES and enterprises
from devel opi ng countries conpeted in international trade

6. The approach adopted by UNCTAD with regard to trade efficiency was
based on the assunption that the information revol ution, which was reshaping
the way val ue was created and distributed, w dened the accessibility of
strategi c technol ogi es and all owed dranmatic productivity inprovenments, even
in capital - and technol ogy-scarce environments. However, decision-nakers in
the public sectors of devel oping countries and countries in transition had to
be made aware of the new possibilities. In the course of the session, the
secretariat would present some of the |atest devel oprments in the field of
trade-supporting services. Putting these new solutions into practice would
requi re the launching and support of reform processes in devel opi ng

countri es.

7. He expected that the Comm ssion and the expert meeting convened by it
woul d all ow the interaction of Covernnents, the private sector, NG and the
end-users of trade-supporting services and thus contribute to the creation of
nmomentum for reformand hel p nobilize key actors in the public and private
sectors.
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Chapter |

ENTERPRI SE: | SSUES RELATI NG TO AN ENTERPRI SE DEVELOPMENT STRATEGY

(Agenda item 3)
8. For its consideration of this item the Comm ssion had before it the
fol | owi ng docunent ati on:
“The changi ng nature of enterprises and conpetition and the
inplications for the fornulation of an enterprise devel opment strategy:

i ssues paper by the UNCTAD secretariat” (TD B/ COM 3/2).

9. To further informits consideration of this item the Conm ssion heard
panel s of experts on the foll ow ng topics: */

“Country experiences in enterprise devel opnent”;

“Bui I ding innovative SMEs in conpetitive markets - the experience of
EMPRETEC' .

10. The Director of the Division on |Investnent, Technol ogy and Enterprise

Devel oprment, introducing the item said that docunent TD/ B/ COM 3/ 2 sket ched
out a proposal for a three-year work programre ainmed at identifying

di agnostic tools and guidelines to assist countries in analysing the various
interrelated el ements that mght help fornmulate nati onal enterprise

devel opnent strategies. The process would al so involve the systematic

anal ysis of ‘best practices’, including through exchanges of experiences.
Wiile the results were to be synthesized in the final year of the work of
Conmi ssion, it was expected that a nunber of internediate products woul d be
produced in the interval.

11. The document anal ysed the new dynam cs of enterprise devel opnent and
conpetition, stressing the inportance of technol ogical capability building
and i nnovation in sustaining conpetitiveness and enphasi zi ng the diversity
anong firns and national systens.

12. Wth regard to the idea of an enterprise devel opnent strategy,
strategi zi ng neant devel oping a vision of the future, and the possibility for

*/ For alist of the panellists, see annex ...
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bui I di ng conm t ment woul d be enhanced by strategi es designed to set forth a
series of objectives and to prioritize anongst themin order to provide

gui dance to policy-nakers. The best strategies explicitly recognized the
contingent nature of strategic thinking and would involve an iterative
process requiring continuous di al ogue anongst the principal actors in order
to adjust strategies to changing internal and external conditions. Wth
regard to the conpetitiveness of enterprises, it was now comonpl ace to hear
that a firmnust learn to learn in order to adapt itself to the changing
conpetitive environnent. That could also be applied to the State.

13. Two el ements of an enterprise devel opnent strategy coul d be enphasi zed.
Firstly, sustaining the conpetitiveness of firns involved enhancing their
productivity and innovativeness, as well as strengthening the supporting
institutions, physical infrastructure, linkages to suppliers and clients,

uni versities, research institutions, productivity centres and a host of other
actors. This was sonetimes referred to as a national systemof innovation
which was all the nore inportant for small and nedi umsized enterprises.
Second, the holistic and interactive nature of the enterprise devel opnent
process nust be recognized, along with the inportance of policy coherence at
macro and mcro levels, and in the three-year work progranmre of UNCTAD on
enterprise devel opnent strategy, such a holistic perspective needed to be
applied in dealing with any specific elenent in an enterprise devel oprment
strat egy.

14. Inits work on enterprise devel opnent strategy, UNCTAD was seeki ng

cl oser cooperation with other United Nations bodies, notably with UNNDO |TC,
ILO and the United Nations regional comm ssions. An UNCTAD ECE inter-
secretariat task force on enterprise-related issues in transition econom es
had j ust been created.

15. The spokesman for the African G oup (Mrocco) said that the forces of
gl obalization and |iberalization had drastically changed the franework for
international conpetition. Rapid technol ogical progress had revol utionized
rel ati ons anmong firnms and between them and other actors in the devel opnent
process. Developing countries, particularly in Africa, were faced with the
risk of being narginalized in international trade. At a tinme when
enterprises in other countries were concerned about increasing their
productivity and conpetitiveness, nost African countries were still trying to
nmobi | i ze, both locally and abroad, resources for acquiring production and
export capability. Only if backed by international support could they
succeed.

16. Wi | e docunment TDY B/COM 3/2 was of high anal ytical quality and
contained a wealth of information, there was a one-sided enphasis on nationa
factors that hindered enterprise devel opnent. Wile such national factors
were undoubtedly relevant, no conplete picture of enterprise devel opnent
could be drawn if international factors were ignored. Market access, for
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i nstance, was an inportant factor. The reduction of trade barriers,
technical barriers and other forns of protectioni smwould enhance conpetition
and contribute to enterprise devel oprent.

17. Internati onal cooperation was al so a decisive factor in enterprise
devel opnent and shoul d address the devel opnent and transfer of technol ogy, as
wel |l as provision of financial assistance for the upgrading of enterprises
affected by liberalization and adjustnment progranmes. Furthernore,

provi sions to pronote SMES shoul d be nmade under SAPs.

18. As underlined at UNCTAD | X, regional and interregional cooperation to

i ncrease enterprises’ and countries’ conpetitiveness nust play an inportant
role in enterprise devel opnent, and he called upon international institutions
and Governments of devel oped countries to assist in such endeavours.

19. Final Iy, he enphasized the inportance in Africa of the infornmal sector,
whi ch constituted a means of survival for a large part of the urban

popul ati on but which, inits existing form deprived of access to finance,

i nformati on and nodern technol ogy, was not sustainable. Internationa
cooperation in general and UNCTAD s activities in particular could nake a
maj or contribution to assisting enterprises fromthe informal sector in
graduating to the formal sector.

20. The spokesperson for the Latin American and Cari bbean Goup (Janaica)
said that the rapid changes taking place in business practices would put nany
enterprises, particularly in devel oping countries, at a disadvantage. 1In
that connection, key issues identified in document TDY B/ COM 3/ 2, such as an
enabl i ng macroeconom ¢ environnent for enterprise devel opnent, required
further el aboration. There was also a need to inprove the internationa
environnent, in particular regarding the transfer of technol ogy and market
access, for the devel oprment, growth and expansion of enterprises. She was
confident that the panellists would contribute to the deliberations of the
Conmmi ssion, and the results of previous UNCTAD i ntergovernmental bodi es,

i ncl udi ng those of the Ad Hoc Wrking G-oup on the Role of Enterprises in
Devel oprment, shoul d be taken into account.

21. Referring to document TD/B/COM 3/3 on agenda item 4, she noted that
this aspect of UNCTAD s work was particularly practical and rel evant.
Techni cal assistance was an essential conponent of the work, and the inter-
institutional cooperation referred to was commendabl e and needed to be
encour aged.
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22. Finally, she stressed the need to convene expert group neetings which
woul d contribute to the further work of the Commi ssion

23. The spokesman for the Asian G oup and China (Philippines) said that
whil e globalization and |iberalization affected all enterprises, it was SMES
that were nost vulnerable to their possible negative effects. Enterprises
had yet to grasp the opportunities that the Wuguay Round m ght create, and
many enterprises, especially SMEs, had al ready been elinminated by foreign
conpetition. |f UNCTAD was to prevent the further marginalization of
devel opi ng countries, especially the | east devel oped ones, through support
for enterprise devel opment, nenber countries nust act with determ nation
However, conditions varied fromcountry to country and fromenterprise to
enterprise, and it mght be futile to search for a singular, definitive
strat egy.

24, It was not only at the level of firnms that there nust be an enterprise
devel opnent strategy. The State continued to have an inportant role to play
in the devel opment of enterprises, especially by providing an enabling policy
envi ronnent and necessary infrastructures. pening or maintai ning a dial ogue
bet ween the CGovernnment and enterprises was an inportant neasure favouring the
growth of enterprises. He stressed the need also for efforts at the
international level to fornmulate enterprise devel opnent strategies, and
UNCTAD coul d be at the forefront of such efforts, in ternms of both its

formul ation and inplementation. |In that connection, the shortage of finance,
both start-up capital and long-termfinance, was a naj or problemfor SMEs.

It must be asked how foreign investnent could help solve this problemand
whet her there were windows in international financial institutions to help
enterprise devel opnent in devel opi ng countri es.

25. Finally, he underlined that there was a need to strengthen UNCTAD s
enterprise-related training programres in order to address the scarcity of
the technical and managerial skills needed in the new tradi ng environmnent.
Pronoti ng i nnovati on nust be an inportant conponent of such training

pr ogr ammes.

26. The representative of the Netherlands, speaking on behalf of the

Eur opean Uni on, enphasized the interest of the European Union in the issue of
enterprise devel opnent and assured the Comm ssion of the European Union's
prepar edness to work constructively towards a successful outcone of the

sessi on.

27. The representative of Thailand said that his Governnent had created a
conpetitive environnent by reducing protection of donestic industries,

rel axing import controls and bringing down the |evels of custons duties.

Fi scal incentives would be used to pronote the private sector’s activities in
research and developnent. In addition, the Mnistry of Industry was focusing
on the relocation of industries to rural areas, investnent in SMEs and
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cottage industries with economc potential with a viewto encouraging their
participation in the international econony, and pronoting and inproving
i nkages between SMEs and main industri es.

28. The role of the Government in the devel opnent of SMES was not only
supply-oriented, i.e. relating to credit provision, training, and R&D, but
was al so focused on stinulating demand through the pronoti on of
subcontracting activities. The Joint Public-Private Sector Consultative
Committee (JPPCC) was the mechani smfor Government-private sector relations.
The Government-private sector cooperation strategy enconpassed support for
private sector research and devel opnent, pronoted devel opnent of personne
capacity in applying technology in the industrial sector, and arranged
services to facilitate the application of technol ogy.

29. I n Decenber 1996, UNCTAD had initiated a workshop-cumstudy tour for 25
busi ness persons from African LDCs to Thailand. They had brought with them
100 trade and investnent proposals, negotiated comrerci al deal s and
identified trade prospects as well as joint venture investnent projects.

Such interaction of business people served to stimulate investnent networking
at the national and enterprise |evels, and he hoped that UNCTAD woul d
initiate nore such activities

30. The sharing of country experiences would contribute towards identifying
“best practices’ in enterprise devel opment which mght be taken into

consi deration by Covernments in the fornmulation and inpl enentati on of
enterprise devel opnent strategies. H's Covernment would continue to
cooperate with UNCTAD in the area of enterprise devel opnent.

31. The representative of Turkey said that enterprises, especially snal
and nmedi um si zed ones, should be supported, as they played a prinary role in
enpl oynent creati on, manufacturing production and export devel opnent. She

i nfornmed the Conm ssion of support and incentive measures for SMES recently
i ntroduced by her Governnent. The new incentives included the provision of
credits and finance to eligible SMEs and their exenption from VAT, custons
taxes and stanp duti es.

32. The representative of Cuba said that his del egation shared t he general
views expressed in docunent TD/B/COM 3/2. Enterprise devel opnent was

i mportant in the devel opment process but al so depended on factors other than
a country’s level of econom c devel oprment, such as foreign investnent,
external resources and access to technol ogy and international markets.
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33. H s country attached great inportance to the SME concept, but the
latter should not be associated solely with private ownership; it could al so
i nvol ve other forns of enterprise organi zation such as cooperatives, m xed
private-public enterprises and public enterprises. The existence of
adequate infrastructures, including transport, banking, insurance,

t el ecommuni cations and trade information, was crucial for enterprise

devel opnent in devel opi ng countries.

34. A obalization and |iberalization could inprove the growh and

devel opnent of devel oping countries, provided that protectionist tendencies
were controlled and the excl usion of devel oping countries frominternationa
trade and finance was avoi ded. d obalization should not lead to interference
ininternal affairs, nor should it entail the adopti on of coercive neasures
or the inposition of nodels of econom c devel opnent that coul d adversely
affect econonic and social conditions in developing countries. 1In

concl usion, he expressed his confidence that the Commission could play a
major role in inplenenting the objectives agreed upon at UNCTAD | X

35. The representative of Egypt said that, to pronote job creation with
donor funding, his country had created a Social Fund for Devel opnent (SFD),
one of whose core objectives was enterprise developnent. 1In the first phase,
programres had been geared towards the poor, while in the second phase the
target groups had been enlarged. Citeria for qualifying for assistance

i ncl uded the exi stence of an econom cally viable product, the use of
environnental |y sound technol ogi es, and the participation of wonen in the
projects. The executing agencies in the programme were national business
organi zati ons and ot her NGOs, seni-governnental associations and the
Covernnent itself. Support was given to financial institutions for both
credit risk and financial managenent, and inportance was attached to

i npl enenting the programme in rural areas and to pronoting |ocal enploynent
opportunities. The SFD al so provided technical support, training, credit and
institutional support for NG and business associations. Finally, the
Covernnent al so provided tax incentives for enterprise devel opnent, and the
nmedi a were used to build up an enterprise culture.

36. The representative of the Russian Federation underlined the inportance
of UNCTAD s work on enterprise devel opment strategy. This issue, along with
the question of international conpetitiveness and ot her aspects of enterprise
devel opnent, was of direct relevance to the devel opnent of all countries
particularly in the context of the globalization and |iberalization of
international economc relations. UNCTAD could and shoul d play an inportant
role in the pronotion of international consensus on a w de range of issues
pertaining to the devel opment of enterprises, particularly SMEs, and in the
provi sion of technical assistance. He al so wel comed UNCTAD s anal yti cal and
practical work ainmed at assisting devel oping countries and econonies in
transition in establishing infrastructure services in such areas as custons,
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transportation, banking, insurance, telecomrunications and busi ness
informati on. Such work shoul d be conti nued.

37. The representative of Poland said that the private sector in genera
and SMEs in particular played a significant role in Poland s econom c

devel opnent and were primarily responsible for the transformati on and
satisfactory performance of the Polish econony. The private sector had
created new jobs, and it currently enpl oyed about 60 per cent of the |abour
force. SMEs had contributed to the devel opment of markets and conpetition
and of activities that were conplenmentary to those of large industria
enterprises and the public sector.

38. He stressed that it was the role of the Governnent to create conducive
conditions for enterprises to achieve and maintain high | evel s of
productivity. GCovernnent should also facilitate research and devel opnent and
encour age i nnovation. Wth regard to making SMES nore conpetitive, his
Governnent had undert aken several support neasures for SMEs, including

advi sory services for exporting SMEs. Qher support policies would address

l egal and fiscal constraints and included the establishnent of the Polish
Foundati on for SME Pronotion and Devel opnent. Concerning financial support
nmeasures, a loan guarantee fund had been set up in the National Econony Bank
whi ch provided credit guarantees for small and nediumsized enterprises. In
concl usion, he wel coned the first session of the Commi ssion as a good
opportunity to exchange experiences with other countries.

39. The representative of Hungary wel comed the outline of the work
programre as contained in docunent TD/B/COM 3/2. However, he felt deep
concern with regard to two aspects of the document. Firstly, the work
programre | acked a wel|l designed strategy for UNCTAD s cooperation with ECE
I TC and UNNDO. He hoped that, for the next session of the Comm ssion, an
outline of the distribution of |abour anong these organisations in the field
of enterprise devel opment coul d be devel oped. He wel coned the recently

est abl i shed UNCTAD ECE task force.

40. Secondly, he expressed his discontent with certain paragraphs of
docunent TD/ B/ COM 3/ 2 which did not pay due attention to the specific

probl enms of enterprise developnent in different economes in transition.
Sonme of the |atter had al ready nade considerable progress in creating the
legal and institutional framework required for a market econony and had
becone nenbers of the Organisation for Econoni c Cooperation and Devel oprent.
In other transition econom es, major tasks of economc transformation still
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lay ahead. He therefore urged the secretariat to reconsider the text of the
rel evant paragraphs of the docunent.

41. The representative of the |International Mpnetary Fund (I M) said that
he agreed with nmuch of docunent TD/ B/ COM 3/2 but was | ess enthusiastic on
several points. He strongly endorsed the call in the docunent for a coherent

pol i cy environment which |inked nacro and sectoral policies with firmlevel
efforts to attain and mai ntai n conpetitiveness and whi ch was conductive to
the devel opnent of an "innovation systenf. He also recognized the prinordia
i mportance of macroeconom c policies and wel coned the focus on |egal,

regul atory and tax policies. However, he disagreed with the assessnent of
structural adjustnent programmes (SAPs) and expressed reservations wth
regard to the assertion that SAPs were universal and uniformas far as
enterprise devel opnent was concerned. Wth regard to picking winners, i.e.
sectors to be protected or to be provided with incentives, while avoiding

| osers, CGovernnents mght face difficulties in this respect in the new

l'i beralized tradi ng environmnent.

42. Concerning the speed and content of economic reforns, the issue was
not the need to choose between shock therapy or gradualism as such a

di chotony was not particularly helpful. The real issue related to what
needed to be done, how and within what tinme frame. An inportant
consideration in this regard was the anmount of finance available to assist
the reformprocess. He argued for a quicker rather than a sl ower pace of
reform since the sooner the macroeconom c franme was stabilized, the sooner
i nvestors, savers and consuners could benefit fromthe reform

43. The representative of the |International Trade Centre (ITC, informng
the nmeeting of the work of his organization in the area of enterprise

devel opnent, stressed the need to avoid duplication and to seek

conpl enentarities and synergies in the work of UNCTAD and I TC. ITC
activities at the firmand institutional |evel constituted the | ogica
downstream activities in relation to UNCTAD s upstreamwork, the latter
covering policy-related issues, privatization and reform public-private
sector dialogue and enterprise devel opnent strategies. |TC activities were
designed to translate policy and strategy devel opnents into actual business
opportunities and to enable the exporting community to derive full benefits
fromthese opportunities. This conplenentarity provided considerabl e scope
for cooperati on between the two organi zations, e.g. in the area of

strengt heni ng trade poi nts and TRAI NFORTRADE operations. At the sane tine,
however, the EMPRETEC programe dealt with sone issues covered by | TC
activities.

44, The representative of Bulgaria said that his del egation supported the
mai n i deas and the constructive proposals contained in docunment TDY B/ COM 3. 2
Privatization and private sector devel opment, particularly enterprise
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devel opnent, were anong the nain pillars of the econonm c policy of devel oping
countries and countries in transition, and in that connection he endorsed the
anal ysi s and proposal s concerning transition countries in document
TDYB/COM 3/ 2. H s del egation recogni zed the need for and inportance of

anal ytical work and policy fornmulation in the field of enterprise

devel opnent, particularly the devel opment of SMES. In this context, he al so
supported the proposal to convene an expert group neeting on enterprise

devel opnent policy.
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Chapter 111
ORGANI ZATI ONAL MATTERS
A.  pening of the session
45, The first session of the Conm ssion on Enterprise, Business

Facilitation and Devel opnent was opened on 20 January 1997 by M. Rubens
Ri cupero, Secretary-GCeneral of UNCTAD.

B. Election of officers

(Agenda item 1)

46. At its 1st plenary neeting, on 20 January 1997, the Conm ssion el ected
its Bureau as foll ows:

Chai rperson : M. Manuel Dengo (Costa R ca)
Vice-Chairnen : M. Ranjana N. Abeysekera (Sri Lanka)

Ms. Viol eta Fonseca de Sanabria (Venezuel a)

M. Bashir Misa (N geri a)

M. Corrado Mlesi Ferretti (Italy)

M. Petko Baev (Bul gari a)
Rapporteur : Ms. Heat her Booth di G ovanni (Uni ted Ki ngdom of

Qeat Britain and
Northern Irel and)

C. Adoption of the agenda and organi zation of work

(Agenda item 2)
47. At the sane neeting, the Comm ssion adopted the provisional agenda
circulated in docunent TDYB/COM 3/1. Accordingly, the agenda for the first
session was as foll ows:

1. El ection of officers

2. Adoption of the agenda and organi zation of work
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Enterprise: issues relating to an enterprise devel opment strategy

Services infrastructure for devel opnent and trade efficiency
assessnent

Provi si onal agenda for the second session of the Commission and any
necessary preparati on through expert meetings

QG her busi ness
Adoption of the report of the Commission to the Trade and

Devel oprment Boar d.

Provi sional agenda for the second session of the Conni ssion
and _any necessary preparation through expert neetings

(Agenda item5)

[ To be conpleted ]

E. Oher business

(Agenda item 6)

[To be conpleted as appropriate ]

F. Adoption of the report of the Commi ssion
to the Trade and Devel opnent Board

(Agenda item7)

[ To be conpleted ]

[A Chairman’s summary covering the main points of the informal di scussions

wi Il be annexed to the report.]



