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| NTRODUCTI ON
1. The second session of the Conmmi ssion on Enterprise, Business Facilitation
and Devel opnent was held at the Palais des Nations, Geneva, from 1 to
5 Decenber 1997. In the course of the session, the Commi ssion held ... plenary
meetings (7th to ... neetings) and ... informal neetings.

Openi ng st at enent

2. The Secretary-General of UNCTAD, referring to the role of UNCTAD s
Conmi ssions in general, said that expert neetings were intended to provi de expert

inputs to the Conm ssions, which would in turn assist the Trade and Devel opnent
Board in its role as a decision-nmaking body. The Comm ssions should have a
permanent role to play and should have nmechanisnms to allow themto follow up
deci si ons between sessions. They should becone partners with the secretari at
in the inplementation of the work progranme.

3. Wth regard to agenda item 3, he drew the attention of the Commi ssion to
t he recommendati ons of the Expert Meeting on Governnent and Private Sector Roles
and Interactions in SME Devel opnent, which had taken place in Geneva from23 to
25 July 1997. Sone 110 national experts from 65 countries, as well as
representatives fromseveral United Nations agencies, other international bodies
and NGOs, had participated in the Expert Meeting, which had focused on four major
i ssues: (i) channels for Government-private sector dialogue; (ii) policy
coherence for SME devel opnent; (iii) SME support mechani sms and agencies; and
(iv) the role of professional organizations in Governnent-private sector dial ogue
and SME support.

4, The Expert Meeting had nade a nunber of reconmendations for attaining
effective dialogue, mainly that dialogue had to be an interactive process and
had to involve a balanced representation of all sectors of the business
community. Effective dialogue could pronote a coherent policy framework. The
chal l enge before the Commission was to translate these recommendations into
practical suggestions for inplenmentation at the country |evel

5. Concerning item4 of the agenda, he noted that seven sub-itens would have
to be addressed, but he hoped that there would be enough time for practica
di scussions on the expert neetings’ conclusions. The transit issue was of great
i mportance all over the world in ternms of revenue. During his last visit to the
Eur opean Conmi ssion, he had been inforned that |ost incone resulting fromtransit
problenms was estimated at US$ 5 billion each year for the European countries
al one. The recomendations that had emerged fromthe Expert Meeting on the Use
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of Information Technol ogies to Make Transit Arrangenments Mre Effective should
therefore be | ooked at carefully and practical ways to inplenment them at the
country |l evel should be exam ned. Four of the seven sub-itens were related to
trade efficiency and to the activities launched at Col unbus (Chio) in 1994. The
time had cone to seek a conprehensive approach to the issues involved and, in
the case of Trade Points, to take stock of the experience acquired. He concluded
by inviting delegations to reflect on the role of the Commission and its
relationship with the secretariat and to ensure that the Comm ssion’ s concl usi ons
ai med at concrete actions.
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Chapter |
ENTERPRI SE: | SSUES RELATI NG TO AN ENTERPRI SE DEVELOPMENT STRATEGY
(Agenda item 3)
6. For its consideration of this item the Conm ssion had before it the

fol |l owi ng docunent ati on:

“Progress towards strategies for enterprise developnent: Note by the
UNCTAD secretariat” (TD B/ COM 3/9);

“Report of the Expert Meeting on Government and Private Sector Roles and
Interaction in SME Devel opnment” (TD/ B/ COM 3/ 6-TD/ B/ COM 3/ EM 2/ 3) .

7. The Director of the Division on Investnent, Technology and Enterprise

Devel opment (DI TE), introducing item 3, said that globalization reflected a
nunber of fundanental changes in the process of production and in the way firns
conpeted in the global econony. One was the grow ng know edge-intensity of
production, which was breaking down the distinction between "traditional" and
"high tech” industries. Know edge and know edge-based skills and capabilities
wer e what distingui shed dynam ¢ and conpetitive firms of all sizes.

8. Wthin this context of nmore know edge-intensive production, firnms had begun
to conpete not only in terms of price but also on the basis of their ability to
sustain a process of innovation. Wth liberalization, this innovation-based node
of conpetition had diffused worldwi de and broken down another traditional
di stinction between firns which were focused on the donestic market and those
t hat exported.

9. Smal | and medi um si zed enterprises had fewer resources of their own to neet
these new chal |l enges, and their ability to articulate their needs was weaker than
that of larger firns. Enterprise devel opnent strategies, particularly those
concerned with SMES, nust thus be conceptualized as a set of integrated el enents
whose interactive effects were critical to the success of the overall effort.
The role of public-private sector dial ogue, considered by an Expert Meeting in
July 1997, was one such elenment, but there were several others, including the
need for a well devel oped regulatory system and a strong accounting capability
in the SME sector. DITE's accounting progranme was working with the
entrepreneurship and i nnovation training programe - EMPRETEC - to build this
capability.



TD/ B/ COM 3/ L. 4
page 5

10. SMEs depended upon a host of other support programmes to sustain their
ability to undertake the many small changes that ensured their conpetitiveness.
The provision of services to SMEs had been strengthened through clustering,
notably in the devel opnent of incubators and technol ogy parks. The role that
net wor ki ng, partnering and clustering might play to strengthen the SME sector
i n devel oping countries and econonmies in transition was a subject for further
policy analysis and required the preparation of case studies which highlighted
best practice.

11. Wth respect to the Conmission's request to report on the possibility of
creating a network of research bodi es and ot her support agencies working in the
area of enterprise devel opnent, research had shown that such networks already
exi sted and that a new one would not be needed. The Expert Meeting on public-
private sector dialogue had requested that UNCTAD provide a place on its web site
where those who had participated in the Meeting m ght continue their exchange
of views, and the web site was being devel oped to this end.

12. Concerning the request to report to the Conm ssion on DI TE s cooperation
with other United Nations agencies and international organizations in the area
of enterprise devel opnent, she noted that nmuch work on strengthening the EMPRETEC
programe and the pilot network of centres for innovation and enterprise
devel oprent in Africa built upon the close |links established with ITC, UNDP' s
Enterprise Africa programe, [LO UN DO and Canada's IDRC. DI TE had begun to
explore ways and neans of spreading enterprise devel opnent concepts and
programes to economes in transition through its cooperation with Directors of
EMPRETEC programmes in Latin Anmerica and Africa and with OECD through its
training centre in |Istanbul. The UNCTAD-ECE Task Force on enterprise-
devel opnent-rel ated issues in economies in transition had a role to play there
as wel |

13. The spokesman for the Asian Group and China (Sri Lanka) said that the
devel opnent of SMEs had been accorded an inportant place in the econonic and
soci al strategy of devel opi ng countries, and Governnents were now attenpting to
address their problens through specific policies. He did not favour uniform
policies or strategies to develop or assist SMEs, as there were wi de differences
among devel oping countries in terns of stages of developnent and industria
tradition.

14. H s Group recogni zed the need for an effective dial ogue between governnent
and the private sector at all levels, and it drew attention to the inportance
of the quality of the working relationship between them He highlighted the
i nportance of finance, training, innovation, technology, market information and
busi ness support for SME devel opment and stressed the overall inpact of positive
governnent policies. Policy coherence for SME devel opnent inplied a favourable
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overal |l policy framework whi ch depended not only upon government policy but al so
on a variety of macro-econonic factors and international factors, such as the
provi sions of international agreements.

15. The Asian G oup and China supported the need for a franmework of proactive
policies for a broad range of support nechanisns and business devel opnment
services based on integrated programmes. The secretariat docunent raised a
nunber of relevant issues in this respect.

16. Owi ng to changes in demand associated with new systens of globalized
production, inter-firmcooperation had assuned great significance. Mny firns
found that such cooperation was necessary in order to | ower costs and to becone

nore innovative. International institutions could play a leading role in this
area, especially to encourage networking of firns of devel oped countries with
t hose of developing countries. He underlined the inportance of effective

dissem nation of information relating to opportunities for cooperation anong
firms.

17. Fut ure work by UNCTAD shoul d i ncl ude case studi es of effective nechani sns
to pronote dialogue at all levels and to exanmine the inplenmentation of the
subsidiarity principle, the inmpact of liberalization on the devel opnent of SMEs,
the role of governnments in promoting inter-firm cooperation, including

clustering, networking and technol ogy partnershi ps, between and anbng SMES, as
well as with larger enterprises, and a review of the coherence between trade and
mcro policies and its inpact on SMEs.

18. The spokesman for the African Goup (South Africa) said that the
Commi ssion’s discussions should take into account firstly the internationa
di mension of the issues raised and secondly African reality, in which sone
countries were dealing with issues of clustering, strategic partnership and
technol ogy transfers, while others were still grappling with issues of training,
information, finance and access to nodern technol ogy. There was still need for
donor assi stance.

19. The Expert Meeting on Governnent and Private Sector Roles and Interactions
in SME Devel opnment had set solid foundations for addressing the roles of
CGovernnents and the private sector, the need for coherent policy frameworks and
effective support neasures. In general, his Goup supported its recomrendati ons,
t hough much work renmained to be done by UNCTAD to assist devel oping countries
inthis field.
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20. Further work was also needed on the issues of subsidiarity, coherence
between trade and micro policies and the effects of liberalization on SME
devel opnent.
21. The report entitled "An overview of activities in the area of inter-firm
cooperation” (UNCTAD/ I TE/ EDS/2) was an extrenely useful docunent. Two key

elements for the African Goup energed: firstly, there was a | ack of analytica
and policy-oriented work on inter-firm cooperation involving firnms from

devel opi ng countries; secondly, Africa had been left behind in matters of
strategic alliances, inter-firmtechnol ogy cooperation and especially information
t echnol ogy. This illustrated the fact that devel oping countries were stil

struggling with strategies to pronpte sustainable enterprise devel opnent.
Technol ogi cal capacity-building would not take place w thout the necessary
i nternational support nmeasures, and further work on clustering was also
necessary.

22. He stressed the crucial role of the international comrunity in providing
a conducive policy environment as a corollary to stable and consi stent nati onal
policies. The information made avail able on research bodies was useful, and
UNCTAD shoul d begin setting up a directory of such databases. He encouraged the
devel opment of UNCTAD s presence on the Worl dwi de Web, and requested that those
who had no access to the Web be provided with information in printed format.

23. He called upon the devel opnent partners to provide resources to ease
budgetary constraints so as to allow UNCTAD to participate in inportant events
related to enterprise developnent. H's Goup wel comed the extension of EMPRETEC
programmes to an additional 10 African countries and pointed to the need for
techni cal cooperation in many other areas, hoping that UNCTAD would be in a
position to conply with requests received.

24. The spokesman for the Latin Anerican and Caribbean Group (Peru) said that
the secretariat’s docunentation highlighted inportant elenments for SME
devel opnment strategies. There were fundanental social and econonic reasons for
f ocusing on SME devel opnent, since SMEs contributed to sustainable growth and
assured a better distribution of wealth, thereby providing social equity. Both
the redefinition of the role of the state and the process of industrial
conversion had led to an increase in the nunber of SMEs. These SMES were aware
of the need to increase their conpetitiveness and drew upon their characteristic
asset, nanely flexibility. SMEes devel oped through their own efforts but faced
i nportant problens in their expansion, particularly in opening up new markets.
Managenent skills and know edge to respond to | egal and regul atory requirenents
and gain access to finance and technol ogy were anong the areas where they faced
probl emns.
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25. Latin Anerican and Caribbean countries had included SME devel opment in
their national agendas, and they encouraged UNCTAD to work in the follow ng
areas: the provision of SME services, especially in rural areas; an assessnent
of the efficiency of business support services; and the inpact of obligations
arising frominternational agreenents, including the Uuguay Round agreenents,
on national policies for SME support.

26. The representative of Luxenbourg, speaking on behalf of the European Union
said that, in a world characterized by globalization and liberalization and
stinmul ated by technol ogi cal progress, the narket econony had become the norm
and enterprises played an increasingly inportant role in the devel opnent process.
This situation posed new challenges to enterprises, and particularly in
devel oping countries and in countries in transition, the role of the different
actors in the process needed to be reconsidered. Policy coherence was needed
to strengthen the enterprise sector and increase conpetitiveness, and the
public/private-sector dialogue should be given particular attention in this
respect.

27. For SMEs to participate nore effectively in the international econony, they
had to focus on key factors such as inproving their capacity to adapt to
structural changes, technol ogical innovation, and inter-firm cooperation and
col l aboration. In that connection, the European Uni on's devel opment cooperation
with devel opi ng countries and countries in transition was designed to assist the
private sector, a mmjor developnent actor today, in establishing inter-firm
cooperation.

28. The representative of the Russian Federation said that the analytical and
practical work done by the secretariat was hel pful, especially the work on
changi ng trends and their inpact on enterprise devel opnent. The need to reform
state enterprises was providing opportunities for SME devel opnent, and the key
tasks in that process were to provide an enabling | egislative framework, inprove
managenent structures and restore |inks between enterprises. He proposed that
an expert neeting on inter-firmcooperation should be convened in 1998.

29. The representative of Cuba said that inportant transformati ons were taking
place in his country s econony. The di sappearance of the Eastern European
markets had nmade it necessary to take a series of measures to inprove efficiency
and integrate into the world econony. The reformof the constitution had made
possi bl e the exi stence of private property, the restructuring and reduction of
mnistries and the transfer of responsibility for the nanagenent of material and
financial resources to the entrepreneurial sector. The re-establishment of
nonetary and fiscal equilibriumhad been achi eved by reducing subsidies to
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enterprises. The new tax law and financial systemallowed enterprises to retain

profits, while the new investnent |law pernmitted investment. Wth respect to
SMES, they included m xed enterprises, agricultural cooperatives and small | and-
owners, as well as artisanal organizations. |In the case of small |andowners,

both the CGovernnment and the private sector was providing assi stance in respect
of credit and marketing. Cuba had al so organi zed a chanmber of comrerce, whose
function was to provide information to the entrepreneurial sector concerning
busi ness opportunities, markets and information technology. Finally, for trade
facilitation and enterprise developnent, it was necessary to pronmote a favourabl e
i nternational environnent.
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Chapter |1

ORGANI ZATI ONAL MATTERS

A. Opening of the session

The second session of the Commi ssion on Enterprise, Business Facilitation
and Devel opment was opened on 1 Decenber 1997 by M. Janina Del Vecchio
(Costa Rica) on behalf of M. Mnuel Dengo (Costa Rica), Chairperson at the first
session of the Commi ssion.

B. Election of officers

(Agenda item 1)

At its 7th plenary neeting, on 1 Decenber 1997, the Commi ssion elected its
Bureau as fol |l ows:

Chai r person: M. Ai Said Mchuno (United Republic of Tanzania)
Vi ce-Chairnen: M. Petko Baev (Bul gari a)

Ms. Heat her Booth di G ovanni (United Kingdomof Geat Britain

and Northern Irel and)

M. Jean-Marie Noirfalisse (Bel gi um

M. Dilip Sinha (I'ndi a)

M. Trevor Spencer (Trinidad and Tobago)
Rapport eur: M. Sek Wannanet hee ( Thai | and)

C. Adoption of the agenda and organi zation of work

(Agenda item 2)
.. At the same neeting, the Conmi ssion adopted the provisional agenda
circulated in docunment TD/B/COM 3/8. Accordingly, the agenda for the second
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 opnent strategy

Services infrastructure for developnment and trade efficiency
assessnent

Provi si onal agenda for the third session of the Conm ssion
O her busi ness
Adoption of the report of the Commission to the Trade and

Devel opnent Board.

Provi sional agenda for the third session of the Conni ssion

(Agenda item 5)

[To be conpl et ed]

E. Oher business

(Agenda item 6)

[To be conpleted as appropriate]

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

(Agenda item 7)

[To be conpl et ed]




