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| NTRODUCTI ON
1. The third session of the Commi ssion on Enterprise, Business Facilitation
and Devel opment was held at the Palais des Nations, GCeneva, from 23 to
27 Novenber 1998. 1In the course of the session, the Comm ssion held ... plenary
meetings (10th to ... neetings) and ... informal neetings.

Openi ng st at enent

2. The Deputy Secretary-General of UNCTAD said that the Conm ssion on
Enterprise, Business Facilitation and Devel opnment had achieved a nunber of
results in the two years of its existence. Wth regard to agenda item 3 and the
Comm ssion’s work on enterprise devel opnent, he highlighted the results of two
expert meetings held in 1998, one on inter-firm partnerships (TD B/ COM 3/ 12-
TD/ B/ COM 3/ EM 4/ 3) and the other on clustering and networking (TD/ B/ COM 3/ 14-
TDYB/COM 3/EM 5/3). The first had reaffirmed the role of small and nedi um si zed
enterprises (SMES) and their critical contribution to enmploynent, growth and
devel opnent, while the second had stressed the inportance of partnerships
clustering and networking as a mechanismto help firms to grow and survive in
the post-Uruguay Round conpetitive environnment. Cooperation could be
particularly useful in pronoting capacity-building in technol ogy, marketing and
manageri al know how. The expert neetings had adopted a series of recommendations
ainmed at different groups of developnment actors, including CGovernnments, the
i nternational comunity and UNCTAD.

3. Wth regard to agenda item 4, he outlined several key areas of work,
i ncluding the expert neeting on "Capacity-building in the area of electronic
commer ce: human resource devel opment” (TD/ B/ COM 3/13-TD/ B/COM 3/ EM 6/ 3), held
from29 June to 1 July 1998, which addressed human resource devel opnent in the
context of the energing global information econony. The experts had proposed
practical solutions to address those issues. Further to the expert neeting s
recomrendat i ons, UNCTAD had pursued its work on: (a) conceptual and quantitative
anal ysis of the inpact of electronic commerce on trade and devel opnent; (b) the
organi zation of regional semnars to raise the |evel of awareness of nenber
countries about the possibilities and challenges of electronic comrerce; (c) the
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production and dissem nation of training packages, in particular through its
TRAI NFORTRADE/ el ectronic trade activities; and (d) use of the d obal Trade Point
Network (GIPNet). Since the second session of the Conmi ssion, the secretari at
had pursued its work on the quantitative and policy aspects of electronic
commerce, and its inpact on trade and devel opnent.

4, The "Partners for Developnent” nmeeting, held in Lyon from 9 to
12 Novenber 1998, had dealt with issues of direct relevance to the work of the
Conmi ssion. The Lyon neeting had had practical results in the area of enterprise
devel opnent, partnering and investnment pronotion, including the conclusion of
18 partnership agreenents, of which five were on enterprise devel opnent focusing
on entrepreneurship and SME devel opnment in devel opi ng countries. An inportant
aspect of inter-firm cooperation was the relation between domestic firms and
foreign firms, and in Lyon |ocal entrepreneurs had had an opportunity to talk
with executives from gl obal corporations about big firns helping small firnmns.
Oficials of investnment pronotion agencies were nade aware of the fact that their
clients were not only foreign investors but also donestic investors, and that
a key role of such agencies was to facilitate cross-border partnerships between
firms that contributed to innovati on and sustai ned devel opnment in the enterprise
sector.

5. The Lyon neeting had al so been a nilestone event with regard to UNCTAD s
work on microfinance, business facilitation and electronic comrerce. Particular
mention should be nmade of inportant statenents made at the opening session of
GET UP (d obal Electronic Trade - United Nations Partnerships) by the Deputy
Secretary-CGeneral of the O ganisation for Econom c Co-operation and Devel opnent
(OECD) and by the Vice-President of the Wrld Bank on the role of UNCTAD in
shaping a global framework for electronic commerce, and in contributing to
enhancing the access of developing countries to the infrastructures and
techni ques of el ectronic comrerce.
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Chapter |

THE | MPLI CATI ONS OF THE POST- URUGUAY ROUND ECONOM C ENVI RONMENT FOR
ENTERPRI SE DEVELOPMENT, | NCLUDI NG PCLI CY | SSUES RELEVANT TO
I NTER- FI RM COOPERATI ON AND CLUSTERI NG

(Agenda item 3)

6. For its consideration of this item the Conm ssion had before it the
fol |l owi ng docunentati on:

"Policy issues relevant to inter-firm cooperation, clustering and
net wor ki ng" (TD/ B/ COM 3/ 19) ;

"Report of the Expert Meeting on Inter-firm Cooperation” (TD/ B/ COM 3/ 12-
TD/ B/ COM 3/ EM 4/ 3) ;

"Report of the Expert Meeting on Clustering and Networking for SMeE
Devel oprent” (TD/ B/ COM 3/ 14- TD/ B/ COM 3/ EM 5/ 3) .

7. The representative of the UNCTAD secretariat, introducing agenda item 3,
said that the Uruguay Round negotiations had extended the process of trade
i beralization, giving further inpetus to the globalization of markets and
conpetition. The resulting econom c environment presented new chall enges,
particularly for the SME sector, which was the backbone of the production
structure in the magjority of countries. SMEs were under tremendous pressure to
change but had limted nmeans to do so. That fact had energed clearly during the
Asian financial crisis and could be seen in the inpact of the crisis at the
enterprise |level. The externalities, support structures and trust-based
rel ati onshi ps that devel oped within clusters m ght have attenuated sone of the
stress associated with the need for rapid change and m ght have avoi ded the high
bankruptcy and unenpl oynment rates which had resulted.
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8. The nonitoring of changes in conpetitive conditions, the eval uation of new
technol ogi cal alternatives and market opportunities, the availability of access
to such information and building up the skills needed to rmanage i nformation fl ows
were all areas which would be critical to SMes in the future. Together with the
i ssue of the interface between the global and the local |evels, those areas woul d
require the attention of policy nakers and their social partners. From a
clustering, networking and partnering perspective, tremendous advantages coul d
be gai ned by conpl enenting | ocal networking and partnering with simlar |inkages
to firms and other actors abroad. The post-Uuguay Round era had al so brought
with it new rul es governing international commerce, which firnms would be obliged
to respect; clustering, networking and partnering were powerful instrunments in
that area. Clustering made possible the cost-effective provision of new
technol ogi es. Research and devel opnment networks were a vital way for research
institutes and firms in devel oping countries to | everage their know edge base
with respect to new technol ogi es, including environmentally sound technol ogi es,
whi | e partnershi ps anmongst firns in close proximty nade possible the creation
of the positive externalities such as training programes and testing
| aboratories that were needed to neet the new quality standards.

9. The post-Uruguay Round era had also created new challenges for policy
makers trying to provide support to the enterprise sector. There were nany areas
in which new policies and support structures had proved invaluable in
strengthening the ability of SMEs to build and sustain conpetitiveness under the
new condi tions, but many policy issues required further study.

10. Referring to the progress report on the inplenmentation of the
recommendations of the first and second sessions of the Commission
(TD/ B/ COM 3/ CRP. 1), she highlighted the anal ytical work and technical assistance
undert aken by the secretariat over the past two years, nuch of which had been
increasingly carried out in collaboration with other international agencies.
The techni cal assistance work carried out by the Division on Investnment,
Technol ogy and Enterprise Devel opnent on the developnment of innovation

entrepreneurial and technol ogi cal capabilities was an ongoi ng process; nuch of
it was being undertaken through EMPRETEC and the programres on Centres for
I nnovati on and Enterprise Devel opment, which were being extended to new regi ons
and countri es.
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11. The representative of Argentina, speaking on behalf of the Latin American
and Cari bbean G oup, suggested that the Comm ssion shoul d consider how to tackle
the | oss of conpetitiveness experienced by Central American enterprises as a
result of the damage caused by Hurricane Mtch. Wth regard to competitiveness,
the access by SMEs to financing was an inportant issue. The expert neetings held
in the course of the year had nmade some inportant reconmendati ons. One of the
basic functions of Governments was to create a stable and favourable
macroeconom ¢ environnent, a suitable legal framework and the necessary
infrastructure for pronoting inter-firm cooperation through partnerships,
clustering and networking. Wrk by UNCTAD in that domain should continue, in
cooperation with other organizations such us the United Nations Industrial
Devel opment Organi zation (UNIDO, the International Trade Centre (ITC), the
I nternational Labour Organization (ILO and the United Nations Devel opnent
Programre (UNDP) . UNCTAD s i ndependent advice to CGovernments with regard to
inter-firm cooperation would be particularly useful. In studying innovative

non-fiscal incentives which could be used to stinulate clustering and networks
of enterprises as recommended by the experts, the limts and consequences of such
incentives with regard to commitnents nade within WO woul d need to be taken into
account .

12. The representative of Mauritius, speaking on behalf of the African G oup

said that the new conpetitive environment of the post-Uruguay Round era had
triggered a wave of |iberalization and gl obalization and brought chall enges as
well as threats to entrepreneurs. African SMES, which provided enploynent to
| arge sections of the popul ati on, were dom nated by a sectoral dualismin which
weaker econom c structures were often domi nant. The interdependence in which
SMEs were supposed to live was fraught with increased complexity and risks of
instability and marginalization. For many African SMEs, the opportunities
created by technol ogi cal advances, the increased nobility of production factors
and regional trading arrangements were either still nomnal or not fully
accessible. There was a need to create conditions which would allow African SMEs
to catch up with the bandwagon of sustainabl e devel opnent, sustained economc
gromh and stability.
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13. The younger generation of educated African entrepreneurs, many of whom were
woren, were not able to use all their know edge and i deas, mminly because of the
| ack of neans to give shape to their ideas or to inplenent projects that were
al ready conceived or planned. There was a need for conplenentary financial and
techni cal resources. In that regard, EMPRETEC could respond to the needs of
African entrepreneurs, judging fromthe results of the pilot projects in Africa
and other parts of the world. There was also a need to pronote m crofinancing,
and UNCTAD' s idea of organizing an international mcrofinance market,
m cr obusi ness points and mcro-insurances schenmes should be supported. UNCTAD
could al so endeavour to play a role in addressing the concerns of African SMES
with respect to the activity of African stock exchanges, with a view to
encouraging the latter to pay nore attention to the interests of those firms.

14. Referring to UNCTAD s work on a positive agenda for devel oping countries
in the upcoming nultilateral trade negotiations, he pointed to the need to
hi ghlight what nenbers of the African Goup regarded as the loss of policy
aut onony that had arisen from their comm tments under various Uruguay Round
agreenents, especially the Agreenents on Trade-Rel ated Investnent Measures.
Certain policy neasures should be considered as special and differential
treatment for developing countries, not as trade-distorting neasures. The
i nternational conmmunity should urgently devise appropriate support structures
and mechani sms whi ch woul d address the specific needs of African SMEsS and enhance
their participation in the global economy. He expressed the hope that the
vari ous partnership agreenents between UNCTAD and other parties in the area of
enterprise devel opnent, signed at the Lyon neeting, would expand further to
i nclude African concerns.

15. The representative of India, speaking on behalf of the Asian G oup and
China, drew attention to the context of the topic, which was the devel oping
countries’ efforts to achieve econonmc growh. Referring to the expert meeting
on inter-firm partnerships, he stressed that the nmeeting had reached val uabl e
conclusions and specific recomendations addressed to Governments, the
i nternational conmmunity and UNCTAD. The neeting had highlighted the role of
Governments in providing a physical infrastructure and suitable |ega
environnment, as well as raising awareness of the potential benefits of
partnerships. It was also the Governnment's role to ensure that the results of
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research and devel opment reached the enterprises. However, there was a need for
a suitable international environment for which the international conmunity woul d
take sone responsibility, for exanple, in facilitating access to finance or in
shielding enterprises fromthe negative effects of international conpetitiveness
and the volatility associated with gl obalization

16. The representative of Austria, speaking on behalf of the European Union
enphasi zed the inportance of a conprehensive approach to enterprise-related
devel opnment issues and of UNCTAD s activities to foster the dynam sm and
creativity of the private sector, particularly SMEs. |In that context, the expert
meetings on inter-firm partnerships and on clustering and networking had been
hel pful. Such work needed to focus on countries with particularly low |levels
of human and physical capital. The inplenentation of the Uruguay Round
agreenents was largely on track, wth l|andmark agreements recently being
concluded in WIO on trade and informati on technol ogy, basic tel ecomunications
and financial services. A key to successful enterprise policies was innovation-
based nodes of conpetition, including continuing quality inprovenent, better
after-sales service and continuous inprovenents in production and processing
met hods, technol ogy and organi zati on. However, equitable econom c growth, which
woul d be essential for any significant reduction of poverty over time, required
the ~creation by CGovernnments of a growh-oriented economc framework,
i nstitutional reformand good governance.

17. The representative of the Russian Federation said that in the current
conditions of globalization and increased conpetition, forms of inter-firm
cooperation such as international partnerships, networking and clustering were
anong the nost effective ways of enhancing the conpetitiveness of enterprises.
He stressed the role of Governments in providing favourable nacroecononc
conditions, a suitable legal framework and basic infrastructure for such
cooperati on. Governments should nore actively collaborate wth business
associ ati ons, research and devel opment institutions, business servicing centres
and non-governnental organi zati ons, and should enpower all of them so that they
could contribute nore effectively to such cooperation. At the same tine,
Governnments should not inpose structures on enterprises but should facilitate
t he devel opnent of partnershi ps anong them Measures to stinulate the creation
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and strengthening of clusters and networks should also be taken at |ocal and
regional levels, and the Government’'s support should be addressed not to
i ndi vidual enterprises but to local trade, professional and business
associ ati ons, non-governnental organizations and agencies supporting SMEs.
Ef fective collaboration between international organizations dealing wth
enterprise devel opnent was al so needed, so that a common approach to the issues
of devel opment of clusters and networks and enterprise devel opment in genera
coul d be devi sed.

18. UNCTAD's work in the area of inter-firm cooperation was of practical
interest to countries with economes in transition, and should be continued in
various forns. For exanple, UNCTAD, in cooperation with other internationa
organi zati ons, could analyse the nost positive experiences of pronoting inter-
firm cooperation, devel op a checklist of conditions for successful partnerships,
provi de advisory services to CGovernments attenpting to fornulate policies to
support inter-firmcooperation, and prepare a study on innovative non-fiscal ways
of stinmulating the creation of clusters.

19. The representative of Japan enphasized the relevance of inter-firm
partnerships in the light of the Partners for Devel opment meeting in Lyon, which
had resulted in specific partnerships with civil society. A follow up nechani sm
shoul d be established. Japan was concerned to avoid the further marginalization
of devel oping countries, particularly the | east devel oped countries. NetworKking
and clustering could conpensate for sonme of the shortages of funds and increase
the competitiveness of firnms. The Asian financial crisis had created a difficult
situation for many firnms in the region and the Japanese Government was prepared
to provide support through a new financial aid schene worth US$ 30 billion for
Asi a. As the Japanese Prime Mnister had said recently at the second Tokyo
I nternational Conference on African Devel opnent, the private sector had a
critical role to play in African devel opment.

20. The representative of Bangl adesh said that SMEs were critical for economc
devel opnent, and a gl obal enabling environnent was inportant for SME growth in
| ow-i ncone econom es. M crof i nance schenes, technical assistance and the
transfer of technology all had an inportant role to play in that growh.
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Chapter 11
ORGANI ZATI ONAL MATTERS
A.  Opening of the session
21. The third session of the Conmmi ssion on Enterprise, Business Facilitation

and Devel opment was opened on 23 Novenber 1998 by M. Carlos Fortin, Deputy

Secretary-Ceneral of UNCTAD.

B. Election of officers

(Agenda item 1)

22. At its 10th plenary nmeeting, on 23 Novenber 1998, the Conmi ssion el ected
its Bureau as follows:

Chai r per son: M's. Heat her Booth di G ovanni (United Ki ngdom of
G eat Britain and
Nort hern Irel and)

Vi ce- Chai rpersons: M. Tadeous Chifanba (Zi mbabwe)

M. Nat han | runba (Uganda)

M. Jean Luc Le Bideau (France)

M. Sugeng Rahardjo (I ndonesi a)

M. Antoni o Rodas Pozo ( Ecuador)
Rapport eur: Ms. Sim Eivazova (Azer bai j an)

C. Adoption of the agenda and organi zati on of work
(Agenda item 2)

23. At the same neeting, the Comm ssion adopted the provisional agenda

circulated in document TDO/B/COM 3/18. Accordingly, the agenda for the third
session was as follows:
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El ection of officers

Adoption of the agenda and organi zati on of work

The inplications of the post-Uruguay Round economi c environnent for
enterprise devel opnment, including policy issues relevant to inter-

firm cooperation and clustering

The inpact and rel evance of electronic comerce on trade growth and
devel opnent

Provi si onal agenda for the fourth session of the Comr ssion

O her busi ness

Adoption of the report of the Commission to the Trade and

Devel opnent Board.

D. Provisional agenda for the fourth session of the Conm ssion

(Agenda item 5)

[To be conpl et ed]

E. O her business

(Agenda item 6)

[To be conpleted as appropriate]
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F. Adoption of the report of the Conm ssion
to the Trade and Devel opnment Board

(Agenda item 7)

[To be conpl et ed]




