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INTRODUCTION
1. The third session of the Commr ssion on Enterprise, Business Facilitation
and Devel opnent was held at the Palais des Nations, Geneva, from 23 to
27 Novenber and on 14 Decenber 1998. In the course of the session, the

Commi ssion held three plenary neetings (10th to 12th neetings) and 11 inform
nmeeti ngs.



Chapter 1

AGREED CONCLUSIONS AND RECOMMENDATIONS ADOPTED BY
THE COMMISSION AT ITS THIRD SESSION

Agenda item 3: The implications of the post-Uruguay Round economic
environment Tor enterprise development, including policy
issues relevant to inter-firm cooperation, clustering and
networking

2. G obalization and the post-Uuguay Round have brought with them a new
conpetitive environment and hence new requi rements for sustained conpetitiveness
on the part of firms. |In this context, the Comm ssion noted that international
partnering, networking and clustering within localities are some of the best ways
to build and sustain the kind of conpetitiveness that small and medi um sized
enterprises (SMEs) need to survive and grow in a gl obalizing econony.

3. The Commi ssion, taking note of the recommendations in the reports of the
expert neetings on inter-firm partnerships and on clustering and networking
(contained in docunments TD/ B/ COM 3/ 12 and TD/ B/ COM 3/ 14 respectively), agreed on
the followi ng specific reconrendations with regard to agenda item 3.

A. Addressed to Governments

4, Governnments, particularly in developing countries and economes in
transition, are invited to continue their efforts to create an enabling
macr oeconom ¢ environnent and provide basic infrastructure and services,
i ncl udi ng education, to pronote private sector and SME devel opnent, incl uding,
inter alia, inter-firm partnerships.

5. For this purpose, Governments are invited to pronote basic conditions such
as a legal framework that includes a system of property rights, contract |aw,
conmmerci al | aw and bankruptcy | aws, and a sound conpetition climate. Governnents
are also invited to devel op | ocal capital nmarkets and nobilize donestic savi ngs
to facilitate the access of SMEs to finance.

6. Successful neasures to stinmulate enterprise clustering and networking
require a constructive partnership between the public and private sectors and
must provi de demand-driven responses oriented to local conditions. Governnents
are accordingly invited to establish appropriate neans which enpower and
encourage neso-level institutions to effectively support enterprise devel opnent,

including, in particular, inter-firmcooperation
B. Addressed to the international community
7. Wi | e devel opi ng countries have the primary responsibility for devel opi ng

and pronoting their enterprise sector, appropriate policies and support measures
by the international community are of critical inportance. These may include the
provision of targeted technical assistance, access to information networks, and
strengthening support for research and developnment systenms through the
enhancenent of |inkages with enterprises, universities and research institutions,
as well as other appropriate channels.

8. A Dbroad-based effort on the part of the international conmunity is needed
to assist SMEs in developing countries to neet internationally recognized
standards. The international community should build awareness of the existence
of such standards, provide information on how these standards can be nmet and
provi de rel ated assi stance.



9. A major challenge facing SMEs is access to finance. The internationa
comunity should support and pronote research on the feasibility of enhancing,
designing and creating special financial mechanisnms to neet SMES' needs.

10. The international community is invited to facilitate inter-firm cooperation
by contributing to the provision of access to capital, technol ogy and nmanageri al
know how, particularly in the | east devel oped countri es.

11. In support of national and regional initiatives to pronmote inter-firm
cooperation, corresponding efforts should be nade at the level of nultilatera
and/or bilateral cooperation. These efforts could include: support for

progranmmes fostering the creation of inter-firm cooperation opportunities (e.g.
through pilot projects, fairs, study tours, or website linkages); the training
of staff frominterested firns; facilitating technol ogy transfer; the provision
of experts; and financial assistance to support structures as well as information

services. I nternational cooperation schenes in developing countries and
econom es in transition should address the requirenments of nodern production
met hods (e.g. quality control, just-in-tinme production). Partnering agencies

could also assist would-be partners in better articulating their objectives,
focusing on trust-building processes and devel oping activities designed for this
pur pose.

C. Addressed to UNCTAD

12. UNCTAD is requested to conplete expeditiously work mandated by previous
sessions of the Conm ssion and to undertake the foll ow ng tasks:

13. UNCTAD, in cooperation and coordination wth other international
organi zations, is requested to help devel oping countries integrate into networks
of research institutions (in devel oping and devel oped countri es) on networKking,
partnering and clustering issues in order to enable these countries to benefit
fromtheir research results.

14. UNCTAD shoul d exam ne the feasibility, within the context of the EMPRETEC
progranmme, of ways and means of increasing the access of SMEs to finance,
i ncluding international venture capital

15. UNCTAD should undertake case studies to identify best practices in
pronmoting inter-firm cooperation with a view to developing criteria and
checklists of <conditions, capacities and attitudes which nake conpanies
"partnership-ready”; this includes addressing the needs of the |east devel oped
countries at the pre-collaboration |level by identifying ways of enabling
enterprises to build contractual trust through their |egal systems, goodw ||
trust by creating a common vision anmong the partners and technical trust by
strengt hening their technol ogi cal and managerial capabilities to carry out agreed
t asks.

16. UNCTAD shoul d provide advice to governnents on creating an appropriate
policy environment for inter-firmcooperation as well as advice on policy options
wi thin specific sectors.

17. UNCTAD should conpile information or an inventory with a view to
establishing, if necessary, an electronic network of North-South and Sout h- South
partnering programes, relevant associations and organizations engaged in
promoting inter-firm cooperation, including useful information on intermediary
mat chmaki ng agencies, using UNCTAD s website and linking it on-line to the
EMPRETEC and the WAIPA (Wbrld Association of Investnment Pronotion Agencies)
net wor ks.

18. UNCTAD shoul d prepare a study on innovative, non-fiscal incentives which
can be used to stimulate clustering, pronote investnment, develop positive
i nkages within the donestic econony and bring about a greater transfer of skills
and technol ogy.



19. UNCTAD shoul d al so continue and expand its existing technical assistance
programmes for developing countries, which are relevant for enterprise
devel opnent such as EMPRETEC, TRAI NFORTRADE and others. The |east devel oped
countries should have priority in the assistance provided by UNCTAD. The
specific needs of certain developing countries with structurally weak and
vul nerabl e econom es should be addressed. UNCTAD should continue to provide
techni cal assistance to economies in transition

20. The Commi ssion agreed to convene the followi ng expert meeting under agenda
item 3:

Devel opnent of sustainable |ocal services and national and internationa
support neasures including financial and non-financial services, human
resource devel opnent, access to information and an assessnment of access
to technol ogies, to inprove and pronote the role and capacity of small and
medi um si zed enterprises in developing countries within the framework of
a di al ogue between the private and the public sector

Agenda item 4: The 1impact and relevance of electronic commerce on trade
growth and development

21. In the years to cone, the devel opnent of electronic commerce will affect
fundanmentally the functioning of international trade. The participation of
devel opi ng countries - in particular the | east devel oped countries, and certain
devel oping countries with structurally weak and vul nerable economes - and
countries with economies in transition, and in particular of their enterprise
sectors, in electronic conmrerce will be an essential ingredient for growth and
weal th creation at the gl obal |evel.

22. However, present inequalities in access to underlying infrastructures (such
as tel ecomuni cations) and networks (such as the Internet) need to be addressed
if the potential benefits of electronic commerce are to be realized in a truly
gl obal fashion. Equally inportant in this respect will be the ability of these
countries to access relevant information about the technical, |egal, econom c and
policy issues raised by the rapid devel opment of el ectronic comrerce.

23. In this context, the "Partners for Devel opnent” neeting (held in Lyon,
France, from9 to 12 Novenber 1998) constitutes a positive contribution towards
a common under standi ng of the devel oprment di mensi on of el ectronic comrerce. The
Commi ssion considers that the pursuance of this positive approach could
contribute to the work towards an international framework for electronic
commer ce

24, The Conmi ssion expresses its appreciation to the secretariat for the
quality of the analytical documentation produced for its third session, and
stresses the inportance of analytical documentation in raising awareness anong
menber States of the potential benefits and obstacles specific to the devel opnent
di mension of electronic comrerce and in deepening understanding of policy
i nplications. It considers that UNCTAD can nmeke a significant and positive
contribution to the current debate on el ectronic comerce by pursuing such work,
whil e focusing on issues related to trade and devel opnent. This shoul d be done
in cooperation with international organizations which have a specific interest
in the field of electronic conmerce.

25. The Commi ssion takes note of the recomrendati ons of the expert meeting on
"Capacity-building in the area of electronic commerce: human resource
devel opnent™, contained in docunent TD/ B/ COM 3/13

A. Addressed to Governments



26. CGovernnments are invited to provide the proper legal and regulatory
environment for the rapid development of electronic comerce and its
di ssemi nation anong enterprises, especially small and nmedi um si zed enterprises
with a viewtowards, inter alia, facilitating interoperability. |In particular

policy measures likely to encourage investnent in |ocal telecomunications
infrastructures and Internet connectivity should be considered as a precondition
for the enhancenent of the participation of all countries in electronic conmerce.

27. Both the private sector and the public sector have inportant contributions
to make to the design of the national and international rules and guidelines
which will allow a fair and truly global dissemnation of the benefits of

el ectronic commerce. Governnents are invited to pay appropriate attention to the
experience and expertise of their own enterprises in the area of electronic
commer ce

28. Governments are invited to pursue their efforts to give appropriate
consideration to the devel opnent inpact of the possible rules and regul ations
they could adopt nationally, regionally and internationally in the field of
el ectroni c conmerce

B. Addressed to the international community

29. The international community is invited to strengthen assistance to these
countries in the following priority areas:

(a) Rai si ng the awareness of governnent officials, trade practitioners
and entrepreneurs about the various |egal, technical and economc
di nensi ons of electronic commerce, and their potential inpact on the
ability of +these countries to participate nore actively in
i nternational trade

(b) Offering practical learning and information tools to enhance the
ability of such countries and their enterprises to use the
techni ques of electronic comrerce effectively;

(c) St rengt heni ng devel oping countries’ ability to enhance their trade
efficiency through the use of electronic neans;

(d) Provi di ng necessary assistance to these countries in capacity-
building and in setting up the necessary l|legal and regulatory
framework to benefit fromelectronic comerce

(e) Facilitating broader participation of these countries in the work
towards an international framework for electronic comrerce

C. Addressed to UNCTAD

30. The Conmi ssion takes note of the existing cooperation between UNCTAD and
ot her relevant international and regional organizations which have rel evance in
the field of electronic commerce and stresses the inportance of further enhancing
such cooperation.

31. The Commission requests that UNCTAD gather information relevant to
devel opnent-rel ated dinmensions of electronic comerce and that this be posted
on UNCTAD s website. Such information could include devel opnment-related

programes of international organizations as well as basic statistics on Internet
access and connectivity.

32. The UNCTAD secretariat is encouraged to pursue its analytical and research
work on the |inks between el ectronic commerce and devel opnent, w th special focus
on nmeasures and policies likely to enhance the ability of these countries to
participate nore fully in global electronic comerce. The secretariat is
encouraged to approach other rel evant organi zations to produce joint studies in



areas of particular interest to these countries. Specific inportance should
continue to be attached to the |inks between electronic comerce and trade
facilitation. Such work should be made available to other relevant
organi zations, in particular the Wrld Trade O gani zati on (WO).

33. The Conm ssion requests UNCTAD to organi ze regional electronic conmerce
wor kshops; enphasi s shoul d be put in such workshops on stinulati ng exchanges of
experiences anobng enterprises having a practical knowl edge of electronic
commer ce

34. The Conmi ssion takes note of the secretariat’s revised proposals for the
Trade Efficiency Assessnment Methodol ogy (TEAM and encourages the secretariat to
approach possi bl e donors to expand, if necessary, to other countries the val uable
exercise carried out in Canbodi a.

35. The Conmi ssion takes into account and supports UNCTAD s work in the area
of electronic comerce. Concerning the Trade Point Programme, the Conmi ssion
reserves its conclusions for its next session in the light of the ongoing
di scussion on the in-depth review of that programme in the Wrking Party on the
Medi umterm Pl an and the Progranme Budget.

36. The Commi ssion agreed to convene the followi ng expert meeting under agenda
item 4:

Capacity-building in the area of electronic comerce: |egal and regul atory
di mensi ons:

(a) Potenti al inpact on devel oping countries of the | egal and regul atory
proposal s currently being discussed in international foruns;

(b) Capacities and policies to be considered by devel opi ng countries and
the international community to stinulate the participation of
smal | er players (including small and nedi umsized enterprises and
| east devel oped countries) in global electronic comerce.

37. It decided to nmandate its extended Bureau to consider the topic for the
second expert neeting under this agenda item



Chapter 11

OPENING STATEMENT

38. The Deputy Secretary-General of UNCTAD said that the Conmm ssion on
Enterprise, Business Facilitation and Devel opnent had achieved a nunber of
results in the two years of its existence. Wth regard to agenda item 3 and the
Conmi ssion’s work on enterprise devel opment, he highlighted the results of two
expert meetings held in 1998, one on inter-firm partnerships (TD/ B/ COM 3/12) and
the other on clustering and networking (TD/B/COM 3/14). The first had reaffirmed
the role of SMEs and their critical contribution to enploynment, growh and
devel opment, while the second had stressed the inportance of partnerships

clustering and networking as a mechanismto help firns to grow and survive in the
post - Uruguay Round conpetitive environnment. Cooperation could be particularly
useful in pronoting capacity-building in technology, marketing and manageri a

know- how. The expert neetings had adopted a series of recommendati ons ai nmed at
different groups of devel opnment actors, including Governments, the international
comuni ty and UNCTAD.

39. 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), held from 29 June to
1 July 1998, which had 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
recommendat i ons, UNCTAD had pursued its work on: (a) conceptual and quantitative
anal ysis of the inpact of electronic commerce on trade and devel opment; (b) the
organi zation of regional semnars to raise the |evel of awareness of nmenber
countries about the possibilities and challenges of electronic comerce; (c) the
producti on and dissem nation of training packages, in particular through its
TRAI NFORTRADE/ el ectronic trade activities; and (d) use of the G obal Trade Poi nt
Network (GTPNet). Since the second session of the Conm 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.

40. The "Partners for Development” neeting, 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 opment, partnering and investnent pronotion, including the conclusion of
18 partnership agreenents, of which five were on enterprise devel opnent focusing
on entrepreneurship and SME devel opnent in devel oping countries. An inportant
aspect of inter-firm cooperation was the relation between domestic firnms and
foreign firms, and in Lyon |ocal entrepreneurs had had an opportunity to talk
with executives from gl obal corporations about big firnms helping small firms.
Oficials of investment 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 i nnovati on and sustai ned devel opnent in the enterprise
sector.

41. The Lyon neeting had also been a nmilestone event with regard to UNCTAD s
work on microfinance, business facilitation and el ectronic comerce. Particul ar
mention should be made of inportant statements nade at the opening session of
GET UP (d obal Electronic Trade - United Nations Partnerships) by the Deputy
Secretary-CGeneral of the Organisation for Econom c Co-operation and Devel opment
(OECD) and by the Vice-President of the Wirld Bank on the role of UNCTAD in
shaping a global framework for electronic comerce, 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 111

THE IMPLICATIONS OF THE POST-URUGUAY ROUND ECONOMIC ENVIRONMENT FOR
ENTERPRISE DEVELOPMENT, INCLUDING POLICY ISSUES RELEVANT TO
INTER-FIRM COOPERATION AND CLUSTERING

(Agenda item 3)

42. For its consideration of this item the Comission had before it the
fol |l owi ng docunent ati 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);

"Report of the Expert Meeting on Clustering and Networking for SME
Devel opnent” (TD/ B/ COM 3/ 14) .

43. The representati ve 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 economc 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 trenmendous pressure to
change but had limted nmeans to do so. That fact had enmerged 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 mght have attenuated some 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.

44, The nonitoring of changes in conpetitive conditions, the evaluation of new
technol ogi cal alternatives and market opportunities, the availability of access
to such information and building up the skills needed to manage 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 makers and their social partners. From a
clustering, networking and partnering perspective, trenmendous advantages coul d
be gai ned by conpl enenting | ocal networking and partnering with simlar |inkages
to firnms and other actors abroad. The post-Uruguay Round era had al so brought
with it new rul es governing international conmrerce, which firnms would be obliged
to respect; clustering, networking and partnering were powerful instruments in
that area. Clustering nade possible the cost-effective provision of new
technol ogi es. Research and devel opnent networks were a vital way for research
institutes and firns 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 partnerships anongst firns in close proximty made possible the creation
of the positive externalities such as training programmes and testing
| aboratories that were needed to neet the new quality standards.

45, The post-Uruguay Round era had also created new challenges for policy
makers trying to provide support to the enterprise sector. There were nmany 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.

46. Referring to the progress report on the inplementation of the
recommendations of the first and second sessions of the Comr ssion
(TD/ B/ COM 3/ CRP. 1), she highlighted the anal ytical work and technical assistance
undertaken by the secretariat over the past two years, much 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 devel opnent of innovation, entrepreneurial and
technol ogical capabilities was an ongoing process; much of it was being
undertaken through EMPRETEC and the programes on Centres for Innovation and
Enterpri se Devel opment, which were being extended to new regions and countries.

47. The representative of Argentina, speaking on behalf of the Latin American
and Caribbean Group, suggested that the Comm ssion should consider how to tackle
the | oss of conpetitiveness experienced by Central Anerican enterprises as a
result of the damage caused by Hurricane Mtch. Wth regard to conpetitiveness,
the access by SMES to financing was an inportant issue. The expert neetings held
in the course of the year had nmade sone inportant recommendations. One of the
basic functions of Governnents was to create a stable and favourable
macroecononm ¢ environnment, a suitable legal framework and the necessary
infrastructure for pronmoting 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 Organization (UNIDO, the International Trade Centre (ITC), the
I nternational Labour Organization (ILO and the United Nations Devel opment
Programe ( 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 stinmulate clustering and networks
of enterprises as recommended by the experts, the limts and consequences of such
incentives with regard to commitnents nade w thin WO woul d need to be taken into
account .

48. The representative of Mauritius, speaking on behalf of the African Group
said that the new conpetitive environment of the post-Uruguay Round era had
triggered a wave of I|iberalization and globalization and brought chall enges as
well as threats to entrepreneurs. African SMEs, which provided enploynment to
| arge sections of the popul ation, were dom nated by a sectoral dualismin which
weaker economic structures were often dominant. The interdependence in which
SMEs were supposed to live was fraught with increased conplexity and risks of

instability and rmarginalization. For many African SMES, the opportunities
created by technol ogi cal advances, the increased nobility of production factors
and regional trading arrangenents 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 econom c
gromh and stability.

49. The younger generation of educated African entrepreneurs, many of whom were
wonen, were not able to use all their know edge and i deas, mainly because of the
| ack of nmeans to give shape to their ideas or to inplement projects that were
al ready conceived or planned. There was a need for conplenmentary 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 nmarket,
m crobusi ness points and m cro-insurances schenes shoul d 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 firns.

50. Referring to UNCTAD s work on a positive agenda for devel opi ng countries
in the upcoming nultilateral trade negotiations, he pointed to the need to
hi ghl i ght what menbers of the African Group regarded as the |oss of policy
aut ononmy that had arisen from their commtnments under various Uruguay Round
agreements, especially the Agreenment on Trade-Related Investment Measures.
Certain policy measures should be considered as special and differential
treatnment for developing countries, not as trade-distorting measures. The
i nternational community should urgently devi se appropriate support structures and
mechani sms whi ch woul d address the specific needs of African SMES and enhance
their participation in the global economny. He expressed the hope that the



various partnership agreenents between UNCTAD and other parties in the area of
enterprise devel opnent, signed at the Lyon neeting, would expand further to
i ncl ude African concerns.

51. The representative of India, speaking on behalf of the Asian Group and
China, drew attention to the context of the topic, which was the devel oping
countries’ efforts to achieve economc growh. Referring to the expert neeting
on inter-firm partnerships, he stressed that the neeting had reached val uabl e
conclusions and specific recomendations addressed to Governnments, the
i nternational community and UNCTAD. The neeting had highlighted the role of

Governnents 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

research and devel opment reached the enterprises. However, there was a need for
a suitable international environment for which the international comunity woul d
take sonme 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

52. The representati ve of Austria, speaking on behalf of the European Union,
enphasi zed the inmportance of a conprehensive approach to enterprise-related
devel opnent 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 partnershi ps and on clustering and networking had been
hel pful .  Such work needed to focus on countries with particularly |Iow |levels of
human and physical capital. The inplenentation of the Uruguay Round agreenents
was |largely on track, with | andmark agreements recently being concluded in WO
on trade and information technol ogy, basic telecomrmunications and financial
services. A key to successful enterprise policies was innovation-based nodes of
conpetition, including continuing quality inprovement, better after-sales service
and continuous inprovenents in production and processi ng nmet hods, technol ogy and
organi zati on. However, equitable economc growth, which would be essential for
any significant reduction of poverty over tine, required the creation by
Governnents of a growh-oriented econom c framework, institutional reform and
good gover nance.

53. The representative of the Russian Federation said that in the current
conditions of globalization and increased conpetition, fornms 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 Governnents in providing favourable nacroeconon c
conditions, a suitable legal framework and basic infrastructure for such
cooperation. Governnments should more actively collaborate with business
associ ati ons, research and devel opnent institutions, business servicing centres
and non-governnental organi zations, and should enpower all of them so that they
could contribute nore effectively to such cooperation. At the same tine,

Covernnents shoul d not inpose structures on enterprises but should facilitate the
devel opment of partnershi ps anong them Measures to stinulate the creation and
strengt heni ng of clusters and networks should al so be taken at |ocal and regiona

l evels, and the Governnment’s support should be addressed not to individua

enterprises but to local trade, professional and business associations, non-
gover nnental organi zati ons and agenci es supporting SMEsS. Effective coll aboration
bet ween international organizations dealing with enterprise devel opment was al so
needed, so that a comon approach to the issues of devel opment of clusters and
networ ks and enterprise devel opment in general could be devised.

54, UNCTAD's work in the area of inter-firm cooperation was of practica
interest to countries with economes in transition, and should be continued in
various fornmns. For exanple, UNCTAD, in cooperation with other international
organi zations, could analyse the npst positive experiences of pronoting inter-
firm cooperation, devel op a checklist of conditions for successful partnerships,
provi de advisory services to CGovernments attenpting to formulate policies to



support inter-firmcooperation, and prepare a study on innovative non-fiscal ways
of stinmulating the creation of clusters.

55. The representative of Japan enphasized the relevance of inter-firm
partnerships in the light of the "Partners for Devel opment” neeting in Lyon,
which had resulted in specific partnerships with civil society. A followup
mechani sm shoul d be established. Japan was concerned to avoid the further
mar gi nal i zati on of developing countries, particularly the |east devel oped
countries. Networking and clustering could conpensate for some of the shortages
of funds and increase the conpetitiveness of firms. The Asian financial crisis
had created a difficult situation for many firms, particularly SMES, in the
regi on. In its efforts to support those firms, the Japanese Governnent had
i mpl emented a series of econom c assistance nmeasures worth US$ 44 billion, a
significant part of which had been allocated to the support of |ocal enterprises
and trade financing. It had al so announced a new financial aid schenme for Asia
worth US$ 30 billion, to be inplenented in accordance with the specific needs of
each country. As the Japanese Prine Mnister had said recently at the Second
Tokyo International Conference on African Devel opnent, the private sector had a
critical role to play in African devel opment.

56. The representative of Bangladesh said that SMEs were critical for economc
devel opnent, and a gl obal enabling environment was inportant for SME growth in
| ow-i nconme economi es. M crof i nance schenes, technical assistance and the
transfer of technology all had an inportant role to play in that growh.

Summary of the informal discussions on agenda item 3 ¥

57. The informal discussions on inter-firm cooperation focused on both the
opportunities created by inter-firm cooperation, clustering and networki ng and
the chall enges faced by SMEs. [Issues addressed included access to finance, |ack
of awareness of international product standards, the appropriate role of the
State, the need to achieve balance in strategic alliances (North-South
partnerships) and the need to identify national potential before seeking such
part nershi ps. Di scussion was assisted by an expert resource person

Dr. Prasada Reddy, who introduced the agenda itemw th a short presentation of
the key issues.

Trends in inter-firm cooperation

58. It was enphasized that although the nunber and variety of inter-firm
alliances had grown significantly since 1980, there was a | ack of consistent data
on inter-firmcooperati on agreements. There was evidence to suggest that firns
were entering into agreenents as a result of gl obal competitive pressures and in
order to share know how and techni ques that were specific to a given firm and
that could not be obtained through traditional market exchanges. Know edge
acquisition, flexible market responses and long-term strategic interests were
behi nd those agreenents. The avail abl e data suggested that the majority of
agreenents were still taking place anpbng the triad of industrialized blocs (the
United States, western Europe and Japan), wi th devel opi ng countries and econoni es
in transition currently having a smaller, though gradually increasing, share.
By contrast, the nunber of such agreenents involving firms from the | east

devel oped countries, particularly African enterprises, was still extrenely | ow
(for exanple, only 0.2 per cent of inter-firm technology alliances involved
African partners). Also a considerable nunber of agreenents were in high-

technol ogy sectors. A nunber of factors appeared to have contributed to the
success of those alliances, including a clear definition of objectives and an
early agreenment on the form of cooperation, the task ahead, the nethodology to
be used and mutual expectations ("initial conditions"”). Trust, the prom se of

v Prepared by the UNCTAD secretariat.



creating value and adjustment capacities ("flexibility") were also anong the
factors which were crucial to successful inter-firm cooperation. Successfu

alliances tended to be evolutionary in nature and subject to interactive
| earning. Several concrete exanples were given and the role of different actors
(such as Governnents, research and developnent institutions and the firns
t hemsel ves) was highlighted.

Opportunities for inter-firm cooperation

59. It was pointed out that inter-firm cooperation opened up a nunber of
opportunities which could help firns to stay conpetitive and to grow. Fromthe
perspective of firns from devel opi ng countries and countries with economes in
transition which did not possess the advanced technol ogi es and know edge of the
gl obal distribution network, inter-firm cooperation offered the neans of
acquiring such capabilities. That was particularly relevant to SMEs. However,
the form of cooperation to be adopted depended on the type of industry, the
resources of the firns and the objectives of the alliance envisaged. As a
result, national policies to pronote inter-firm cooperation should take into
account the needs of different sectors. The needs and requirenents of the | east
devel oped countries for enterprise devel opment, including inter-firmcooperation,
were different fromthose of the devel oped worl d.

Role of the State in promoting inter-firm cooperation

60. Policies at the macro | evel should provide a general framework that woul d
facilitate inter-firm cooperation. |In that respect, the role of the State was
hi ghlighted, particularly with regard to the creation of a stable macroecononic
envi ronment and a | egal framework conducive to enterprise devel opment. The needs
and requirenments of the |east devel oped countries for enterprise devel opnent,
including inter-firm cooperation, were different from those of devel oped
countries. In discussing the role of the State, many del egates enphasi zed the
i nportance of public-private sector dialogue and neasures were suggested to
strengthen the form of partnership in which the interests of all parties could
be represented. It was also suggested that policies should encourage
pr of essi onal and busi ness organi zations to formnon-profit internediaries that
could act as catalysts in pronmoting inter-firm cooperation and offer advice to
SMEs. Sone del egations felt that, given the resource constraints they faced

Covernnents should identify sectors that could be successful and give priorities
to those sectors in their programes and policies. Vil e highlighting the
primary responsibility of national CGovernments for the devel opment and pronotion
of SMES, representatives from devel opi ng countri es enphasi zed the critical need
for appropriate support and assistance from the international comunity,
particularly through the UNCTAD technical assistance programes which were
rel evant to enterprise devel opnent. Such programes, which included EMPRETEC and
TRAI NFORTRADE, coupled with the synergies resulting from closer cooperation
bet ween UNCTAD and ot her international organizations, could benefit devel oping
countries in their efforts to develop a conpetitive donestic private sector

61. Bi ot echnol ogy was identified as a sector in which international inter-firm
cooperation could have potential inmportance for |east devel oped countries in
particular. The experience of Costa Rica was discussed as a very interesting
exanmpl e of a country in which a great deal of preparation had been done in that
area to ensure that good results could be achieved for sustainabl e devel opnent.
That country had laid the groundwork for international inter-firmcollaboration
in the area of biotechnology by first identifying its own potential and defining
clear objectives fromthe outset. It had decided not just to conserve the rich
bi odi versity of its tropical forests, but also to capitalize on it in an
environnental |y sound and sustai nable way. That was achi eved by careful study
of legal and intellectual property rights issues, and by the adoption of policies
in which the mnistries of education and the environment played key roles, and
whi ch al so i nvol ved universities and civil society at large. Careful attention
was given to the precise codification of species to ensure that the nationa

weal th of biodiversity could receive proper |egal protection under national and



international law. The entire popul ation was made aware of the national treasure
of biodiversity and of its economc value. Even schoolchildren were nobilized
and trained to collect biodiverse materials. Al the country s universities were
equi pped with | aboratory facilities to process sanples for pharmaceutical use,
and the country’s biodiversity was being mapped and codified. Costa Rica had
al so entered into alliances and partnership agreements with pharnmaceutical firnms
to help in marketing the products of its forests. Costa Rica s policy attached
i nportance to the role of its indigenous popul ations, who were the traditiona
guardi ans of the country’s biodiversity.

62. A corollary to safeguarding and capitalizing on biodiversity was the
devel opnent of eco-tourism which had now grown to be Costa Rica s principal
i ncome-earning activity, alongside its inconme from coffee and bananas. Lessons
to be learned from the Costa Rican experience were that devel oping countries
needed to identify their potential and to establish clear policy objectives
before entering into alliances or partnerships for marketing that potential in
a sustainable fashion. A clear wunderstanding of international |aw and
intellectual property rights issues was of the utnopst inportance in devel oping
national policy in that area. At the sane time, it had to be renenbered that
enterprises did not enter into alliances for charitable reasons, but for profit.

Policies and programmes to promote partnering

63. There was a di scussion of sonme of the ways in which clustering could be
facilitated. For exanple, opportunities could be identified through sem nars,
fairs and study tours. The "Medicon Valley" biotech cluster in Sweden and the
Bangal ore software cluster in India were given as exanples of spontaneous SME
clustering which had benefited from the presence of a know edge centre. The
absence of a pivotal resource centre in devel oping countries often |ed clustered
SMEsS to continue to conpete on the basis of permanent cost and wage reductions
in traditional activities.

64. In order to attract foreign firms, and to make sure that the cluster
conpeted in pursuit of devel opnent objectives, it was suggested that |oca
governnents should i nvest in human resource devel opnent and infrastructure. In

Bangal ore, highly skilled workers were readily available, and inter-firm
cooperation was stimulated by the presence of support facilities, such as the
Indian Institute for Information Technology, to which Mcrosoft had now
decentralized sone of its basic research activities.

65. The existence of a cluster depended on the degree of inter-firm
cooperation. It was pointed out that partnership and trust were two inportant
factors in SME clustering and networking, and they could be facilitated by
nati onal Governnents as well as by the international community. Were no
i nteraction anong busi ness took place, as was often the case in science parks or
i ncubators, it was observed that spatial agglonmeration was not enough to
stimul ate cunul ati ve growth dynam cs. Wen setting up that kind of SME support
structure, a certain honogeneity anong targeted business groups should be
ensured. The success of a cluster should be nmeasured also in terns of its inpact
on the working conditions of enployees and on the |living conditions of the |oca

popul ati on.

66. A number of del egates described different devel opment assi stance schenes
that furthered partnershi ps between enterprises from devel oped and devel opi ng
countries. Under such schemes, Governnents in sone devel oped countries offered
a range of incentives to SMEs to set up in developing countries and create
i nkages with | ocal SMEs. For exanple, the Norwegi an devel opnent assistance
scheme pronoted partnerships by providing subsidized trips and |oans under
favourabl e conditions to Norwegi an conpanies interested in seeking partners in



African and Asian devel oping countries, including through Norway’ s technica
cooperation progranme. Trade with those countries was facilitated by duty-free
access to Norway of products that resulted from such joint-ventures.

67. One del egation underlined the need for an integrated approach to enterprise
devel opnent based on policy interaction anmong the private and public sector
actors at the macro, neso and micro levels, on the principle of subsidiarity,

di al ogue and public-private sector partnerships. For exanple, the European
Busi ness Assi stance Schenme (EBAS) was founded on those principles. EBAS was to
i npl erent a new strategy for the devel opnent of the private sector. Its main

obj ective would be to increase the conpetitiveness of firns in the countries of
the African, Caribbean and Pacific region under the Lomé Convention. Twenty
mllion ECUs over a three-year period would be avail able to assist individua
enterprises, groups of firms and intermediary organi zati ons. The programre woul d
make avail able subsidies to cover 50 per cent of the access to and devel opnent
of business support services, both at the enterprise level and at the | evel of
the providers of business assistance services. Activities would not only be
suppl y-driven, but al so demand-driven.

68. One delegate described the promotion of constructive South-South
partnershi ps between Asian and African enterprises. The Second Tokyo
I nternational Conference for African Devel opnent, held in COctober 1998, had
adopted the Tokyo Agenda for Action, which guided the inplementation of policy
by Asian countries and their partners for African devel opnent. The Governnent
of Japan had announced its assistance in establishing an "African |nvestnent
I nformation Service Centre"” in cooperation with Mlaysian and internationa
organi zations, as well as its intention to help organize the "Asia-Africa
Busi ness Forum in 1999 in order to explore business opportunities for Asian and
African enterprises.

Financing needs

69. The delegates highlighted finance as a critical elenment in pronoting
enterprise devel opnent. Finance, particularly mcrofinance, was anong the key
i ssues discussed at the "Partners for Devel opment” neeting in Lyon, and severa
devel opi ng countries considered mcrofinance to be the nost inportant aspect of
SME support. However, access to credit and the financing of SME operations
remai ned a maj or problemin devel opi ng countries, despite notable successes in
the provision of mcrofinance. Wile mcrofinance had proved to be an inportant
support neasure for mcro and informal sector enterprises, it could not address
SMEs’ financing needs. There was an urgent need to find new and original
solutions to address the problem of access and develop credit and financing
facilities which could neet the specific needs of SMEs. For exanple, Governnents
could explore the devel opment and provision of credit and export guarantee
schenes specifically for SMEs, and coul d consi der ways of facilitating SME access
to capital markets. Capital markets were an inportant source of finance which
had so far been accessible mainly to larger firnms. UNCTAD was called upon to
assi st Governnments in exploring the possibilities for devel oping | ocal capita
mar kets for SMEs. The Intergovernmental Wrking Goup of Experts on
I nternational Standards of Accounting and Reporting Standards (I1SAR) was
currently researching affordabl e ways i n which SMEs coul d achi eve the account ancy
standards required to access capital markets.

Increasing awareness and knowledge of international product standards

70. Del egates noted the inportance of increasing awareness and know edge of
i nternational product standards. SMEs needed to be aware of internationally
agreed product standards with which they would have to conply if they were to
participate in the international market. SMEs from devel opi ng countries and
countries with economes in transition had problems in neeting such product
standards, as a result of their |lack of know edge of the standards and how to
i mpl ement them as well as the high cost of certification. A broad-based effort



on the part of the international comunity was needed to create a nore enabling
gl obal environnent that could assist developing countries in neeting those
standards. Partnerships could play an inportant role in dissem nating know edge
to countries on how the standards could be net.

71. There was al so scope for South-South cooperation in preparing countries to
meet international product standards. Mor eover, South-South inter-firm
cooperation had certain conparative advantages, including |ower costs and the
fact that they shared many of the same problens and had sinmil|lar experiences.

EMPRETEC

72. Several delegations reiterated the inmportance of UNCTAD s work on the
devel opment of SMEs, particularly technical assistance for enterprise devel opment
as provided by the EMPRETEC programre. The UNCTAD secretariat was asked to
conpile information on relevant associations and organizations involved in
promoting inter-firmcooperation in the North-South and Sout h-South contexts.

Progress report and assessment of expert meetings

73. Many del egates wel conmed the progress report on action taken on the
recomendati ons of the first and second sessions of the Comm ssion on Enterprise,
Busi ness Facilitation and Devel opnent. It was agreed that, bearing in mnd

resource constraints, attenpts should be made to ensure a |ink between past and
future work by the secretariat in inplenenting the Comm ssion’s recommendati ons.
In that respect, a nunber of del egates enphasized that the expert meetings on

respectively, inter-firm cooperation, and clustering and networking had
hi ghlighted certain key principles for the devel opment strategy of SMEs. They
i ncluded the conpl enentary roles played by a nunber of agents at the macro, neso
and micro levels, and the need to create constructive |inkages between the public
and private sectors. Enmphasis was also placed on the need to strengthen and
enhance the role of intermediary organizations and the need for SME support
measures to be demand-driven rather than supply-oriented.

74. Del egati ons expressed concerns about the backl og of unfinished analytica
work which had been requested at the second session of the Conm ssion on
Enterprise, Business Facilitation and Devel opnent. Taking this backlog into

account, del egations recognized that it would not be feasible for the secretariat
to undertake all of the additional items of analytical work which had been
recommended by the two expert groups, despite their potential value. The
chai rperson was requested in particular to record the interest of del egations
from devel oping countries in possible future work on the study of evaluation
met hodol ogi es to assist governnents in their choice of business devel opnent
servi ces, as reconmended in paragraph 20 of the "Report of the expert neeting on
clustering and networking for SME devel opnent” (TD/ B/ COM 3/ 14).



Chapter 1V

THE IMPACT AND RELEVANCE OF ELECTRONIC COMMERCE
ON TRADE GROWTH AND DEVELOPMENT

(Agenda item 4)

75. For its consideration of this item the Comission had before it the
fol |l owi ng docunentati on:

"Inmplications for trade and devel opment of recent proposals to set
up a gl obal framework for electronic commerce" (TD/ B/ COM 3/17);

"Policy issues relating to access to participation in electronic
comerce" (TD/ B/ COM 3/16);

"Report of the expert neeting on capacity-building in the area of
el ectroni c comerce: human resource devel opnent” (TD/ B/ COM 3/ 13);

"Trade efficiency assessnent nethodol ogy (TEAM: an update”
(TD/ B/ COM 3/ 15).

76. The representative of the UNCTAD secretariat, introducing agenda item 4,
said that electronic commerce was an area in which UNCTAD and its sister
institutions, especially ITC and the Econom ¢ Comm ssion for Europe (ECE), had
a head start, having addressed the issue as early as 1991, when the trade
efficiency progranmme was | aunched. Since then, the international community had
started to devote nore attention to the main policy, regulatory, |egal, economc
and technical issues underlying electronic comerce. At the mnisterial
conference of the OECD on "A borderless world', and at the "Partners for
Devel opment™ meeting 1in Lyon, it was considered that the design and
i mpl enentati on of a global framework for electronic comerce required that the
devel opnent dinmension should be treated as a matter of priority. In that
context, the work and rel evance of UNCTAD was increasingly seen as central

77. It was inportant to address the issue of developnent and electronic
conmerce with at least two questions in mnd, namely: what were the conditions
under which developing countries would be able to access the technol ogies,

infrastructure and know how necessary to be active participants in globa

el ectronic conmerce? And, assuming that such access existed, how would
devel opi ng countries and their enterprises use it? |In other words, what kind of
content would circul ate on such global networks? Those thenes had been addressed
at the meeting in Lyon and in the docunents on el ectronic commerce produced for
the current session of the Conm ssion. That work would become even nore
i nportant as the next WO mnisterial conference drew near, and as UNCTAD
prepared for its tenth conference, in Bangkok

78. Fol | owi ng the recommendati ons of the expert neeting on "Capacity-building
in the area of electronic comerce: human resource devel opnent”, the secretari at
was receiving an increasing number of requests from menmbers to develop its
training and human resource devel opnment programme in the area of electronic
comerce, and therefore a nunber of specific products had been devel oped, in
particular within the TRAI NFORTRADE progranme.

79. Wth respect to the Comm ssion’s request to report on the progress of the
trade efficiency assessnent exercise, a revised and sinplified approach had been
suggested by the secretariat. The suggestion was based on a practical study
carried out a few nonths earlier in Canbodi a.



80. He introduced the progress report describing the ways in which the Division
on Services Infrastructure for Devel opnment and Trade Efficiency had inpl enented
the recommendati ons made by the Commission at its first two sessions. Miuch had
been achieved, in spite of the heavy workl oad generated by the preparations for
the Lyon meeting and shrinki ng extrabudgetary resources.

81. He gave a brief account of the outcone of the "Partners for Devel oprment™
nmeeting. Feedback suggested that the positive spirit shown at the nmeeti ng woul d
be carried forward, and that UNCTAD woul d be able to use the inpetus from Lyon
to prepare in the best possible fashion for UNCTAD X. In Lyon, sonething new had
been attenpted and sonet hi ng new had been achi eved. The current di scussi on woul d
build on that success and confirmthat UNCTAD was, as its creators had intended,
a true agent of change for devel opnent.

82. The representative of Argentina, speaking on behalf of the Latin American
and Caribbean Group, underlined the inportance of electronic comerce for
devel opnent, and expressed the hope that el ectronic comrerce and data exchange
could be used to help the Central American countries in their efforts to overcone
the devastating effects of Hurricane Mtch

83. The Internet had grown remarkably, from one mllion users in 1992 to
approximately 100 million in January 1998. According to UNCTAD docunentati on
there were now nore than 8.5 mllion users in Latin Arerica and the Cari bbean and
34 mllion were forecast for the year 2000. The number of websites was expected
to increase to 500,000 in 1999.

84. El ectroni ¢ commerce was beginning to have an inpact on traditional forns
of trade and related services, and would inevitably have an inpact on the
rel ati ons between busi ness, consuners and Governments. Meanwhile, the franmework
for electronic conmerce was being studied by a number of institutions, such as
the World Intellectual Property Organization (WPO, the United Nations
Commi ssion on International Trade Law (UNCI TRAL), the CECD and WO, and
devel oping countries were faced with negotiations to regulate and define the
future use of electronic transm ssions. UNCTAD s work was particularly inmportant
in focusing on the devel opmental aspects of electronic comrerce, and UNCTAD
needed to use its analytical ability to assess the social and econom c inpact of
el ectronic comrerce on the developnent of the Latin Anerican and Caribbean
region. Local businesses would greatly benefit from guidelines and training in
el ectroni c commrerce

85. In the forthcom ng discussions at the current session of the Conm ssion on
ways of facilitating the access of devel oping countries to electronic comerce,
attention should be given to the need to determne the appropriate ways to
i mprove Internet access, particularly with regard to the | egal framewsrk and the
econom c and financial inplications. He noted that UNCTAD s Trade Point
Programe was an inmportant element to be taken into account in that exercise.
He therefore recomended that an expert neeting, with the participation of
representatives from Trade Poi nts, should be convened in 1999 to di scuss matters
pertaining to el ectronic comerce.

86. The representative of India, speaking on behalf of the Asian Group and
China, said that UNCTAD was a vital link in the chain of trust and nutua
under st andi ng that needed to be built and strengthened in the area of electronic
conmer ce. The Asian region had been one of the world s main sources of
i nformati on technol ogy, equipnment and services over the |last two decades. The
region’s high level of education and conmputer literacy made it a potential major
pl ayer in global electronic commerce. Also, a large nunber of Asian countries
had participated in the drafting of the proposals on electronic comrerce made by
the countries of the Asia-Pacific Econom c Cooperation (APEC) forum which were
among the nost advanced sets of proposals put forward by a regional group of
countries. However, Asia also included sone of the poorest countries in the
world, and for those countries, electronic comerce would not becone a reality




unl ess the basic issues of access to information infrastructure and human
resource devel opnent were addressed. The Lyon neeting had provided a mgjor
opportunity to address those issues. He noted with satisfaction that the first
Trade Efficiency Assessment Pilot Study had been carried out in an Asian | east

devel oped country. It was to be hoped that the next few nonths would see a
renewal of donor interest in the Trade Point Programre, as recent devel opnents
in the programme in several Asian countries had been very positive. The

Conmmi ssion could rmake an inportant contribution to enhancing the way in which
el ectronic commerce was dealt with at UNCTAD X, where it would be one of the nost
i mportant itens on the agenda.

87. UNCTAD should make efforts to inprove the current infrastructure
deficiencies in devel oping countries in terns of hardware, the |egal franmework
and human resource devel opment, to enable those countries, particularly the | east
devel oped countries, to take advantage of electronic conmerce and avoid
mar gi nal i zati on. UNCTAD ought to participate actively in all internationa
foruns where the international rules and standards of electronic comrerce were
bei ng devel oped, to protect the interests of the devel opi ng countries.

88. The representative of Mauritius, speaking on behalf of the African Group
said that electronic comerce was bound to affect fundanmentally the way econom c
activities were conducted, particularly with regard to business and financia
services, entertai nment and tel ecommunications. |In those circunstances, there
woul d be no place for onlookers, and collaborative and cooperative alliances
woul d be comonpl ace. Those positive devel opments would have their own far-
reachi ng consequences and inplications for the necessary infrastructure, |ega
and regulatory issues, proprietary rights and other trade, technical and
financial issues related to electronic comerce. The devel opnment di mensi on
shoul d not be ignored, and UNCTAD should use its conparative advantage in such
a way as to ensure coordination and synergy in the work of all the rel evant
organi zations and the international community in general in order to avoid the
dangers of marginalization. Developing countries, and their small and nmedi um
sized enterprises, should derive benefits from the devel opment of electronic
commerce: to do so, they needed to commit thenselves to that devel opnment, as
African Mnisters had already done in giving their assent to the WO Decl arati on
on G obal Electronic Commerce in May 1998.

89. The representative of Cuba said that electronic comerce was another
expression of the pressure of globalization. A solution had to be found to the
probl ens of human resources and the financial cost of access to the Internet in
order to avoid increasing the gap between devel oped and devel opi hg countri es.
Privatization was not the only solution to that problem A first step in the
devel opnent of el ectronic comrerce in devel oping countries would be to inprove
busi ness-t o-busi ness and governnent -t o- busi ness rel ationships. Such a strategy
woul d help to increase the efficiency of both the State and the enterprises and
woul d i nprove their competitiveness.

90. He supported the idea of having sinple and flexible rules and regul ations
for electronic conrerce, but they should not dimnish State sovereignty, as the
State had to be able to protect national vital interests. It was inportant that

trade facilitation and enterprise devel opment shoul d take place in an adequate
i nternational environnment without interference in the sovereignty of any State,
wi thout restrictive trade neasures, wthout practices that went against
established principles of international |aw, and wthout wunilateral and
extraterritorial |aws.

91. The representative of the United States of America said that the progress
report on the inplenentation of agreed concl usions and recomrendati ons prepared
by the secretariat should be discussed during the session to determne the
suitability of, and need for, further action. UNCTAD could play a role in
assisting developing countries to wunderstand the policy inplications of
el ectroni c comerce-rel ated devel opnment. The nost suitable role for UNCTAD was
to serve as an analytical clearing house for information for devel oping




countries. In close cooperation with the relevant organi zati ons, UNCTAD coul d
set up a database on the state of connectivity in devel oping countries, which
woul d be useful for devel oped countries which wi shed to provide assistance in
those areas. The President of the United States of Anerica would be nmaking an
i mportant announcenent on el ectronic commerce on 30 Novenber 1998; details of
that statenent would be nmade avail able on the Internet, as well as on hard copy.

92. Wil e awai ting the outcome of the ongoing investigations of the Ofice of
Internal Oversight Services (O0S), all references to the SEAL (Secure El ectronic
Aut henti cated Link) project should be deleted fromthe UNCTAD website, and no
SEAL projects should be carried out before being authorized by the Comm ssion
Mor eover, el ectronic trading opportunities should not be considered before the
eval uation of themwas di scussed at the forthcom ng neeting of the Wirking Party
on the Mediumterm Pl an and t he Programe Budget.

93. The representative of the Russian Federation said that the recent advances
in information and tel ecomuni cati ons technol ogy were reshapi ng the ways in which
i nternational trade was conducted, by connecting participants from different
parts of the world in one electronic market. G ven UNCTAD s mandate as the
central United Nations body for questions related to trade and devel opnent, he
was in favour of UNCTAD s involvenent in electronic conmerce issues.

94. El ectronic commerce was so far mainly restricted to devel oped countries,
such as the United States of Anerica, Japan and European countries, since its
devel opment was heavily dependent on the availability of a critical mass of
I nt ernet users. Devel opi ng countries and countries in transition were stil
constrained by the relatively high cost of access to and use of the Internet.
Unequal conditions in that area, as well as in the availability of financial and
human resources, needed to be addressed in order to nake el ectronic comerce into
a global instrunent of growth and devel opnent for the whole international
community. Governnents should play an active role in that respect, not only as
regul ators, but also as active participants and, ideally, also as a source of
funding for training and initial support to conpanies trying to establish
themsel ves in the area of el ectronic conmerce.

95. Wth a viewto facilitating the further devel opnent of el ectronic comrerce
and increasing its benefits for all participants, a nunber of Governnents had
prepared proposals for a global framework for electronic comrerce. The Russian
Federation fully supported UNCTAD s activities in that area, including the recent
meeting in Lyon, and was convi nced that UNCTAD could contribute substantially to
the creation of a harnonized and transparent |egal environment for electronic
comerce in the future.

96. The representati ve of Austria, speaking on behalf of the European Union

said that electronic comerce had fast become an attractive addition to the
traditional ways to trade for enterprises in developing countries, and was
generati ng new busi ness practices. The secretariat’s analytical work was usef ul
in hel ping Covernnents to better identify the technical, human, financial and
legal difficulties faced by conpanies in devel oping countries in accessing and
usi ng the new technol ogies. The expert neeting on "Capacity-building in the area
of electronic comerce: human resource devel opment” had been particularly useful
in that regard

97. The representative of Japan said that electronic conmerce offered mjor
opportunities to developing countries, as it allowed small and nedi umsized
enterprises with original ideas to conpete with large enterprises wthout the
need for large amounts of capital investnent or a large infrastructure. The
potential inportance of electronic conmerce between devel opi ng countries should
not be overl ooked. El ectronic commerce was a system that made speedy
transacti ons possi ble, but that also presented obstacles. Devel oping countries
shoul d therefore be encouraged to work on trade facilitation by providing the
necessary environnent, such as trade processes and infrastructure, to allow
enterprises to take full advantage of the benefits of electronic comerce.



98. The representative of China said that the inmpact of the information
technol ogy industry on the national economy was far greater than that of
traditional industries. El ectronic comerce, characterized by its high
efficiency, low costs, high return and global nature, was replacing the

traditional economic and trade structures, and it would surely have a far-
reaching i mpact on the world econony and trade.

99. China attached great inportance to the devel opment of el ectronic comrerce,
and had established the Mnistry of the Information Industry to pronote the
devel opnment of electronic comrerce. It had been the first country to establish
a Trade Point devel opment centre after UNCTAD | X, and there were now two Trade
Points in operation, in Beijing and Shanghai . It had also established an
i nternational electronic comerce network at the national |evel, and had
successfully launched its first electronic foreign trade tender in October 1998.

100. However, there were al so problens in devel oping el ectroni c comrerce, such
as the lack of awareness of its inportance at the enterprise level, and the |ack
of technol ogy, electronic infrastructure and qualified technicians, as well as
rel ated financial and |egal problens.

101. He recomended that efforts should be wundertaken to pronmote the
under st andi ng of el ectronic comerce between countries, and that the different
| evel s of devel opnent of countries should be taken into account when draw ng up
a gl obal regulatory framework, which should follow a gradual approach. Also, the
devel oped countries should provide technical assistance and funds to the
devel oping countries to build up their infrastructure and capacity, so as to
pronote a bal anced devel opnent of el ectronic cormmerce. Wile the positive role
of the private sector in the devel opnent of electronic comerce should be
recogni zed, the Governnent’s role in fornulating policy and guidelines at the
macro | evel should not be overl ooked.

102. The representative of Uganda said that electronic comrerce provided
opportunities and challenges to developing countries, and gave them the
possibility of "leapfrogging” in the process of becomng integrated in the world
econony. He highlighted the wide disparities in access to services nmentioned in
docunent TD/B/COM 3/ 16 and the especially weak position of African countries.
Connectivity in rural parts of Africa was problematic as wire tel ephone services
were not avail able. In such areas, access to the Internet was only possible
through cellular or satellite tel ephone connections, which were nore expensive.
It was essential to create the necessary infrastructure and provide for the
devel opnent of human resources.

103. Major proposals had been put forward to create a global framework for
el ectronic comerce, with WIO consi dering the rules and regul ati ons that woul d
be required. UNCTAD had a vital role to play in hel ping devel oping countri es,
especially the | east devel oped and African countries, to identify the i ssues that
woul d be taken up in whatever global framework energed. He expressed his
appreciation for UNCTAD s work in establishing a Trade Point in Uganda, and
devel opi ng capacity-building in the electronic field. The Lyon neeting had been
useful in providing developing countries with the opportunity to network with
actors from Governments, the business world and civil society.

104. The representative of Switzerland said that electronic conmerce was
evolving rapidly and that devel oping countries needed to be actively involved in
it in order to increase their participation in the global trade in goods and
servi ces. The priority for developing countries should be to inplenment the
necessary tel econmunications infrastructures, and the private sector had a
crucial role to play in defining the regulations that would govern el ectronic
comerce. The role of States in that respect was also vital, but governnent
policies should be imted to the protection of private interests.

105. Considering that several certification mechanisns existed, it was vital to
apply the principle of non-discrimnation and interoperability of such



mechani sms, in particular through the nutual recognition of certificates and
el ectroni c signatures. However, the technology in that area was evolving so
quickly that it was difficult to adopt a top-down approach to the subject.

Summary of the informal discussions on agenda item 4%

106. The discussions on agenda item 4 were supported by the anal ysis contai ned
in docunents TD/B/COM 3/16 and TD/ B/ COM 3/17. Del egati ons expressed their
appreciation for the quality of the analytical work in those docunents, and
stressed the inportance of UNCTAD s analytical work in that area.

Access issues

107. The discussion confirmed the inportance, especially for devel oping
countries, of being aware of the different possibilities of access to electronic
conmmerce. Del egations were keen to know what work was being carried out by other
i nternational organizations in the area of access, and hoped there would be
synergy between the different approaches. The secretariat highlighted the
i mportance, especially for Africa, of having access to information in general and
to the Internet in particular. Access should not be limted to the major urban
areas. Delegations also stressed the inportance of possibilities of access to
el ectronic comrerce for <countries wth structurally weak and vulnerable
econom es, and for countries with economies in transition. The Trade Point
Programe was presented as a possible tool to allow small and nedi um sized
enterprises to participate in international trade, including in rural areas.

108. The conplenentarity of the work being carried out in various internationa
organi zations was illustrated by the exanple of the “Partners for Devel oprment”
meeting held in Lyon in Novenber, where the possibility of convergence between
UNCTAD s Trade Points and the tel ecentres of the International Tel ecommunication
Union (1 TU) had been discussed with high-ranking representatives of the Wrld
Bank and UNDP

109. Electronic comerce opened up a new era, and traditional ways of trading
woul d have to change. It was therefore of great inportance that devel oping
countries should be informed of the work, research and di scussions going on in
vari ous organi zati ons. However, two very inportant points needed to be borne in
m nd: first, international exchanges between enterprises would grow extrenely
rapidly in the years to cone, and, second, the respective roles of enterprise and
Covernnent woul d change. That was why it was inportant to pursue action-oriented
goal s.

110. The United Nations Institute for Training and Research (UN TAR) presented
a CD-ROM entitled “Internet in the South”, which had been produced with the
participation of the United Nations Educational, Scientific and Cultura

Organi zation (UNESCO), the Food and Agriculture Oganization of the United
Nati ons (FAO and several wuniversities. The CD-ROM was a conpilation of
publications relevant to el ectronic conmerce. The contribution of UNCTAD to the
project would consist of making available all its docunents dealing wth
el ectronic commerce and assisting in the distribution of the CO-ROM The CD ROM
was being issued in three | anguages (English, French and Spanish) for the tine
being. The different |anguage versions had been adapted to the particularities
of the econom c and cultural situation of the |anguage communities concerned, and
woul d focus on publications and practical cases in countries with a shared
cul tural background. It was expected that the UNI TAR CD- ROM woul d be updat ed
every two years.

4 Prepared by the UNCTAD secretari at.



111. The inmportance of trust in any transaction between buyer and seller, a
theme which had been taken up at the Lyon neeting, was underlined. The
di fference between the Internet, electronic comrerce and el ectronic trade was
clarified: the Internet was a protocol for information exchange, electronic
conmerce used the Internet to develop tools and to match inporters and exporters,
and electronic trade referred to financial markets. Many devel opi ng countries
were worried about the supremacy of the Internet. WAs there any other network
where el ectronic commerce took place? The Internet seemed to be an unregul ated
sel f-governi ng body: hence, flexible rules and regul ati ons needed to be devel oped
for Internet-based el ectronic comerce.

112. The inportance of the statistics contained in docunent TD/ B/ COM 3/16 was
hi ghlighted, and it was suggested that they should be nore closely anal ysed. It
was pointed out that the statistics for Africa were distorted to sone extent by
the inclusion of South Africa. Local variations in figures on, say, the nunber
of Internet users needed to be kept in mnd, especially in such a rapidly
evolving field as the Internet. The purpose of the docunent was to cal
attention to certain facts rather than draw specific concl usions.

Policy issues

113. A presentation was nmade on the | atest devel opnents in the discussions on
el ectronic commerce in WO As far as WIO was concerned, el ectronic comerce was
a new issue in world trade but it still obeyed the traditional rules and
regul ations of the General Agreement on Tariffs and Trade (GATT). WO was
anal ysing electronic commerce as a service; it defined electronic commerce as
anything that was sold through the Internet. It recogni zed the benefits for
devel opi ng countries of fully participating in electronic comrerce, and was in
the process of identifying the areas in which future negotiation woul d be needed.

114. Devel oping countries in general were concerned that recent fiscal proposals
regardi ng el ectronic comrerce mght result in a |oss of government revenue for
them There was a need to enhance the participation of devel oping countries in
el ectronic comerce by making access to it as easy and econom cal as possible.
Devel opi ng countries were al so concerned about the risks of being |left out of
some of the inmportant policy debates on electronic commerce, and they stressed
the inmportance of UNCTAD s analytical work in strengthening their ability to
participate actively in such debates. It was agreed that there was a need for
coordi nation and cooperation in that area between all the internationa
organi zations, and especially between UNCTAD and WO, whose work should be
conpl enmentary. As the participation of devel oping countries was the key issue
for UNCTAD, the latter’s collaboration with WIO shoul d be institutionalized.

115. A representative of ITU nmade a presentation on the role of community
telecentres in providing wuniversal access to information comrunication
technology. |1TU was focusing its activities on maki ng basic tel ecomruni cation
and val ue- added services available within wal king di stance of rural conmunities,
since between 70 and 80 per cent of the population in devel oping countries lived
in rural areas. Access to such services would have a great inpact on
devel oprent. The devel opment of the local content of the telecentres would
increase the participation of the communities they served in the information and
know edge society and in international trade. The role of the telecentres was:
(a) to provide tools for rural devel opnent through telematic applications in
trade, conmerce, agriculture, health and education; (b) to allow the rura
community to share telecomunication facilities; and (c) to pronote rura
devel opnent.

116. There were still some barriers to the devel opnent of such centres, such as
| ack of awareness anong rural inhabitants, policy and regul atory obstacles, and
the lack of infrastructure or skills and training. However, successful
tel ecentres were already operating in various devel opi ng countries, including
Benin, Bhutan, Haiti, Honduras, India, Mldives, Mli, Modzanbique, Ronmania,
Senegal , Surinane, Uganda, the United Republic of Tanzania and Viet Nam [|TU



organi zed regional seminars on comrunity telecentres in partnership with other
agenci es. UNCTAD had been invited to participate in the sem nar due to take
pl ace in Budapest in Decenmber 1998, but was unable to accept the invitation
because of a |ack of resources.



Trade Efficiency Assessment Methodology

117. UNCTAD had been requested at UNCTAD |IX to work on a Trade Efficiency
Assessnent Met hodol ogy (TEAM, and the secretariat had presented a nethodol ogy
for the work at the second session of the Commi ssion. On that occasion, the
Conmi ssi on had expressed doubts about the conplexity and cost of the methodol ogy,
and had suggested that the secretariat should sinplify it so that countries would
be able to use it on their owmn. In response to that suggestion, the secretariat
had carried out a short mnmission to one of the |east developed countries,
Canmbodi a; a report on the m ssion (UNCTAD/ SDTE/ SMSE/ M sc. 19) was avail abl e

118. The Conm ssion needed to decide whether the exercise was useful in its
current form whether it should it be followed up, and whether, given the limted
resources available to the secretariat, extrabudgetary resources (if avail able)
shoul d be used.

Consideration of reports

119. Anpng the conclusions of the report on the expert neeting on "Capacity-
building in the area of electronic comerce: human resource devel opnent” was a
proposal to issue some CD-ROVs, which could be dissem nated through the
TRAI NFORTRADE programme. The special sem nar for Arab countries on electronic
comrerce had been very successful and its results had already been wdely
di ssem nat ed. Since the sem nar, UNCTAD had received several requests to
organi ze sim |l ar exercises.

120. It was indicated that a new strategy for the TRAI NFORTRADE progranme was
expect ed. Regi onal sem nars seemed to be the right level for training in
el ectronic comrerce, and they should bring together the private and public
sectors, which were both very interested in the issue. The participation of WO
in such sem nars should be encouraged. The target countries for the sem nars
wer e the devel opi ng countries, including the | east devel oped countries. That Kkind
of sem nar provided the perfect opportunity for UNCTAD, WIO and I TC to coordi nate
their approaches to training in electronic comerce.

Trade Point Programme

121. Long and intensive discussions took place on electronic conmerce and in
particular on the Trade Point Programre. There was consensus on the difficulty
of taking any decision regarding the Programme as |long as the Working Party on
the Medium Term Plan and the Programre Budget had not conpleted its in-depth
review of the Trade Point Programme. Subsequently, the Conm ssion decided to
mandate its extended Bureau to consider the topic for a second expert neeting.



Chapter V

ACTION BY THE COMMISSION AND CLOSING STATEMENTS

Action by the Commission

122. At its 12th (closing) neeting, on 14 Decenber 1998, the Conm ssion adopted
its agreed conclusions on agenda itens 3 and 4 (contained in chapter 1). It also
agreed to include summaries of the informal discussions on those agenda itens,

prepared by the secretariat under the authority of the Chairperson, in the fina

report of the nmeeting (the summaries are contained in chapters |1l and IV
respectively).

Closing statement

123. The representative of Uganda recalled that it had been agreed at M drand
to give priority to the | east devel oped countries in UNCTAD s work and activities
at both the intergovernnental and secretariat |level. He said he had gone al ong
with the consensus at the current session on the understanding that due attention
woul d be given to the problems facing the | east devel oped countries. He shared
the concern expressed by the representative of the United States of America
during the informal discussions about the marginalization of Africa and the | east
devel oped countries in UNCTAD.



Chapter VI
ORGANIZATIONAL MATTERS

A. Opening of the session
124. The third session of the Commi 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)

125. At its 10th plenary neeting, on 23 Novenber 1998, the Conm ssion el ected
its Bureau as follows:

Chai r per son: M's. Heather Booth di G ovanni (Uni ted Ki ngdom of
Great Britain and

Northern 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. Sima Eivazova (Azer bai j an)

C. Adoption of the agenda and organization of work
(Agenda item 2)
126. At the same neeting, the Conm ssion adopted the provisional agenda

circulated in docunment TD/ B/ COM 3/ 18. Accordingly, the agenda for the third
session was as follows:

1. El ection of officers
2. Adoption of the agenda and organi zati on of work
3. The inplications of the post-Uruguay Round econom ¢ environnment for

enterprise devel opnent, including policy issues relevant to inter-
firm cooperation and clustering

4, The inpact and rel evance of el ectronic conmerce on trade growth and
devel opnent

5. Provi si onal agenda for the fourth session of the Commi ssion

6. O her busi ness

7. Adoption of the report of the Conmission to the Trade and

Devel opnent Board.
D. Provisional agenda for the fourth session of the Commission

(Agenda item 5)

127. At its closing plenary neeting, on 14 Decenber 1998, the Conmi ssion
approved the provisional agenda for its fourth session (see annex | bel ow).



E. Adoption of the report of the Commission
to the Trade and Development Board

(Agenda item 7)

128. Also at its closing plenary meeting, the Comm ssion adopted its draft
report (TD/B/COM 3/L.8 and L. 8/Add. 1), subject to anendnents to the sunmaries of
the statenents, and authorized the Rapporteur to finalize the report in the |ight
of the proceedi ngs of the closing plenary.



Annex 1

PROVISIONAL AGENDA FOR THE FOURTH SESSION OF THE COMMISSION

El ection of officers

Adoption of the agenda and organi zati on of work

Assessnent of innovative policies and non-fiscal neasures for upgradi ng SME
clusters, pronmoting investnent to SMEs and devel oping their external
l'i nkages, taking into account the respective roles of the private sector
and governnental and other institutions, with the aim of fostering
conpetitiveness, innovation and productivity in a globalizing world economny

El ectronic comerce and the integration of developing countries and
countries with economes in transition in international trade

Reports of the subsidiary bodies of the Conm ssion

Progress report on the inplementation of agreed conclusions and
recommendat i ons of the Comm ssion

O her busi ness

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



1. The following States nmenbers of UNCTAD, nenbers of the Comm ssion,
represented at the session:

Al geria Mor occo

Argentina Nepa

Australia Net her | ands

Austri a Ni car agua

Azer bai j an Ni geri a

Bangl adesh Nor way

Bel ar us Panama

Bel gi um Par aguay

Bul gari a Peru

Bur undi Phi | i ppi nes

Chile Port uga

Chi na Qat ar

Col onbi a Russi an Federati on
Costa Rica Rwanda

Croatia Senega

Cuba Si ngapor e

Czech Republic Sl ovaki a

Denmar k South Africa
Ecuador Spai n

Egypt Sri Lanka

Et hi opi a Sudan

Fi nl and Sweden

France Swi tzerl and

Gabon Thai | and

Ger many The Former Yugosl av
Guat emal a Republ i ¢ of Macedoni a
Hai ti Trini dad and Tobago
I ndi a Tuni si a

I ndonesi a Tur key

Iran (Islamc Republic of) Uganda

I rel and Ukr ai ne

Italy

Japan

Jor dan

Kenya

Li byan Arab Janahiriya
Mal t a

Mauritius

Mexi co

2. The foll owi ng intergovernnenta

sessi on:

Arab Labour Organi zation
Eur opean Community
League of Arab States

Organi zation of African Unity

*/ For the list of participants,

Annex 11

ATTENDANCE */

Uni ted Ki ngdom of G eat
Britain and Northern Irel and
United States of Anerica

Venezuel a

Vi et Nam

Yenen

Zambi a

Zi mbabwe

see TD/ B/ COM 3/ | NF. 3.

wer e

organi zati ons were represented at the



3. The foll owi ng specialized agencies and rel ated organi zati on were
represented at the session:

I nternational Labour Organization

I nternational Mnetary Fund

United Nations Industrial Devel opment Organization
World Trade Organi zation

4, The Econom ¢ Commi ssion for Europe and the International Trade Centre
UNCTAD/ WO were represented at the session.

5. The foll owi ng non-governnmental organizations were represented at the
sessi on:

CGeneral Category

I nternati onal Chamber of Conmerce

I nternational Confederation of Free Trade Unions
Wor |l d Federation of United Nations Associ ations
Devel opnent I nnovations and Networks

Resour ce person

M. P. Reddy, Research Fellow, Research Policy Institute, Lund University,
Sweden



