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PREFACE

1. The Commi ssion on Enterprise, Business Facilitation and Devel opnent,
at its second session (1-5 Decenber 1997), adopted agreed concl usions on the
i ssue of enterprise devel opment strategies, which contained severa
recomendations in the area of inter-firmcooperation. Thus, it was
recormended that the international conmunity encourage cooperation between
firms from devel oped countries and those in devel oping countries and
economies in transition in order to pronote trade and technol ogy transfer
It was al so recommended that governments m ght consider providing support
for inter-firmcooperation, which can be a useful tool in facing the
pressures of increasing global conpetition and in enhancing technol ogi ca
capability and innovativeness, which are essential inputs for the

devel opnent and growth of enterprises, particularly mcro-, small- and
medi um si zed enterprises (MSMEs). Finally, the Conm ssion decided to
convene in 1998 an Expert Meeting on Inter-Firm Cooperation.?

2. The present report attenpts to provide information on sonme of the

i ssues concerning inter-firm partnershi ps which nmght be considered at the
Expert Meeting. It briefly considers the inpact of partnerships on
technol ogi cal capability-building and export conpetitiveness of enterprises,
and inplications of partnering for technol ogi cal innovation and | earning.

It also examines policies at different levels that help to create an

envi ronnent conducive to the formation of partnerships, as well as the role
of various support structures and progranmes for strengthening inter-firm
cooperation. Although nmost of the research conducted so far on the subject
has centred on cooperation anong devel oped country firnms, this report
concentrates mainly on cooperation between firms in the North-South context.
A simlar analysis will be undertaken of South-South inter-firmlinkages

t hrough networking and clustering at the second Expert Meeting, to be held

i n Septenber 1998.

3. This report may be read together with other docunments prepared earlier
by the UNCTAD secretariat on inter-firm cooperation through partnership

i ncluding an "Overview of activities in the area of inter-firm cooperation
A progress report™ (UNCTAD/ | TE/ EDS/ 2), which was submitted to the second
session of the Commi ssion on Enterprise, Business Facilitation and

Devel opnent and presents a series of inter-firm partnership cases. These
docunents are available to del egati ons on request.

. I MPLI CATI ONS OF | NTER- FI RM COOPERATI ON FOR COMPETI Tl VENESS
TECHNOLOG CAL CAPABI LI TY-BUI LDI NG AND | NNOVATI ON

4, Inter-firm cooperation has over the past decade becone a prom nent
form of busi ness conduct anmong firms nmainly in the devel oped countries
and increasingly between firns from devel oped countries and those from

' The Expert Meeting was to deal with the inmpact of governnment policy
and governnent/private action in stinulating inter-firm partnerships
regardi ng technol ogy, production and marketing with particul ar enphasis on
Nort h- Sout h and Sout h- South |inkages in pronoting technol ogy transfers
(know how, managenent expertise) and trade for SME devel opment. See "Report
of the Commi ssion on Enterprise, Business Facilitation and Devel opment on
its second session", TD/ B/ Com 3/11.
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devel opi ng countries and economies in transition .?> The pressure of globa
conpetition, increased diffusion of information and comuni cati on technol ogy
and the opening up of national econom es worldw de, including libera

foreign direct investnent (FDI) and trade regi nes have facilitated the

devel opnent of inter-firm cooperation, which has becone an i mportant
strategy for the survival and devel opnent of firms in a rapidly changing
envi ronnent .

5. The devel opnment of inter-firm cooperation has given rise to a nunber
of issues of concern to different parties, including firms and governnents.
Anmong the nost inportant factors notivating conpanies to enter into
cooperation agreenments is the need to further the devel opnent of
technol ogi cal capacity, inprove market access and conpetitiveness, and
pronote i nnovation. Inter-firm cooperation has taken many different forns
to achi eve these goals. They were discussed in earlier secretariat
docunents submitted to the second session of the Conmission® and were further
el aborated on in the Wrld Investnent Report 1997. They include vertica

i nkages between suppliers and clients, horizontal |inkages between firns
anongst which specialization makes possible greater efficiencies, and a
variety of technol ogy partnerships that help to reduce the costs and risks
of innovation.

6. Anmong the benefits to be obtained frominter-firm production agreenents,
especially those between clients and suppliers, is flexibility, particularly in
a period in which product life-cycles are short and product changes frequent,
as compared with the earlier trend towards vertical integration within firnmns.
Through a continuous process of feedback, such agreements contribute to
enhanci ng product quality and, by reducing inventory costs with just-in-tine
production organi zation, help to reduce overall production costs. Production
depends on custoner orders: the systemnust be able to respond rapidly to
demand. It inplies a new |l abour organization: flexible work teans, which are
able to performa greater nunber of tasks and are organi zed in smal

ZData in the Wrld |Investnment Report 1997 show t hat the nunber of
cross-border agreenents between firnms based in different countries
concl uded annually i ncreased fromabout 1,800 in 1990 to 4,600 in 1995.
The share of such agreenents anmpong the total nunmber of inter-firm
agreenents worl dwi de (including the inter-firm agreenments based in the sanme
country) averaged about 61 per cent between the periods 1990-1991 and 1994-
1995. The firms fromtriad countries account for the majority of the
agreenents concluded during 1990-1995: European firnms account for 40 per
cent, Japanese firns 38 per cent and the United States firnms 80 per cent.
However, devel oping country firns are also increasingly participating in
such agreenents. In international inter-firmalliances, their involvenent
i ncreased from about 440 in 1990 to about 2,120 in 1995. Their share in
the total nunmber of such agreenents increased on average from 27 per cent
during 1990-1992 to 35 per cent during 1993-1995. However, during the sanme
peri ods the share of Central and Eastern European firms decreased by half.
In this respect, see UNCTAD, World Investnment Report 1997: Transnationa
Corporations, Market Structure and Conpetition Policy (UNCTAD/ I TE/ I1T/5),
1997, pp. 12-13.

3 See UNCTAD, "Progress towards strategies for enterprise
devel opnent™ (TD/ B/ Com 3/9), 1997; and "An overview of activities in the
area of inter-firmcooperation: A progress report” (UNCTAD/ I TE/ EDS/ 2),
1997.
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production cells, with a flatter hierarchical structure.* The growth of snall

i ndependent but interdependent firns has proved a vital elenent in the

adj ust rent of economies to a new conpetitive environment. Inter-firm
cooperation is thus one response to the idea that contacts and cooperation with
other firnms may be a way for snmall or nediumsized enterprises (SVMES) to solve
their problens and exchange technol ogy information,® and that this nutua

| earning process could be facilitated by sonme kind of external assistance and
br oker age.

7. Inter-firmagreenments that regroup sinmilar SMEs could al so be
instrumental in enabling these firns to export, nove into new markets and share
the research and devel opnment (R&D) burden. Partnerships anmong firms from
different sectors could be the vehicle for bringing together conplenmentary
activities in the devel opment of a new product.

8. VWhile the firms' initiatives are necessary, they are not always
sufficient for cooperation to occur and the potential benefits to materiali ze.
This is particularly true for SMES, and firns in devel oping countries and
econonmies in transition often | ack the scanning capabilities, and access to
finance and information networks, that nake partnering activity possible. A
variety of policies, institutions and nechani snms have often been needed to
catal yse and support inter-firm partnerships.?®

9. For the mpost part, the analysis of experiences with inter-firm
cooperation has concentrated nmainly on partnerships anong firns in devel oped
countries. However, recent evidence suggests that a nunber of inter-firm
agreenents are of inportance to devel oping countries. Two kinds nmay be

hi ghlighted: those related to the objectives of cost reduction; and those

rel ated to product devel opnent for "niche" markets.” Wth regard to the
former, it may be advantageous for a firmfroma devel oped country to find a
partner in a devel oping country when the product cycle is already at a well-
devel oped stage. Such an alliance may take the formof a linkage with the
conmponents’ suppliers, which nmay be nore or | ess stable and of a [ong-term
nature. Subcontracting, original equiprment manufacturing (OCEM and second-
sourcing agreenents with a variety of input suppliers are possible exanples.
Wth regard to the latter kind, a product devel opment alliance, directed
towards the creation of a "niche" market, nmay represent a nutually interesting
strategy since it is not a zero-sumgane; this is because new products attract
new custoners w thout threatening existing custoner bases. New product

“New factories in the autonobile i ndustry, such as the Vol kswagen
factory in Resende, Brazil, have entered into an even closer alliance with
their suppliers by bringing theminto the plant itself.

®S. Arzeni and J.P. Pell egrin, "Entrepreneurship and | oca
devel opnent”, OECD Observer, February-March 1997, pp. 27-29

since the early 1980s the European Union, for exanple, has pronoted
inter-firmcooperation in R& through a broad array of innovation policies
and programes. For a detailed review of these programes, see |Innovation
and Technol ogy Transfer (DG XlI11), various issues.

T A Mody, "Changing firm boundaries: Analysis of technol ogy-sharing
alliances", in Industry and Energy Sharing, Departnment Wrking Paper,
I ndustry Series Paper No. 3, Wbrld Bank, Washi ngton, D.C
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devel opnent adds branches to the underlying cycle of a product class, and

i ncreases overall industry profits. An additional advantage is the fact that
exploiting "niches" in the domestic market may provide a |earning possibility
with regard to the devel opnent of new products that become internationally
conpetitive in due course.?®

10. O her forns of inter-firmcollaboration include joint ventures, joint
research and devel opnent or co-devel opnents, subcontracting, parts and
conmponent supplier networks, original equipnment manufacturing and consorti a.

11. Inter-firm agreenments involving devel oped and devel opi ng country firns
can be an effective nechanismfor technol ogy transfer, including marketing and
manageri al know how. The | earning process they engender could affect one or
nmore types of technol ogical capabilities, including investnment, production and
i nnovation capabilities.® Also, they could contribute to institution-building
i n devel opi ng countries and countries with economes in transition, including
R&D capacity and innovation. An exami nation of different forns of cooperation
could illustrate the merits of this cooperation. As an exanple of one form of
strategi c partnership, the Shanghai Autonotive Co, a joint venture between

Vol kswagen of Germany and Shanghai Autonotive |Industry of the People's Republic
of China, established in 1984, experienced a dramatic increase in |ocal content
from?2.7 per cent in 1985 to 90.5 per cent in 1996 for one of its nodels,
Santana B2. The joint venture has also contributed to institution-building by
expanding its technical centre in order to establish i ndependent product

devel opnent .

12. Subcontracting is another formof inter-firmcollaboration that has
under gone significant changes over the years. In sone cases, it has given
rise to opportunities for a shift fromone-way transfer of technology to
strategic partnering activity that involves joint know edge production and
sharing. In connection with such a shift, the follow ng cases may be
ment i oned:

- Sanmsung El ectroni cs of Korea, which noved fromlicensing technology to
being a full partner in a consortiumw th NEC of Japan and AT&T of the
United States in the devel opnent of Dynani ¢ Random Access Menories
( DRAMS) ;

- Ranbaxy, India s |argest indigenously owned pharnmaceutical firmat the
begi nning of the 1990s when it still mainly acquired technol ogy through
licensing rather than doing its own research. Mre recently, the firm
has invested heavily in a nodern research | aboratory which permts
advanced R&D in biotechnol ogy. By 1993-1994, it was spending 5 per cent
of its sales on R&D and enpl oyed sone 269 people in R&D activities,

i ncluding stemcell-based research and diagnostic kits. Wth
liberalization and increased foreign conmpetition in the Indian
pharmaceuti cal industry, Ranbaxy |everaged its R& through a strategic

8 UNCTAD, "Emerging forns of technol ogi cal cooperation: The case for
technol ogy partnership” (UNCTAD/ DST/ 13), 1996.

°s. Lall, Bui l ding I ndustrial Conpetitiveness: New Technol ogi es and
Capabilities in Devel opi ng Countries, OECD Devel opnent Centre, 1990; id.
"Technol ogi cal capabilities and industrialization”, Wrld Devel opment, vol.
20, no. 2, 1992.
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partnership with C ba-Gei gy, now Novartis. '

13. Subcontractors, including from devel opi ng countries, have become partners
in research and design of products and conponents. In the machi ne tool industry
in Taiwan Province of China, small, machine tool firms work closely with their
clients to innovate. By upgradi ng product design and performance standards

t hey have been able to nmeet their clients' changing requirements. Although
many of these firns also work as OEM suppliers, "CEM .. has not nmeant the

repl acenent of |ocal by foreign designs. Instead, foreign firms have often
adapt ed and placed their own brand names on Chi nese- Tai pei products".!!

14. Suppliers can also becone partners, as the case of CGodw n-Kris Industries
Limted of Nnewi, Nigeria, illustrates. "After building up enough capital, the
founder reached an agreenent with his Tai wanese trading partner to comence
manufacturing in Nigeria. Machinery and technical assistance cane from

Tai wanese partners."' Today the firm manufactures a variety of rubber-based
autonobil e parts, which it develops jointly with its partners from Tai wan

Provi nce of China. The firmenploys five engineers, two chem sts and ei ght
techni ci ans, who manage the production process, ensure quality control and
devel op new products, nost of which are now found in countries across West
Africa.

15. Inter-firmagreenments have often resulted fromthe strategy of
transnati onal corporations (TNCs). They have led to the transfer of production
activities for | ower-end products to other devel oping countries. This is, for
exanpl e, the case of Japanese el ectronics conmpanies in their business deals
with other Asian countries. The transfer of production activities has often
been acconpani ed by transfer of sone innovation activities, such as the
setting-up of R&D centres in these countries to design new integrated circuits.
Al so, FDI by TNCs has led to the conclusion of inter-firmagreenments to shift
part of their managerial activities to | ower-cost Asian countries to reduce
cost and adapt products to final markets. To facilitate their innovation
activities, TNCs have transferred design tool process technology and quality
control know how to devel opi ng countries. For exanple, a nunmber of TNCs and

| ocal compani es have sponsored the establishnent of a training centre in
Penang, Malaysia, to train | ocal engineers in technol ogy, computer-aided design
and robotics. TNCs are also assisting |local educational facilities in

devel oping countries. This is what Mcrosoft did in helping to create a
software training facility in Shangai University in China.®

16. These exanpl es have illustrated the many ways in which inter-firm

10 A Rohi ni, "Bi o-pharnaceuticals in Chinese Taipei and India", in
L.K. Mytelka (ed.), Conpetition, Innovation and Conpetitiveness in
Devel opi ng Countries, OECD Devel opnent Centre (forthcom ng, 1998).

YA V. Desai, M Lautier and H Charya "Machine tool industries in
I ndi a and Chi nese Taipei: A conparison”, in L.K Mtelka (ed.), op. cit.

2p, Oyet aran- Oyeyi nka, Nnewi, An Energent Industrial Cluster in
Ni geri a, |badan, Technopol Publishers, 1997, pp. 57-59.

13 UNCTAD, New Technol ogi es and Technol ogi cal Capability-building at
the Enterprise Level: Sone Policy Inplications (UNCTAD/ DST/11) (United
Nati ons publication, Sales No. E-95.11.D.24), 1996.
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cooperation has contributed to technol ogical capability-building and

i nnovation, and exports. The effects of this cooperation will not be the sane
for all countries and enterprises. Mich depends on the social and contextua
factors prevailing in the partner devel oping country, particularly the policy
environnent as discussed in the follow ng section

1. CREATING A CONDUCI VE POLI CY ENVI RONVENT

17. Par t ner shi ps involving enterprises from devel oped countries and those in
devel opi ng countries and countries in transition are formed by the
participating partners with a view to enhancing their conpetitive edge and
fostering the process of technol ogical capability-building. But the process of
devel opnent of such partnerships is not evolved in isolation and many factors
at different levels may determ ne the scope of this process and its success or
failure. The enpirical evidence collected so far by the UNCTAD secretari at

i ndicates that inter-firm cooperation through partnerships was particularly
successful in those cases where it was stimulated by an array of policies,

i ncentives and supportive neasures taken at macro, nmeso and micro level in both
host and hone countries. Belowis a short description of various policy
measures of this kind.*

(a) Policies at macro-level: governnent policies

18. Macr oeconom ¢ conditions, particularly in host countries, crucially
affect the process of inter-firmpartnership design and inplenentation. They
are especially inportant because they simultaneously affect: (i) foreign
enterprises' incentives to enter into partnering, and (ii) |local partners
capability and desire to do the sane. Foreign enterprises will hesitate to
venture into cooperative agreenents with enterprises in devel oping countries or
countries in transition if macroecononi c policies are not sufficiently credible
and stable. The direction of policies, their consistency and stability and the
credibility of the governnent's commitnent to maintain the chosen policy
framework are essential for decisions with a | ong-term perspective, such as
those relating to partnerships, as these entail nutual |earning, constant

i nteracti on and cooperative behavi our

19. The macroeconom ¢ framework, while influencing foreign enterprises
decisions to enter into partnering ventures, also has an inportant effect on

| ocal partners' attitudes towards collaboration and technol ogy and industria
devel opnent. If, for exanple, the local partner was enjoying a nmonopoly inits
domestic market niche, and would not be interested in diversifying its
activities towards new markets or product lines, its desire to undertake a
costly and difficult technology partnership with a foreign partner would be

% The general policy framework and enabling environnent for inter-
firm cooperati on have been examined in the follow ng UNCTAD publications:
"Technol ogi cal capacity-building and technol ogy partnership: Field
findings, country experiences and programes” (UNCTAD/ DST/6), 1995;
"Emerging fornms of technol ogi cal cooperation: The case for technol ogy
partnershi p® (UNCTAD/ DST/ 13), 1996; "Exchangi ng experiences of technol ogy
partnershi p: The Hel sinki neeting of experts"” (UNCTAD/ DST/15), 1996; and
"An overview of activities in the area of inter-firmcooperation: A
progress report” (UNCTAD/ I TE/ EDS/ 2), 1997.
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slight. |Its need and aspiration to increase static and dynanmic efficiency in
production, thus upgrading technol ogical capability, would be restrained. In

contrast, if the enterprise had to face conpetition at hone and from foreign
manuf acturers, it would be nore inclined to seek all possible ways of inproving
its capabilities and inprove its position in the market, including through a
technol ogy agreenment with a foreign partner. Efforts to upgrade design
producti on and organi zati onal capabilities are all necessary elements if an
enterprise is to become an attractive partner for a potential foreign

associ ate, and a conpetitive and simultaneously supportive framework ensures
that enterprises nmake such efforts.®®

20. Enterprises with an already satisfactory |l evel of nanagerial, marketing
and technol ogi cal capabilities qualify as attractive partners in a partnership
and they are in turn likely to be able to benefit nmore fromthe opportunities
whi ch col | aboration offers. Thus, policies to pronote successful inter-firm
cooperation nmust also contribute to the devel opnent of |ocal technol ogica
capabilities. This could be achieved through a system of incentives, nmeasures
to pronote capacity-building and support to relevant institutions by the
government. In this context, incentives may include, for exanple, tax
regul ati on neasures and price and credit policies. Investnent in capacity-

buil ding may particularly include human capital, making specialized skills
avai | abl e and i nproving the organi zati on of production and marketing. Specific
institutions that are especially relevant in this respect include those that
provi de training and education, first of all technical education. Technol ogy
infrastructures and policies are also crucial in facilitating the creation of
the requisite network of information flows between firns and institutions that
supply services such as technical standard setting, quality assurance, testing,
provi sion of market information, and R&D. Furthernore, an institutional set-up
is needed to renedy shortconmngs in the financial system and those due to

adm nistrative inefficiency, as well as to pronpte contacts between suppliers
and buyers of inputs and products. Additional conplenentary policies that may
facilitate inter-firm cooperation and increase the attracti veness of devel opi ng
countries' firms as partners include policies to inmprove factor endowrents. In
addition to policies for building human capital, those providing a franmework
for sustai nabl e devel opnent, economically and ecologically, such as an inproved
nat ural resource nanagenent, are now i nportant macroeconom ¢ tools. Thus,

i nternational markets are increasingly demandi ng environmental |y sound
technol ogi es, both as a response to regul atory denmands and because of attenpts
to identify new market niches to increase conpetitiveness.

21. The | egal framework governing inter-firmcollaboration is another

i mportant area for governnent involvenent in pronoting partnerships. This

i ncludes the introduction of commercial |aw, including bankruptcy procedures
and a system of property rights, and of clear and practical rules to govern
such col l aboration. When fornul ating and adjusting the |egal framework,
governments may attenpt to carefully balance anti-trust measures and stimuli to
inter-firm cooperation. '

1> UNCTAD, "Energing forms of technol ogi cal cooperation: The case for
technol ogy partnership", pp. 42-43.

16 see J. Meyer - Stanmer, "Inter-firm cooperation and systemc
conpetitiveness", paper presented at the UNCTAD internal workshop, 17
Sept enber 1997
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22. Finally, a prerequisite for form ng cross-national partnerships of any

ki nd between firns, whether from devel oped or devel oping countries, is that the
donestic econony and industry are structured in a way that encourages and
promotes a "culture of partnership". Such a culture should be reflected in
government policy through non-bureaucratic and busi ness-oriented procedures

whi ch could provide faster and nore effective assistance to the devel opment of
partnerships. Wiile this needs to happen "fromthe ground up" in terns of
enterprise culture, it is also necessary to have national policies which are
conduci ve to innovation and enable the establishment of the necessary extension
and information services. This interplay between enterprise devel opnent and
nati onal science and technol ogy policy provides for an enabling environment
conducive to inter-firm cooperation.?

(b) Policies at nesoeconom c level or the level of internediaries

23. Pol i cies applied at the macroecononic |evel could be effectively

conpl emented by the activities of different institutions active at the

i nternedi ate | evel between governnment and individual enterprises. These can be
especially useful in form ng partnerships helping to match potential partners,
di ssem nating information, reducing risk and building the mutual trust that is
at the heart of partnering. Such institutions include regional authorities,
busi ness associ ati ons, chanbers of comerce and industry, technol ogy

devel opnent and prompotion centres, as well as, particularly in poor countries
with a large informal sector, community organizations, churches and government
departnents, especially those providing extension services.

24. Fi nanci al internediaries such as merchant banks, particularly those
operating at the local |evel, have an inportant role to play. Such banks with
a solid know edge of the socio-econom c environnent of |ocal enterprises may
performa stinulating function with regard to inter-firm cooperation through
the supply of financial and other services supporting the internationa
expansion of enterprises, particularly SMES, and their international technol ogy
col l aboration efforts. Oher institutions that mght play an inportant
mesoeconom ¢ role and pronote inter-firm cooperation are non-governnenta
organi zations (NGOs), acting as a nechanismto increase the |evel of nutua
confi dence anong partners, and at the sane tinme supplying a variety of rea
services, training and technical assistance. NGOs, particularly those which
are located in devel oping countries and are aware of the needs of |ocal firnms,
could be instrumental in supporting partnership |inkages, including those with
a Sout h- Sout h di mensi on.

(c) Policies at the microeconom c or enterprise |eve

25. Al policies are ultimately ainmed at assisting firnms in their efforts to
find partners to establish cooperation schenes, and derive therefromcomercia
advant ages. Therefore, all of the above considerations concerning macro and
meso |l evels are relevant also in terns of the micro level. Enterprises from
technol ogi cal | y weaker countries need a certain |level of capabilities and
efficiency to qualify as attractive for nore industrialized countries, either
in a North-South or South-South context. Policies to increase the supply of
human capital, and science, technology and R& infrastructures, will facilitate
the supply response to the entrepreneurial demands for technol ogi cal capacity

7 uncTAD, "Exchangi ng experiences of technol ogy partnership...", p.
212.
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and will have the indirect result of fostering inter-firm partnership
Technol ogi cal capability is essentially a firmlevel concept, which needs a
firmlevel focus and systenmtic devel opnent efforts, backed by the necessary
financial resources.

26. One point that has to be enphasized is that effective and solid
partnerships at the enterprise level need tine and effort to develop. Joint
ventures, for exanple, are the outconme of a long interaction, often
characterized by a process of trial and error in |learning how to proceed
successfully. In this sense, they are facilitated by the exi stence of previous
inter-firmlinkages and activities: for exanple, operating in a subcontracting,
i censing or franchising arrangenent may be a useful "learning ground". It
shoul d be realized that partnership schemes involving enterprises from
devel opi ng countries are often of an asynmetrical nature, and that actua
cooperati on between asynmetrical partners is hard to achieve. Wys for

capaci ty-building by the weaker partner m ght be explored, and could be
facilitated by diverse support neasures.?® |t would be inportant for these
enterprises - nost of them SMES - to have access to technology and to be able
to increase productivity through shared learning. In this respect, cooperation
with other local or foreign firns provides know how and the capacity to
transformthe product, production nmethods and marketing organi zation. It has
been observed that such SMEs have seen an initial comrercial relationship with
a foreign partner evolve into one of sharing, for exanple, of training
services, mmintenance, joint production of spare parts and assenbly.®

[11. SUPPORT STRUCTURES, MEASURES AND PROGRAMMES FOR | NTER- FI RM COOPERATI ON

27. Substantial evidence - nostly from devel oped countries - indicates that
the efforts of SMEs to pool their resources, information, technol ogies and
skills have often had a positive effect on their conpetitiveness and industria
efficiency. 1In a nunber of cases, inter-firmcooperation has resulted in an
accel erated process of learning and creation of technol ogical capacities.
Thus, the obstacles deriving from m ni mum production scal e requirenents,
econonmi es of scale, and aspects concerning information, comercialization
technol ogy acquisition and adaptation, which are often barriers to the

achi evenent of conpetitiveness by SMEs, nmay be overcone by pooling resources.
This option is nore and nore necessary in view of the renoval of trade
barriers, thereby w dening the markets in which conpetition takes place at a
gl obal I evel

28. It is inportant to define nmeasures which, at the macro and micro |evels,
pronmote such a process; in this context, it would be useful to exam ne what the
specific role is that governments, publicly funded R&D and technical support
services, enterprises thenselves and their representative organizations,
financial institutions, specialized professional associations and internationa
organi zations can play to facilitate partnerships. An illustration of such
measures is provided in table 1.

18UNCTAD, "Emerging forns of technol ogi cal cooperation...", p. 46.

¥ UNCTAD, "Exchangi ng experiences of technol ogy partnership...", p.
214,
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Tabl e 1. Exanpl es of neasures supportive of

inter-firm cooperation anong SMEs

Who? What ? How?
Val ue- added tax rather than cumul ative
sal es tax
Central governnent Encourage inter-firm Realistic regulatory framework: |icensing
rel ati onshi ps | abour, taxation, safety, environment (n
incentives for informality or semi-
formality)
Transparent proceedi ngs of public
admi ni stration
Transparent foreign trade |icensing
Direct support to SMEs: Fi nance decentralized activities on a
t echnol ogy conpetitive basis
Direct support to SMEs: Export pronotion agency
exports
Direct support to SMEs: Fi nance decentralized activities on a
finance conpetitive basis
Regi onal gover nnent Encourage inter-firm Publ i c purchasing policy geared at
rel ati onshi ps groups/consortia of SMEs
Direct support to SMEs: Technol ogy denonstrati on centres
t echnol ogy
Ext ensi on service
Credit guarantees for firms with
strategies and projects formulated in thg
context of regional devel opnent strategy
Direct support to SMEs:
finance Subsi di zing networking initiatives to
cover transaction costs
I nvol ve groups of SMEs and their
associations in fornmul ation of |oca
devel opnment strategy
Local gover nnent Encourage inter-firm

rel ati onshi ps

Publ i c purchasing policy geared at
groups/ consortia of SMEs

Busi ness associ ati ons

Stimulate i nformation
exchange between firns

Est abli sh sectoral and topical working
groups, managed/ noder ated by associ ati ong
pr of essi onal s

Organi ze semnars with external speakers

Subcontracting cl eari ng-houses

Research institutions,
uni versities, training
institutions

Direct support to SMEs:
education and technol ogy

Tai |l or-nmade training course for groups off
SMES

Di ssem nati on of technol ogy information

Medi um si ze and | arge

firms

Suppl i er devel opnent

I ndi vi dual assistance to suppliers

Traini ng courses for groups of suppliers

Sour ce:

adapted fromJ.

Meyer - Staner, op.cit.
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29. Wil e technol ogy partnerships in the OECD countries involving |arger
firms have mainly evolved through the dynam cs of the enterprise sector
research has shown that a series of steps and nmeasures are necessary at the
begi nni ng of cooperation to bring "woul d-be partners” together for smaller
firms. This is particularly inportant in developing countries. Thus, a study
prepared by UNCTAD concluded that a grow ng nunber of SMES were eager to
participate in activities at the global |evel. However, the existence of an
enabl i ng environnment that includes incentives, an adequate |egal and policy
framewor k and support nechani snms to guide themthrough the initial stages is of
critical inportance.?

30. European SMEs are the partners in the nulti-disciplinary and nmulti-
sectoral programme of R&D carried out by BRI TE (Basic Research in Industria
Technol ogi es for Europe). BRITE was designed to revitalize traditiona

i ndustrial sectors by introducing new processes and organi zati onal systens to
obtain total quality, and incorporating technol ogical, econom c and

envi ronnental considerations in the innovation process applied by enterprises.
An inportant role in pronoting the participation of SMEs has invol ved the
application of cooperative research projects (CRAFT) through the setting-up of
"thematic networks” and pronoting partnering activities between European
enterprises, research organizations and universities. To this end, the
programe has ai med at encouragi ng horizontal cooperation between multi-

di sciplinary teans and vertical cooperation between suppliers, producers and
users within the European region. The initial BRITE was foll owed by

BRI TE/ EURAM ( Eur opean Research in Advanced Materials). The European Comm ssion
provi des 50 per cent of the costs of projects, which are selected follow ng a
call for proposals; 75 per cent of this 50 per cent is allocated this way, with
the remai ning quarter of the BRI TE- EURAM budget allocated to initiatives
designed to boost the progranme's inpact. The progranme has been consi dered

i nnovative and effective. A 1994 evaluation report presented direct and

i ndirect economc effects of a sanple of 50 BRI TE- EURAM projects. These

yi el ded an average economic return during the five-year period follow ng the
projects research of ECU 7 for every 1 ECU invested. #

31. Experiences with firm based partnershi ps between enterprises from

devel oped and devel opi ng countries have shown that in many cases these did not
evol ve spont aneously even where a favourable policy environnent was in place,
but beyond that, a "seed nechani sn or information clearing-house initiated or
facilitated first contacts between potential partners. Thus, sone part of the
di scussion has to centre on the institutional framework of partnerships. What
are the dynam cs of the systemas a whole in which enterprises operate and

col | aborate? What | egal formdo partnerships need to take in order to be
sust ai nabl e, and what neasures would support a "culture of partnership" that
facilitates firmlevel cooperation?

32. Techni cal assistance at the international |level has in the past been

mai nly dedi cated to governnent-centred projects. International cooperation
efforts based on enterprise devel opnment nust necessarily |lead to new fornms of
such assistance and to a shifting role of international organizations and

bil ateral agencies in ternms of funding and inplenmenting projects which invol ve

20 UNCTAD, "Energing forms of technol ogical cooperation...".

2L See Eur opean Commi ssion, RTD Info No. 14, January 1997.
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the private sector. How could these effectively support initiatives for
partnershi p?

33. Inter-firmpartnership can potentially contribute to the nore effective
i ntegration of devel oping countries' firnms into the world econony. Firns in
| east devel oped countries in particular do not have the funds, trained human
resources or infrastructure to pursue a technol ogy-based i nnovati on process
conpl etely on their own. Experiences of devel oping country firms could revea
some of the dynamics that neke partnerships work. Fromthese experiences it
m ght be possible to devel op nechanisns to transfer "best practice" in
partnering activity and di ffuse nmechani sns that could provide the backing for
inter-firm partnerships. These bear further discussion

34. Li ke many other forns of inter-firm cooperation, partnership agreenents
to be successful need a variety of supportive nmeasures by governnents and the
busi ness community. In recent periods a nunber of national and internationa

i ncentive schenmes have been put into operation in devel oped countries, with
sonme of them especially directed to devel oping countries and transitiona
econom es. North-South inter-firmcooperation thus becomes part of a three-way
partnership in which Northern governnents and international organizations play
a critical supportive role.

35. There are a nunber of pilot projects, mechani sms and programes
addressing issues such as financing of the various phases of technol ogy
transfer, creating awareness, finding partners, launching specific transfer
processes and encouraging R& institutions to transfer technol ogy. For
exanpl e, the United States Agency for International Devel opnent (USAI D)
supported a five-year University-Industry Linkages and Econom c¢c Devel oprment
Programme. This was designed to ensure collaboration between Northwestern
University in the United States and the Autononpus University of Yucatan in
Mexi co, focusing on |inkages between each university and each | ocal productive
sector. |Its objectives were to develop joint research capabilities as well as
an academ c programre in technol ogy and organi zati onal performance, and to
extend extension programmes of the Mexican university to assist |oca
manuf act urers. #

36. The Technol ogy Partnership Initiative (TPlI), a British programe funded
by the O ficial Devel opnent Assistance (ODA), pronmptes inter-firm cooperation
in the area of environnental technol ogy.

2 A Wad, "University-industry |inkages and econonic devel opnent:
Lessons and anal ytical perspectives drawn fromthe UDLP project”, paper
prepared for the VIth Synposi um on Technol ogy Managenent, Autonomous
Uni versity of Yucatan, Merida, 4-5 Decenber 1997.
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Inter-firm supportive programes:
Technol ogy Partnership Initiative, United Kingdom

bj ect i ves: The Technol ogy Partnership Initiative (TPlI) of the United

Ki ngdom s Departnment of Trade and Industry pronoptes technol ogy cooperation
between British and devel oping country firns in the area of environmentally
sound technol ogies (ESTs). The TPI's main aimis to pronote direct access by
devel opi ng countries' businesses and newly industrializing economes to

i nformati on about ESTs available in the United Kingdom and about the
conmpani es that produce them

Support provided:

- provi sion of information about opportunities for joint ventures and
ot her fornms of partnership;

- maki ng avail abl e to busi nesses in devel opi ng countries case studi es and
gui des to best practice;

- provi sion of information about technol ogical solutions and techniques,
and denonstration of |eading edge technol ogy;

- sponsorship of seminars on environnmental managenent and training in
several developing and newWy industrializing countries;

- support for nultilateral efforts ained at pronoting ESTs.

Met hodol ogy: The TPl has established a nunber of criteria for pronoting
partnershi ps. The technol ogi es involved have to be affordable; they have to
be appropriate to the needs of a wide range of industrializing devel oping
countries; and they have to enabl e busi nesses operating in devel opi ng
countries to grow i n accordance w th sustai nabl e devel opment principles. The
TPl mainly works as an information cl earing-house, but also carries out nore
direct activities such as training sem nars.

37. A Finnish programme pronoting inter-firm |inkages between Finnish and
foreign conpanies concentrates nostly on contacts wth other advanced
i ndustrialized countries; nore recently, it initiated |linkages w th China.
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Inter-firm supportive programes:
Partnerlink Programe, Finland

bj ectives: The Partnerlink Programme is aimed at conmercializing Finnish

i nnovations in international markets and assisting, in particular, innovative
SMEs and the business service organi zations that aid them (including

consul tants, technol ogy centres, devel opnment conpani es, chanbers of comrerce
and industry associations). Each project has to secure at |east one
strategic alliance agreenent between Finnish and foreign conpanies. The
programe pronotes the internationalization of SMES and busi ness service
organi zations; the latter are to becone part of a functioning internationa
contact and expert network.

Support provided:

- proj ect - supported assistance by a busi ness service organi zation (the
reci pi ent conmpanies are not billed for the services provided),
i ncluding active seeking of cooperation partners in other countries;

- seeki ng and sel ecting potential cooperation partners;
- assistance in the negotiating process;
- followup of strategic alliances in the inplenmentation process.

Met hodol ogy: The Partnerlink Progranme is made up of individual projects

i nvol vi ng European countries, the United States, China, the Republic of Koread
and Australia. Each project involves several conpani es and one or nore

busi ness service organi zations, the role of the latter being to seek
potential foreign cooperation partners for Finnish conpanies in collaboration
with foreign service organi zations, and to participate in relevant

negoti ations. Client conpani es are sought out anong technol ogy-intensive
firms, and use is nmade of Finnish industrial attachés and commercia
counsel l ors and secretaries based in foreign countries.

38. Sone of the above initiatives such as the TPl primarily target newy
i ndustrializing countries. Can the newinter-firmalliances be further
extended to include a | arger nunber of enterprises in devel oping countries,
i ncludi ng | east devel oped countries (LDCs) and economies in transition?

39. A nunber of United Nations organizations have ained at supporting inter-
firmcooperation, e.g. the United Nations Organization for Industria

Devel opnment (UNI DO), which organi zes programes and events such as techmarts,
investmarts and i ntechmarts, and has prepared tools to assist in the
partnershi p process. UNCTAD has al so been contributing to exam ning the
potential of inter-firm cooperation, both in the North-South and Sout h- South
contexts. Exanples of this work are the two workshops, held in Geneva in 1995
and in Helsinki in 1996, on various aspects relating to technol ogy
partnerships; and the first Subregi onal Wrkshop on Asia-Africa Trade, held

i n Zi mbabwe in Novenber 1997, which provided opportunities for entrepreneurs
fromdifferent regions to neet and to network anong thensel ves. The UNCTAD
Asi a- Afri ca Cooperation project included workshop cum study tours in |Indonesia
and Thailand in Novenber 1996, and thus provided, for exanple, the possibility
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for a fashion designer from Ghana to establish a quality design network with
Sout h- East Asi an conpanies. A nunber of inter-firmlinkages have al so been
initiated through the UNCTAD EMPRETEC programe, including enterprise
net wor ki ng between Asia and Africa and with a particul ar enphasis on SMEs.
SMEs can also find partners for joint ventures and other types of inter-firm
cooperation through the electronic trading opportunities system of the UNCTAD
G obal Trade Point Network (GTPNet).

40. Simlarly, a Yale University initiative, in collaboration with the United
Nat i ons Devel opnent Programre (UNDP), supports the creation of public-private
partnerships to tackle water, sewage and energy problens in urban environnents.
The project enphasizes eco-efficiency, stakehol der participation and
replicability. It uses ODA to | everage private sector investments by creating
joint ventures, while building an effective enabling environment with solid
supporting mechani sns at the sanme tine.®

41. In addition to assistance frombilateral sources and UN agenci es,

regi onal bodi es have supported North-South partnering activity. The European
Uni on, for exanple, plays a dynamic role in supporting partnerships concerning
technol ogy, production and marketing and pronoting technol ogy transfer and
trade for SME devel opnent at various levels. Various specific programres
backed by the European Union function within the franmework of ECH P (European
Community I nvestnment Partnership), which has as its main objectives to
encourage investnment by European firns in Asia (through the ASIA-1 NVEST
Programme), in Latin America (through AL-1NVEST) and in the Mediterranean
countries (through MED-INVEST). The ECI P progranmes operate via a network of
financial institutions and mainly facilitate four critical stages of business
investment: (i) project identification and the search for potential partners,
wor ki ng t hrough chanbers of comerce, trade associations and public
institutions providing support to enterprises; (ii) preparation prior to the
setting-up of a partnership, e.g. partner search; (iii) financing of capita
requi renents; and (iv) devel opnent of human resources, training and management
assi stance. Al so supporting inter-firm partnerships, the Trade and Technol ogy
Informati on Pronotion System (TIPS) operates a conputerized technol ogy support
conpany for various regional programes throughout the world, with the

assi stance of the European Union

42. Support to inter-firm partnerships has al so been provided by the European
Uni on through the Centre for the Devel opnent of Industry (CDI). The latter is
an EUACP (European Union-Africa, Caribbean and Pacific) joint institution
financed by the European Devel opnent Fund under Lonmg Convention provisions.?

43. In the Western Hem sphere, the Organization of Anmerican States, within
the framework of the Partnership for Devel opnment of the Anmericas, focuses anong
ot her things on science and technol ogy cooperation, and provi des support to the
i mprovenent of scientific partnerships and technol ogi cal ventures in the
region. In addition, it pursues new partnerships in the field of sustainable
devel opnent, including the facilitation of information exchange on

2 Environnental Health and Safety Managenent, Inc., EHS Managenent,
27 Cctober 1997

#see UNCTAD, "Energi ng fornms of technol ogi cal cooperation...", p.24.
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environmental | y sound technologies.?® In Asia, and parallel to a process which
is mrket-led and where the main actors are networks of firns and corporations
regi onal i zing production, a nore formal institutional process |ed by
governnments is drawi ng together agents from public and private sectors into
enhanced regi onal econom ¢ cooperation projects. Organizations such as the
Associ ati on of South-East Asian Nations (ASEAN), the East-Asian Econom ¢ Caucus
( EAEC) - ASEAN pl us Japan, the Asia Europe Meeting (ASEM and the Asia-Pacific
Cooperation groupi ng (APEC) have established diverse foruns for pronoting new
fornms of cooperative ventures, including those anong firns.? The recent
financial crisis in Asia has surprised investors and politicians alike at home
and abroad and encouraged specul ation about its inpact in the short and | ong
term The inmmedi ate effect has been felt in the postponenent of planned

i nvestment projects in the region and reduction of exposure of foreign firms to
this market. The crisis has adversely affected the earnings of foreign
conpanies in the region and may have nmade sone of them |l ess enthusiastic for
the tinme being about entering into new cooperation agreenments with |ocal firns.
O her firnms, however, see this crisis as offering opportunities for nergers and
t ake-overs and for concludi ng cooperation agreenents with local firms with a
view to consolidating their position in this lucrative market. These conpanies
have a | onger time perspective and their decisions are based on fundanental s,

i ncl udi ng technol ogi cal capability-building over the years in the region

44, Since 1992, when it opened its doors in eight Latin American countries,
the Programa Bolivar - backed by the Inter-American Devel opnent Bank - has been
promoting international partnerships with businesses in Latin Anerica and the
Cari bbean. It has been operating a nechanismin different countries to bring
together two or nore parties in doing business: buyers and sellers, innovators
and financiers, prompters of ideas and those offering practical applications.
In every case the programme operates transnationally, as it is seen as
instrumental in allowing small and medi um sized conpanies to go internationa
and achi eve conpetitiveness. An analysis of the programre undertaken in 1996
consi dered, however, that its design had been excessively optimstic,
particularly with regard to the tine-frame for adopting a self-financing
mechani sm for inter-firm partnership.?

45. Until recently, devel opnent cooperation ained at technol ogy transfer and
devel opnent or for production and export pronotion purposes in devel oping
countries often took the form of support for |arge state-owned conpanies, wth
donors channelling state-to-state devel opnment cooperation exclusively to the
public sector and parastatal bodies. National donors have now gradually
shifted to the notion that state-to-state devel opnent cooperation can al so

i ncl ude support for the devel opment of private sector enterprises, and such
support has increasingly taken the form of business-to-business (B-to-B)
programes. An exanple of these is the Technol ogy Partnership Programre from

® see, for exanpl e, OAS Resol ution 1420 (XXVI-0/96) on the Financing
of the Common Market of Scientific and Technol ogi cal Know edge Program
(MERCOCYT) for Followup and Supervision of the Actions Recomrended by the
M ni sters of Science and Technol ogy.

% see R Hi ggot, "Shared response to the market shocks?", in The
Worl d Today, January 1998.

%" see Inter-Anerican Devel oprment Bank, Annual Report of the
Eval uation O fice for 1996, July 1997.
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Denmar k.

Inter-firm supportive progranmmes:
Dani sh support to technol ogy partnerships
oj ecti ves:

- to establish contacts between SMEs in Denmark and sinmilar business
ventures in devel oping countries; for the latter this may involve
i mproving the efficiency of production and the quality of product
i nes, adding new products to the existing range or introducing new
t echnol ogy;

- to contribute to a sustainable econony and technol ogy devel oprent;

- to assist in nmaking transferred technol ogy nore applicable locally
as well as nore viable comercially;

- to i nprove comuni cati on between technol ogy producers and users;

- to prepare the way for a long-term | earning and increnental
i nnovati on process.

Support provided: Basic support includes start-up activities, initial
visits, required studies, technical assistance and training. In addition

a swap or a loan facility supports inports of capital goods, raw materials
conmponents and the paynent of |icence fees, royalties etc. not covered by
financing grants. Under the programme, the Danish Federation of Small and
Medi um Si zed Enterprises al so assists developing countries' firns in
findi ng Dani sh partners.

Met hodol ogy: The support provided by Dennark to technol ogy partnerships

t hrough different schenes has included a variety of activities, such as
assi sting Dani sh conpanies in matters concerning technol ogy transfer to
devel opi ng countries, inform ng conpani es about problenms and possibilities
in the markets of devel oping countries, adm nistering a subsidy schene
from whi ch Dani sh conpani es may obtain financial support for devel oping
products adapted to markets of the devel opi ng countries, and operating a
private sector devel opnent programme to support the establishnent of |ong-
term col | aborati on between Dani sh busi ness and enterprises in devel opi ng
countries.

46. An anal ysi s focusing on partnership devel opnent involving institutions
fromindustrialized countries concentrating mainly on Denmark and devel opi ng
countries (mainly | east devel oped countries) was presented at the Hel sink

Wor kshop of Experts on Technol ogy Partnership.® |n exam ning these programmes,
it was noted that since 1990 a nunber of initiatives had been taken, e.g. pilot
projects specifically targeting private sector devel opnent through partnership
devel opnent, with technol ogy transfer as one of their principal objectives.

8 gee H. Genefke Jorgensen, "Danish partnership programres: Lessons
| earned”, in UNCTAD, "Exchanging experiences of technol ogy partnership...".



TD/ B/ COM 3/ EM 4/ 2
Page 20

The author's review of the Danish and two simlar Swedi sh progranmes provides
sonme points for reflection on the issue of best practice in inter-firm
partnering activity:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

Finding the right partners through a matching process was a key el enent
i n successful partnership, and probably the key problemas well;

The enabl i ng environnent was considered to be of great inportance for a
partnershi p programe's success, particularly with regard to workforce
skills, accessibility of spare parts and other services. Also, |oca
management traditions seened to play an inportant role in partnership
success;

The anal ysis of the different programmes cane to different concl usions
about the optimal size of enterprises for matching. One of these
progranmmes, the Cooperation for Technol ogy Transfer (CTT) Progranme,
stressed the inportance of small, flexible, action-oriented enterprises
managed by the owner and intended to continue concentrating on this
segment, while another, the Private Sector Devel opment (PSD) Programe,
stressed that partners which were too small for the Danish partner
enterprise were not cost-effective;

A genui ne and whol ehearted notivation for partnership was seen as an

i mportant condition for success. |If the devel oped country partner's
objective was mainly to pronote and sell its products in new regions, the
partnership was dooned to failure. Mitual expectations regarding the
outcone of the partnership were to be set out as early as possible in the
partnership formation process, for instance by nmeans of a nutually agreed
letter of intent;

Part ner devel oping country enterprises, |like their counterparts, were to
wor k on mar ket ternmns;

Wth respect to the support programme's input to the partnership project,
effective assistance was considered extrenely inportant for fostering
contacts as well as for giving potential partners a proper opportunity to
assess the potential of a |ong-term engagenent;

It was noted that in sone earlier projects, subsidies had been used to
enhance partnership, the intention being to phase themout later. This,
however, often seenmed difficult to carry through, and could lead to

mar ket distortions. Part-financing of project conmponents seenmed to be a
new way of ensuring partners' commitnent to decisions and investnments
made;

(viii) The analysis of whether to focus in the partnership programre on a given

(i x)

sector and/or area appeared not to be conclusive. Danish programres
tended not to focus, while Swedi sh ones appeared to do so;

Substantial administrative flexibility in managi ng the partnership

proj ect was needed, as overall conditions in the world econony, including
the devel opi hg countries, were changing rapidly. SMeEs needed quick

deci si on- maki ng and unbureaucratic adm nistration. A small group of
people - and always the sane people - should be in charge of decision-
maki ng on the basis of clear guidelines. The inportance of |oca

i nvol venent in progranme adninistration was stressed,;
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(x) Progranmmes based on devel opnent cooperation tended to nmove in the
direction of |eaving as nany decisions as possible to the two partner
enterprises thenselves, ensuring that they assuned real ownership of the
proj ect.

47. Wiile a systematic analysis of different inter-firm partnership-
supporting progranmes appears to be | acking, nmost of these programres seemto
have a supply-driven character, corresponding to a large extent to the
structures set up for SME devel opnent at the national level. An interesting
proposal regardi ng how a demand-driven approach could have a significant inpact
on SMEs' productivity and quality of output nakes the case for the "right kind
of procurenent-linked assistance".? On the basis of a study of governnent-|ed
procurenment in the Brazilian State of Ceard, the authors identified conditions
under whi ch a demand-driven approach to governnent purchases from SVMEs coul d
effectively contribute to their devel opnment. They contend that a demand-driven
approach to procurement works better because it forces support agencies to
fashi on custom zed assistance - in the case presented, the SME support agencies
were the State Departnent of Industry and Comrerce (SIC) and the Brazilian
Smal | Enterprise Assistance Service (SEBRAE). Criteria for procurement ained
at SME devel opnent drawn from the study included the follow ng: procurenment
shoul d be contracted with groups of firns® - and paynent to each producer
shoul d foll ow exclusively upon delivery of products of the whole group, the
quality of which confornms to standards; procurenent units should not be forced
to buy fromsmall firnms, and the SME support units should be separate fromthe
pur chasi ng ones; procurenent of this kind should make a substantial part of the
payment to suppliers upfront (in the Ceara case, 50 per cent) for working
capital purposes; and the SME support agency nust earn a small comm ssion on
the contract. |If such approaches result in a stronger SME sector, this would
facilitate conpani es' consideration by of international inter-firm cooperation
possibilities.

I'V. SPECIFIC | SSUES FOR CONSI DERATI ON AT THE EXPERT MEETI NG

48. Set out below are a nunber of specific issues for consideration at the
Expert Meeti ng.

(a) What are the inplications of partnering and networking for the
conpetitiveness and technol ogi cal capability of firms from devel opi ng
countries and transition economies in the short and long tern? Does
inter-firmcollaboration bring about a sharing of technical know edge and
encourage patterns of |ocal technical |earning? Has this advanced
product and process devel opnent ?

(b) Assunmi ng that nore extensive research and exchange of experiences wll
show that firms in devel oping countries and countries in transition, like
their counterparts in devel oped countries, may benefit from partnering
activities, what basic conditions nust exist in order to notivate
conmpani es to engage in partnerships and other forns of inter-firm

2 3. Tendler and M Alves Amorim "Small firns and their hel pers:

Lessons on demand”, in World Devel opnent, vol. 24, no. 3, 1996, pp. 407-
426.

% Local firns benefit frompartnering in order to meet contract
speci fications in governnment procurenent.
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(c)

(d)

agreements (e.g. overall l|legal context, intellectual property rights
system security for investnents nmade in a foreign country, tax system
general and regional policy frameworks)?

What effects could strategic partnerships with firns fromthe
i ndustrialized countries have on those firns considered to be potentia
conpetitors in the international markets in the long run?

What are the experiences with existing regional and bil ateral progranmes
supporting inter-firmcooperation as to their inpact and inplications?
An assessment coul d include the foll ow ng:

(i) An exami nation of specific experiences with partnership
arrangenents and enterprise-enterprise cooperation, including the
rol e played by these enterprises thenselves as well as by business
associ ations, service centres and information clearing-houses; this
woul d i nclude an assessnent of the factors that led to the success
or failure of such initiatives;

(ii) The identification of policy-related and institutiona
prerequi sites for pronoting successful partnerships and for
provi di ng an adequat e enabling environnent; and

(iii) The mapping of steps to be taken to operationalize the concept of
strategi c partnership, including possible support fromthe
i nternational comunity.



