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l. RECOMVENDATI ONS ADOPTED BY THE EXPERT MEETI NG
Preanbl e

1. The experts reaffirmed the inportance of inter-firm cooperation in
enabling firms to neet the challenges of the new international conmpetitive
envi ronnent . Inter-firm agreenents cover a variety of arrangenents
bet ween small, nedium and large enterprises, including |icensing and
subcontracting rel ationships, technol ogy, marketing and other forns of
strategi c partnering. Inter-firm cooperation could be an effective

mechani smfor capacity-building in areas such as technol ogy, product and
process quality inprovenents, marketing and nanageri al know- how,
particularly for small and mediumsized enterprises (SMEs). Wiile inter-
firmcooperation is relatively wi despread in devel oped countries, evidence
shows that firms in devel oping countries and economes in transition face
certain obstacles in participating in such arrangenents. The experts
di scussed the nmain conditions for successful partnering. These include
the identification of the right partner, the need for a conmon vision,
trust and strong notivation, clarity of organizational structures and a
t horough preparation based on adequate information. The experts
recogni zed that there is a vast diversity of country situations, requiring
differentiated responses wth regard to inter-firm cooperation,
particularly in the | east devel oped countries (LDCs).

2. The di scussion at the Expert Meeting rai sed a nunber of issues that
resulted in specific recomendations in terns of policy options and
guidelines for different actors involved in the process of building inter-
firmcooperation: for governments and nati onal organizations in terns of
setting the general policy framework and infrastructure, and in ternms of
providing direct services to SMeEs at the local level; for the
international comunity in terns of building bilateral or nultilatera
techni cal cooperation progranmes fostering inter-firm cooperati on; and for
UNCTAD.

Pol i cy options and practical measures
to pronote inter-firm cooperation

A. Recommendat i ons addressed to governnents and national organi zations

3. Government policies should focus on creating and maintaining an
overal | macroeconom ¢ environnment ("enabling environment”) conducive to
inter-firm cooperation. This includes providing close support to
enterprises and encouraging the creation of efficient, flexible and
i ndependent | ocal organizations such as business associ ati ons, chanbers
of conmerce and industry associ ati ons.

4, Covernnents should ensure that the legal framework is favourable to
inter-firm cooperation and define clearly the legal and regulatory
measures that govern business and inter-firm transactions and
col | aboration, such as the system of property rights, contract |aw,
commercial |aw, special tax neasures and dispute settlenent. In addition

it is inmportant that governments ensure effective and efficient
i npl enmentation of their |legal and regul atory neasures.
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5. To enhance successful and econom cally viable partnering, government
policies should facilitate the devel opnent of |ocal technol ogical
managerial and organizational capabilities. In order to have a
"partnershi p-ready" enterprise sector, it is essential to create the
necessary capabilities in terns of human resources and institutiona
i nfrastructure by enhancing the educational |evel and skill formation of
the |l abour force through ongoi ng general and vocational training and an
adequate institutional framework for apprenticeship and craftsmanship.
Particular efforts are required in LDCs.

6. Covernnents and private sector bodies need to play an active role
in preparing the ground for inter-firm partnerships through, anong ot her
measures, raising awareness of the potential benefits from such
partnerships and providing local firnms with access to informati on as wel |
as the right mx of financial and technical support where needed.
Measures should also include access to independent advice at various
stages of a partnership, for exanmple during initial negotiations or when
consolidating a partnership. 1In this regard, governnents should work with
private and public sector bodies to systematically collect information on
the progress being nmade in |locating partners for technol ogy, production
and marketing cooperation and in identifying the different types of
arrangenents being entered into with a view to dissemnating "best
practices”.

7. Measures are necessary at all levels of government to foster the
promotion and application of R&D results in industry with a view to
strengthening the ability of firms to participate in internationa
production networks. Governnments could pronote interaction between firns
and R&D institutions or universities through such nmeans as technol ogy
centres and parks. Such |inkages are essential for training and the
provision of skills to enterprises, especially SMEs.

8. I nvest ment pronotion agencies, public and private sector bodies and
academ c institutions should be encouraged to pronote the upgradi ng of
| ocal t echnol ogi cal and nanageri al capacity through inter-firm

arrangements such as joint ventures and subcontracting and franchising
rel ati onshi ps, through study tours and by securing government support for
R&D.

B. Recomendati ons addressed to the international comunity

9. The international community should enhance inter-firm cooperation
t hrough provi di ng access to capital, technol ogy, managerial know how and
adequat e financing on the nost concessional ternms to SMES in devel opi ng
countries, particularly in the | east devel oped countri es.

10. In support of national and regional initiatives to pronote inter-
firm cooperation, corresponding efforts should be made at the |evel of
mul tilateral and/or bilateral cooperation. These efforts could include
the creation of inter-firmcooperation opportunities (e.g. through pil ot
projects, fairs, study tours), training of staff frominterested firns,
facilitating technology transfer, provision of experts, financial
assistance to support structures as well as information services.
I nternati onal cooperation schemes in devel oping countries and econoni es
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in transition should address the requirements of nodern production (e.g.
quality control, just-in-time production). Partnering agencies could al so
assi st "woul d-be partners” to better articulate their objectives, focusing
on trust-building processes and devel oping activities designed for this
pur pose.

C. Recommendat i ons addressed to UNCTAD

11. Several initiatives could be undertaken by UNCTAD in cooperation
wi th other international organizations, such as UNIDO, |1TC and UNDP, to
support the process of inter-firm cooperation. There is a need to

(a) identify best practices in pronoting inter-firm cooperation

(b) develop criteria and checklists of conditions, capacities and
atti tudes which make conpani es "partnership-ready”, taking into account
| ocal conditions; (c) provide advice to governments in creating an
appropriate policy environnent for inter-firm cooperation as well as
advice on policy options within specific sectors; (d) address the needs
of | east devel oped countries at the pre-collaboration | evel by identifying
ways of enabling enterprises to build contractual trust through their
| egal systens, good-will trust by creating a conmon vision anong the
partners and technical trust by strengthening their technol ogical and
managerial capabilities to carry out agreed tasks; (e) establish an
el ectronic network of North-South and Sout h- South partnering programres
in the area of inter-firm cooperation, including useful information on
i nternmedi ary mat ch- maki ng agencies, within UNCTAD s website and link it
on-line to the EMPRETEC and the WAI PA networks; and (f) undertake a pil ot
project, if extra budgetary resources are nade available, pronoting
net wor ks of support services at the regional |evel.
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1. CHAIRPERSON' S SUMMARY OF THE EXPERTS'
I NFORMAL DI SCUSSI ONS

12. The Expert Meeting on Inter-Firm Cooperation focused on three sets
of substantive and technical issues: (i) inplications of inter-firm
cooperation for conpetitiveness and technol ogical capacity-building in
devel oping countries and economes in transition; (ii) creating a
conduci ve policy environnent; and (iii) support structures, nmeasures and
programes for inter-firm cooperation.

I mplications of inter-firmcooperation for competitiveness and
technol ogi cal capacity-building in devel oping countries
and economies in transition

13. The discussions started with a panel of three resource persons: a
researcher fromthe Institute for New Technol ogies of the United Nations
University, a representative from Biocon India and a representative from
Nortel, Canada

14. The resource persons stressed that successful "two-way" technol ogy
partnerships required a nunber of conditions to be nmet. darity of notives
and structures was necessary because it hel ped focus the activities of
col I aborators and because firns creating new product and process know edge
requi red advanced forns of organization, while firnms seeking know edge to
fill specific gaps could collaborate using informal agreenents. Thorough
preparation involved obtaining full information on enmerging internationa

trends and potential areas for collaboration, and identifying which of the
potential partners could be best suited for the partnership. Also, it
required mnimzation of the risk of conflict by systematically creating
negotiating and comrunication skills, acquiring insights into the
potential partner’s corporate and national business culture, and dealing
wi th di nensi ons such as the governance of the collaboration, the valuation
of human and material resources, and manageri al and reporting procedures.
Creating the conditions for learning required partners to engage in
constant and constructive comuni cation and exchange of ideas at every
| evel of the organization while at the sane tinme being receptive and
adapt abl e as regards the ideas of counterparts. Exchangi ng personne

bet ween partners hel ped to understand better the approaches of partners
to generating ideas and solving technical problenms, while training and
i nkages to rel evant universities and research centres provi ded externa

know edge inputs. Regul arly mnonitoring and assessing the progress of
partnerships, as well as the perceptions of partners, contributed to
ensuring that objectives were being net. Ensuring that the cycle of the
col | aboration was conpleted through clear and reasonable targets and
timetables for new product or process devel opnent or adaptation, and
term nation of collaboration unless a new cycle could be initiated, hel ped
to maximze technical and financial benefits. Buil ding of trust
t hroughout the process was al so considered inportant. Three types of
trust were identified: contractual, goodw || and conpetence. Contractua

trust meant that partners respected what was stipulated in the agreement.
Coodwi | | trust was grounded in nutual expectations of open comm tment to
each other. Conpetence trust referred to the confidence in each other’s
ability to performat its best.
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15. Two case studies of technol ogy partnershi ps were presented. Biocon
India is an exanple of a successful collaborative private-sector venture
fromits inception. It was set up in 1978, in collaboration with Biocon
Bi ochemicals of Ireland, to produce papain (a plant enzyne) and isinglass
(a natural hydrocolloid fromfish). India possessed these critical raw
materials, used in brewi ng industries worldw de, while the Irish partner
had a requirenent for them and initially provided capital funds for the
venture. Because of restrictive Indian governnent regulations, Biocon
Ireland’s stake was limted to only 30 per cent in the venture, but the
I ndian partner offered other interesting advantages: a 10 per cent
subsidy on high-tech investment provided by the Indian Government,
substantial credit provided by public financial institutions, and a
| ocati onal advantage, namely Bangal ore - a cosnopolitan city where several
scientific research institutions and a good pool of trained personnel were
readily avail abl e.

16. As its contribution, Biocon India had to develop the production
processes to manufacture these products. The Irish partner, on the other
hand, had a market for the products. Also, it provided the initial

expertise in marketing and technical support to help Biocon India market
i ndustrial enzynes which it bought from Bi ocon Ireland. Today Bi ocon India
has graduated beyond meki ng papai n and i singlass, replacing enzymes bought
by the Biocon Goup with in-house production. It has become a base
producer of industrial enzymes, pharmaceuticals and natural colours -
almost all the products being an outcone of its own research and
devel opnent - and has generated sales of approximately $30 nillion, 50
per cent of which were exported to devel oped countri es.

17. In 1989, Biocon Ireland was acquired by Quest International, a
subsi diary of Unilever, Holland. This | aunched Biocon India s second
partnership and growth phase. Quest recogni zed Biocon India as a quality
resource for cost-effective mcrobial research and initiated several joint
research projects. Being a |large transnational corporation, Quest inmposed
more formal agreenents and bureaucratic procedures, but brought a
know edge of international quality standards and access to substanti al
dat abases, and thus a high level of connectivity was achieved. Thi s
al lowed Biocon India to continue to advance further in the field of
bi ot echnol ogy research. The resource person pointed out that inter-firm
cooperation had allowed Biocon India to inprove its quality control, and

that this was not an easy skill to devel op
18. An exanpl e of partnership in the telecommunications and software
i ndustry was presented. Nortel, Canada, a multinational, global provider

of comuni cati ons network sol utions has strategic partnerships with four
i ndependent | ndian conpanies (Tata, WPRO, Infosys and SAS). These range
in size from well-established larger firms to smaller start-ups. The
partnershi ps had proved beneficial to both sides in various ways; for
exanmpl e, they enabled Nortel to have access to skilled human resources in
India as well as to the Indian market. The Indian conpani es benefited
financially, earning income in hard currency as well as gaining access to
the North American market and being able to share "state-of-the-art”
t el ecommuni cations technol ogy. Modern  technologies (electronic
net working, video conferencing etc.) facilitated cooperation between
research | aboratories in India and North Anmerica. The building of nutual
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trust and the bridging of different work cultures, as well as patience in
overcom ng adm nistrative obstacles, had been crucial elenments in the
early stages of developing these partnerships. As a result, the
participating conpanies could look forward to long-term strategic
partnershi ps.

19. It was al so stated, in the context of the Nortel partnerships, that
partnering conpanies in India benefited in various ways from the
partnering. They did so financially, by gaining access to the North
American markets through Nortel, by taking part ownerships of the product,
and by learning the "state of the art” in tel ecomunications technol ogy.
An exanple of the latter had been achieved through the setting up of
"Nortel cells” within the Indian partner organizations dealing wth
technol ogy aspects. Wth respect to Biocon and Nortel, the question was
rai sed as to how effective the inmpact of these partnerships had been at
the local Ievel. As for Biocon, the inpact was reflected through
significant "trickle-down effects”. While the conpany now enployed 200
peopl e, the resource person estimted that at |east 10 tines that nunber
were directly or indirectly affected by its econonmic activities. Through
its activities, the conpany had al so upgraded |ocal business standards,
generated opportunities for |ocal producers of equipment, upgraded
| aboratory design and buil di ng standards, and i nproved the inplenentation
of hygienic nornms. In addition, the Biocon partnership had strengthened
research skills and led to the creation of a major research facility
within the firms.

20. In reacting to these presentations, the experts noted that it was
wel | understood that issues relating to successful inter-firmcooperation

particularly the identification of partners and matching issues, included
social and cultural aspects. Even though it mght be difficult to anal yse
t hese aspects, they played an inportant role in the success of cooperation
and shoul d be enphasi zed. The inportance of clear policies and of a |egal
framework was stressed, as well as the existence of stable investnent
regi mes and the devel opnent of skills. The trust elenent was essenti al

each of the partners should be fully convinced that the other contributed
to the maxi mum extent to the success of the venture. It was noted that
the main conditions for the success of partnership arrangements also
i ncl uded nmutual respect between partners, as well as diversified forns of
services infrastructure. As the partners' |evel of skills was of great
i mportance, learning by doing in the course of inplenmentation of inter-
firm cooperation should al ways be the central concern of partners. It was
al so noted that in many cases |arge conpanies doubted the ability of
smaller firns to be viable partners in cooperation ventures. Anong the
reasons for the failure of inter-firm partnerships were poor preparation
of deals, lack of diversified structures, information and transparency,
"secret agendas", hidden notives, absence of real stinmuli for cooperation
or badly formul ated objectives, and absence of nonitoring procedures.

21. Wth regard to the inpact of the size of conpanies on the success
of inter-firm cooperation, the opinion was expressed that the nost
successful deals were those between |arge and small er conpani es, since
the first could contribute experience and clear strategy and the second
could contribute flexibility. In principle, it was inportant that both
partners had sonething to offer for the success of the arrangenent and
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were ready to take their share of the risk. Nor t h- Sout h part nershi ps
seemed to be nore successful than South-South ones. An analysis of a
sel ected nunber of cases in MERCOSUR indicated that several inter-firm
cooperation efforts had failed. This was not inevitable, since if firnms
were hel ped to understand with greater clarity their specific needs and
interests and build |inkage capabilities, they would al so succeed. 1In the
case of South-South inter-firm cooperation, it was suggested that
governments pay particular attention to initiating/pronoting this
cooperation. O her supportive structures, such as chanbers of comerce
and business associations, should also deploy efforts to assist in
initiating and devel oping partnership arrangenents anong firnms from
devel oping countries, particularly LDCs. In the initiation process
maxi mum use should be made of opportunities provided by information
centres, business support agencies, study tours, participation in trade
fairs, exhibitions, etc.

22. Furthernore, it was stressed that inter-firm cooperation should have
positive inpacts at the local level in ternms of generating additiona
know edge, enployment and subcontracting opportunities, and fostering
net wor ki ng. The expert from Italy indicated that many devel oping
countries would like to replicate the Japanese industrial nodel or the
Italian experience of devel opnment based on SMEs and industrial districts.
However, in those "nodel s" several factors for success had to be taken
into consideration. Attention should be paid nostly to |ocal conditions.
In fact, a well-known Italian construction conpany, establishing
partnership agreenments in Argentina, South Africa and India, had obtained
very different results, based on the | ocal conditions encountered.

23. Several cases of corporations that had pursued diverse forms of
partnership for achieving a greater degree of conpetitiveness or for
bui I ding up their technol ogical capacity were reported. These included
t he Corporaci 6n de Petrdl eos de Venezuel a, a 100 per cent state-owned body
whi ch operated with a market-based approach. It had created the Instituto
Tecnol 6gi co Venezol ano del Petrdl eo, a research body which first trained
its personnel and then devel oped partnerships with a variety of economc
agents in the oil sector, including conmpeting conpanies and suppliers,
as well as with research bodi es from devel oped countries, such as Stanford
Uni versity and the Massachusetts Institute of Technology. On this basis,
the corporation had acquired an inportant technical services capability
allowing it to work internationally with custonmers rangi ng from Argenti na
to China, Mexico and Sweden. The creation of this capability allowed it
now to set up diverse worldw de consortia. A conceptual vision in which
t echnol ogi cal capacity-building and the partnershi p approach were centra
had been applied, and a market-oriented approach and the existence of a
solid legal framework for its operations had been the basis for these
devel opnent s.

24, Anot her case involved the Corporaci 6n Nacional del Desarrollo in
Ur uguay. Operating with both public and private sector funding, this
corporation had ainmed at strengthening the capacity of SMES and m cro-
enterprises to deal wth the challenges of globalization, through
i nvestnments, sectoral policies and the granting of credits. |In addition,
it had pronoted the introduction of new technol ogies and technol ogi ca
capacities through partnerships at the national level (e.g. favouring
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young entrepreneurs as well as wonen entrepreneurs) and greater
i nternational conpetitiveness. The backing provided by governnent
legislation and the use of private sector funds had proved to be a good
basis for the formati on of diverse partnerships. Bot h the Venezuel an and
Uruguayan cor porati ons had nade inportant efforts to pronote information
t echnol ogi es.

25. The experience of Turkey in inter-firmcooperation was illustrated
by the operations of a large Turkish manufacturer of household
appl i ances. In addition to cooperation agreenents wth rmgjor

i nternational conpanies, and know how and production transfer to other
countries (Tunisia and the Republic of Korea), this conpany had entered
into R&D agreenents with universities in devel oped countries with the
strategi c ai mof devel opi ng specific technol ogi es.

26. In Italy, small conpanies |ooking for markets abroad needed nore
than firmlevel cooperation. For example, good contacts needed to be
established with |ocal authorities, thus broadening the "network" of
economi ¢ actors involved. Inter-firm cooperation between SMEsS was often
a conplex "project” rather than a sinple cooperative venture

27. The experience of Sri Lanka in inter-firm cooperation had hel ped to
enphasi ze several areas where governnents and support agencies coul d nmake
a difference. These included the provision of adequate information,

including the identification of joint venture needs and requirenents,
support in the negotiating process, and sone forns of financial back-up
such as guarantees or | oans.

28. In the Philippines, small conpanies in areas ranging fromfood to
textiles that served an informal econony well in difficult tinmes often
had problens in adjusting to the requirenents of a formal econony, such
as mai ntai ning quality standards or increasing the production capacity to
meet rising demand. It would thus be useful to explore how inter-firm
cooperation could help to inprove production standards.

Creating a conducive policy environnent; and support structures,
measures and progranmes for inter-firm cooperation

29. I'n discussing the inportance of match-making in initiating inter-
firm cooperation it was pointed out that all facilities and sources of
i nformati on should be used to this end, including the Internet and vari ous
dat abases. At the sane tinme, it was stressed that a great nunmber of SMES
from the developing world have no access to nodern information
technol ogies. It was pointed out that successful experiences of inter-
firm cooperation obtained through permanent nonitoring should be nmade
public and wi dely dissemnated so that all parties interested in such
cooperation could draw | essons concerning best practice and woul d spend
less tine on the preparation of inter-firmarrangenents. The establishment
of science parks and technol ogy and busi ness innovation centres in the
Czech Republic and other economies in transition created synergic
interrelations among enterprises and facilitated the process of innovation
and capacity-building. Mjor actors contributing to the formation of
these centres were nunicipalities, R& institutions and the enterprise
sector. National and international networks of such centres provided
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addi tional opportunities for inter-firm cooperation and particularly for
the involvenent of SMEsS in this process. The expert from the Czech
Republ i ¢ suggested that the experience of different countries with the
formati on and devel opment of these centres should be examined in nore
detail .

30. The expert from Egypt presented his country’'s experience in
pronoti ng SMEs and partnershi ps through the establishnment of the Socia

Devel opment Fund (SDF) in 1991. The main aim of SDF programes was to
generate enpl oyment, and al ready 70,000 small enterprises and 200, 000 j ob
opportunities had been created. Inter-firm cooperation helped in
achieving this objective. The main nechani sns used to develop inter-firm
cooperation included the establishment of intermediary financial agencies
and technol ogy and business service centres, building sub-contracting
i nks and clusters of SMEs, and pronoting licensing and franchising and
technol ogy transfer agreements between |arge and small firms. The expert
from Mexico discussed industrial and foreign trade policies aimed at

achi eving macroecononmic stability and expanding exports, which were
currently being inplemented in his country. SMEs and inter-firm
cooperation played a pivotal role in achieving these ains. Conduci ve
policies aimed at inproving available infrastructure and human capita

formation, and nore generally at social developnent. They also ained at
i mproving backward and forward |inkages through bringing together
suppliers and users and establishing i ndustrial subcontracting nmechani sns
and a subcontracting informati on database. Additional neasures related
to the establishment of industrial parks and credit support for SMES’

exports. Bodies to coordinate the activities of SMES, as well as donestic
and i nternational business cooperation associations, had been established.

The results of these efforts were already apparent in the high growh rate
achieved by Mexico in 1997. The expert suggested the use of trade and
i nvestnment offices, the Internet and UNCTAD s Trade Points for the
di ssemi nation of information on partnerships.

31. The expert from Japan noted that technol ogi es could be transferred
through foreign direct investnment (FDI), including the provision of
mar keti ng and managerial skills and on-the-job training. Technol ogy
transfer could al so take place through Iicensing, equipnment purchases and
donestic R&D activities, as well as through technical assistance schenes
financed by official devel opment assistance (ODA). Regarding technol ogy
transfer through FDI, two problenms were generally observed. First, TNCs
were reluctant to give core technologies to local counterparts; and
secondly, TNCs had weak |inkages with | ocal SMEs in devel oping countri es,
and did not purchase donmestic parts and conponents. |In both cases, the
determning factors for the absorption of inported technol ogy depended on
the level of technological and educational developnent in the host
country. Furthernmore, TNCs found sonmetines that |ocal supporting
i ndustries were not able to handle | arge orders, or not able to nmeet the
delivery schedule on time. Also, TNCs were afraid of "boonerang effects”
if they transferred pivotal technol ogies to devel oping countries. Draw ng
on the Japanese experience in technol ogy acquisition, the expert suggested
t hat devel opi ng countries’ governments could allocate certain resources
for technol ogy acquisition, provide fiscal and financial incentives to R&D
activities by the private sector, establish public R& institutions, and
control patents. As for fostering efficient devel opnment of SMEs in
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supporting industries, such as parts industries, |ocal government could
al so play an inportant role in providing basic educati on and vocationa
training through [ ocal universities, |ocal R& public research centres,
SMEs and industry associations, and through networking of those
institutions.

32. A nunber of experts comented on the presentation by the expert from
Japan. The expert from Egypt inquired whether new WO agreenents on
intellectual property rights and ownership would encourage TNCs to
transfer technol ogy. The expert from Sri Lanka proposed that devel oped
countries allocate a share of ODA to technol ogy transfer or technol ogy
partnership programres which would help inter-firm cooperation in
devel oping countries. Also, it was noted that problens with the
participation of developing country firnms in cooperation schenes,
particularly in subcontracting, were country-specific and should not be
general i zed.

33. One of the resource persons asked whether there were specific stages
at which TNCs woul d transfer technol ogies. The expert from Japan replied
that the critical stage was dependent on individual TNCs' strategies, and
al so was determ ned by the demand factors of the targeted market. | f
there was sufficient demand, TNCs woul d decide to i nvest overseas and then
transfer relevant technol ogies. In general, TNCs tried to retain nost
val ue- added technol ogies until the last stage, and this argunment was
supported by the exanpl e of Japanese hi gh-precision tel evisions or |uxury
car production in the United States of America.

34. The expert from the Norwegi an Agency for Devel opment Cooperation
(NORAD) expressed the wish that the outcome of the Expert Meeting reach
the nost inportant actor in inter-firm cooperation efforts, nanely
i nvestors in devel oped countries. There was an unmet demand anong SMES
in the devel oping countries for partnerships. Partners fromthe devel oped
countries often had to be attracted by government support. NORAD offered
concessional loans to investors, with lowinterest rates and | ong pay-back
periods, as well as support for setting up the necessary infrastructure
in the host country.

35. Experts noted that nmany aspects had to be taken into consideration
when analysing the conditions for the success of a North-South
partnership, which went beyond the technol ogi cal aspect. An entrepreneur
fromthe North woul d certainly |ook for good technical skills in a partner
from a devel oping country, but also for access to a share of the |oca
mar ket, which was absolutely essential if the newly established venture
was to succeed. In addition, a viable partner should provide direct |inks
with the |ocal admnistration and |ocal networks of SMEs, and create a
sort of consensus around the initiative fromthe main |ocal socio-economc
count erparts.

36. In this context, an inportant role could be played by internediary
or gani zati ons. They could not only provide information on possible
partners, but also stimulate flows of know edge in different situations
and at different points in tine. Intermediary organizations could prepare
di agnoses, pre-feasibility studies and evaluation reports, and al so
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overcome obstacl es, see hidden opportunities, design a set of solutions
and i npl enment them

37. Referring to the role of support programmes in facilitating inter-
firm cooperation, the representative of Belgium pointed to a number of
initiatives undertaken by the European Union in devel oping countries and

econom es in transition. These programmes contributed to pronoting
entrepreneurship, establishing vertical and horizontal |inkages in
specific sectors and networking anong potential partners, as well as to
i dentifying sources of finance. Bel gi um made efforts to enhance inter-

firmcooperation, particularly through providing the required information,
funding (including venture capital), guarantee systens for SMes and
establishing | ocal support structures.

38. The expert fromthe United Kingdom pointed out that his Governnent
provi ded support services to pronote inter-firm cooperati on because of the
failures of the market to provide timely information about new trends in
consuner demand and investnment requirenents, particularly in foreign
mar kets. Al though SMEs were naking a nmore significant contribution to
weal th creation, enploynent and trade, market failures affected them nore
acutely than TNCs. The role of government was to overcone these market
failures by bringing together suppliers and consuners. In the United
Ki ngdom domestic and international partnership programmes were being
i mpl ement ed. These programmes invol ved working w th business organi zati ons
to identify sectors which could benefit from partnerships, finding
conpani es and di agnosing their partnership readi ness by using know edge
from conpanies with venture capital experience, seeking matching partners
in the United Kingdom and bringing potential partners together. The
expert added that experience-sharing, cooperation between match-making
agenci es and the raising of both conpanies' and governnents' awareness of
the inportance of social devel opnment and investnent for market creation
woul d promote inter-firm cooperation

39. The International Trade Centre (ITC) had undertaken a nunber of
mat ch-maki ng activities, such as providing information and designing
i nformati on systens reporting devel opi ng countries' opportunities, as well
as capacity-building at the enterprise level. It had devel oped severa
tools and activities for this purpose. Anmong the |essons | earned was that
support neasures had to be sector-specific and enterprises had to be
sel ected carefully. Fol | ow-up support needed to be provided right up
until a transaction had been concl uded.

40. The representative of the Belarus noted that his Governnent had
taken a nunmber of measures to pronote inter-firm cooperation, including
the creation of appropriate and permanently evolving legal and
institutional structures. Measures should be taken to enhance the
coherence in the functioning of these structures, as well as to strengthen
i nkages between R&D institutions and industry. The lack of information
on opportunities for cooperation in other countries and weak marketing
capabilities were anong the factors inpeding the process of inter-firm
cooperation. A nunber of international programes, including those of the
Eur opean Union and the Wrld Bank, assisted in better integrating Bel arus
into the world econonmy. UNCTAD could also play a role in this process.
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41. For over 10 years Finland had supported inter-firm cooperation to
pronote the conpetitiveness of SMEs in the area of high technology. This
process had been acconpani ed by a steady increase in public R& resources.
The experience gai ned was | eading to a nunber of concrete recommendati ons.
Thus, governnments should clarify the respective roles of the public and
the private sector in pronoting inter-firmcooperation. The public sector
could assume part of the risk in ventures involving very high risk and
novelty. However, conpanies at both ends should be required to nmake
financial contributions at the beginning of a partnership project and
should not rely on subsidies. The existing network of science and
i ndustry, as well as attachés and counsellors around the world, could be
utilized effectively in promoting the start-up of internationa
cooperation.

42. In speaking about the problens of |east developed countries, the
representative of Ethiopia stressed that |ocal capital formation in those
countries was still at an early stage, enterprises urgently needed

t echnol ogy, know edge and financial resources, and inter-firm cooperation
m ght be an inportant tool for providing those resources. The Expert
Meeting's policy recommendati ons should be targeted in this direction and
i nclude relevant measures to be taken at national and international

| evel s.

43. An expert from Turkey noted that small and nmedi um si zed enterprises
woul d be the nost inmportant economic actor in the twenty-first century.
To prompte SME devel opnment in his country a special national agency had
been created whose objective was to enhance the conpetitiveness of
enterprises and facilitate their adaptation to market requirenments. This
was bei ng done through establishing structures which hel ped SMEs to foster
the process of technol ogi cal innovation, inprove the quality of production
and obtain the required information.

44, The expert from Sri Lanka indicated neasures that could be taken
with the support of the international conmmunity. For exanple, pilot
projects - as suggested by the Italian expert - could be used to encourage
SMES to enter into partnerships in devel oping countries. Risk guarantees
could facilitate the readi ness of conpanies to participate in cooperation
agreenents and technol ogy partnerships (conparable to guarantees used in
areas such as export promotion). Trade fairs and exhibitions were al so
a good neans of establishing contacts anong firns.

45, The representative of China proposed that the UNCTAD secretari at
conpil e informati on on rel evant associ ati ons and organi zati ons engaged in
the pronotion of contacts between SMES, internediaries and mat ch-makers
with a viewto promoting inter-firm cooperation.
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[11. ORGANI ZATI ONAL MATTERS
A.  Convening of the Expert Meeting
46. Pursuant to a decision taken by the Conmi ssion on Enterprise,

Busi ness Facilitation and Developnent at its second session (1-
5 Decenber 1997),%Y the Expert Meeting on the |npact of Governnment Policy
and Governnent/Private Action in Stimulating Inter-Firm Partnerships
Regar di ng Technol ogy, Production and Marketing, with Particul ar Enphasis
on North-South and Sout h- Sout h Li nkages in Pronmoting Technol ogy Transfers
(Know how, Managenent Expertise) and Trade for SME Devel opnent was held
at the Palais des Nations, Geneva, from 20 to 22 April 1998. It was
opened on 20 April 1998 by M. Carlos Fortin, Deputy Secretary-Ceneral of
UNCTAD.

B. Election of officers

(Agenda item 1)

47. At its opening neeting, the Expert Meeting elected the follow ng
officers to serve on its Bureau

Chai r per son: M. Dilip Sinha (I ndi a)
Vi ce- Chai r per son- cum Rapport eur: M. Paul Frix (Bel gi um

C. Adoption of the agenda

48. At the sane neeting, the Expert Meeting adopted the provisiona
agenda circulated in TD/B/COM 3/ EM 4/1. Accordingly, the agenda for the
meeting was as foll ows:

1. El ection of officers
2. Adopti on of the agenda
3. The inpact of governnent policy and governnent/private action

in stimulating inter-firm partnerships regardi ng technol ogy,
production and marketing, with particul ar enphasis on North-
South and South-South linkages in pronoting technology
transfers (know how, managenent expertise) and trade for SME
devel opnent

4, Adoption of the report

" see Report of the Conmission on Enterprise, Business Facilitation and

Devel opment on its second session (TD/ B/ 45/3-TD/ B/ COM 3/11), annex |, part C
para. 12(1).
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D. Docunentation

49. For its consideration of the substantive agenda item (item 3) the
Expert Meeting had before it a document by the UNCTAD secretariat entitled
"Sel ected policy issues, measures and programmes on inter-firm
partnershi ps" (TD/ B/ COM 3/ EM 4/ 2) .

E. Adoption of the report

50. At its closing nmeeting, on 22 April 1998, the Expert Meeting
aut hori zed the Rapporteur to prepare the final report of the Meeting,
under the authority of the Chairperson, to include the recomrendati ons
adopted by the Meeting (see section |I) and the Chairperson's sunmary of
the experts' informal discussions (see section I1).
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Annex |
SUMVARY OF | NTRODUCTORY STATEMENTS
1. In opening the Expert Meeting, the Chairperson recalled that its

mandate was to consider the inpact of government policy and
governnent/private action on stinmulating inter-firm partnerships regarding
technol ogy, production and marketing, with particul ar enphasis on North-
Sout h and Sout h-South |inkages in pronoting technology transfer (i.e

know how and managenent expertise) and trade for SME devel opment. He
noted that creative partnerships anong firms, involving the blending of
capital, technology, marketing and management expertise as well as raw
mat erial resources, had become "weapons of <choice” in increasing
conpetitiveness and devel opi ng new process and product technol ogies. The
wor | d-wi de trend towards renoval of trade barriers appeared to have opened
mar kets previously accessible only to large conpanies. SMES were
targeting these new nmarkets and were therefore nore likely to enter into
partnerships in order to share R& costs and increase their capabilities.
SMEs that were capabl e of occupying specific "niches"” in the international
mar ket were seen in a novel way as key strategic actors in the econom c
setting. Technol ogi cal developnment in areas such as information
technol ogies, and the growh of know edge-intensive production, had
enabled - and sonetinmes forced - SMES nore than ever before to use
| eadi ng- edge technol ogi es and were conpel |ing econom ¢ agents to respond
rapidly to changes in the market. However, appropriate policies and
support structures, as well as organizational set-ups and nodalities
ensuring great flexibility, were required with a viewto further pronoting
inter-firm cooperation.

2. The Deputy Secretary-General of UNCTAD noted that to meet the
chal l enge of a highly conpetitive econonmic environnment, new fornms of
inter-firm cooperation extendi ng beyond one-way cooperation schenes to
nmore strategic partnership arrangenments had been used to facilitate the
process of enterprise devel opment through firms' accel erated innovation

and capacity-buil ding, i ncluding entrepreneuri al and rmanageri a
capabilities, which helped to strengthen their conpetitive potential at
the global level. The conmmon feature of these new forns of inter-firm

cooperation lay in the deliberate cooperative intentions of sharing
capabilities with a view to devel oping new products, technol ogies and
processes, or in producing and marketing new products. The existence of
an enabling environnment that included incentives, an adequate |egal and
policy framework, and support nechani sns was of critical inportance for
inter-firmcooperation, particularly in respect of small and nedi umsized
firms.

3. Experi ence showed that part-financing of specific project
conmponents, assistance in finding the right partners through a matching
process and "trust" building, especially in cross-national cooperation

had proved to be key elenents in successful partnerships. The Expert
Meeting could enrich the discussion and identify areas where further work
on inter-firmcooperation mght be needed, for exanple the identification
of "best practices” in this area.
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4, The Director of the Division on lInvestnment, Technology and
Enterprise Devel opnent drew attention to the growi ng know edge-intensity
of production and its generalization across all econonmic activities, and
to the growing inportance of the ability to continuously innovate as a key
to sustained conmpetitiveness in a liberalized market environment. This,
coupled with the lack of resources for innovation - in mcro, small and
medi um si zed enterprises in developing countries and economes in
transition - nmade firns | everage their capabilities through a variety of
partnerships which facilitated the devel opment and comerci ali zati on of
new products and processes. Inter-firm cooperation could be an effective
mechani sm for |earning, knowl edge sharing, technology transfer and
upgradi ng, market access, and the developnent of technol ogical and
i nnovative capability. But the nunber of such partnerships involving
firnms fromdevel oping countries was still small. In this context, greater
attention needed to be paid to developing and strengthening support
structures that contributed to building an awareness of the role of inter-
firm partnerships in sustaining the conpetitiveness of enterprises, to
enhancing the provision of information relative to inter-firm
partnerships, and to strengthening training programes that devel oped
networ ki ng and partnering skills.
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Annex 11
ATTENDANCE */
1. The followi ng States nmenbers of UNCTAD were represented at the
sessi on:
Austria Madagascar
Bel ar us Mexi co
Bel gi um Nor way
Brazi | Peru
Canada Phi |'i ppi nes
Chi na Pol and
Col onbi a Russi an Federation
Costa Rica Senega
Czech Republic Spai n
Egypt Sri Lanka
El Sal vador Swazi | and
Et hi opi a Switzerl and
Fi nl and Thai | and
Gabon Tuni si a
Ger many Tur key
I ndi a Uni ted Ki ngdom of G eat
I ndonesi a Britain
Iran (Islamc Republic of) and Northern Irel and
Italy United States of Anerica
Japan Ur uguay
Jor dan Venezuel a
Kenya Yemen
Lebanon
2. The Econom ¢ Commi ssion for Europe was represented at the

session. The International Trade Centre UNCTAD/ WO was al so
represented at the session.

3. The foll owi ng specialized agencies were represented at the
sessi on:

I nternational Mnetary Fund
United Nations Industrial Devel opment Organization

4, The foll owi ng intergovernnental organizations were represented at
t he session:

African, Caribbean and Pacific G oup of States
Agency for Cultural and Technical Co-operation
Arab Labour Organi zation

League of Arab States

Organi zation of African Unity

*/ For list of participants, see TD/ B/ COM 3/ EM 4/ 1 NF. 1.
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5. The foll owi ng non-governnental organization was represented at
t he session:

CGeneral Category

Worl d Federation of United Nations Associ ations

Resource persons, specially invited

Resource persons

M. Ludovico Alcorta, Institute for New Technol ogi es,
United Nations University

M. Ajay Bhardwaj, BIOCON, |ndia

M. Mnty (S.S.) Roy, NORTEL, Canada

Specially invited

M. Francois U | mann, HEXA Consul tants, Geneva



